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PUERTO RICO.

morning session.

Committee on Wats and Means,
Wedmssday, Jcmuam) 31, 1900.

The Committe on Ways and Means this morning met, Hon. Sereno
E. Payne in the chair.

The Chaikman. If there be no objection, we will go on with the
hearing and the clerk will note the appearance of the members of the
committee. We have a delegation here from Puerto Rico.

STATEMENT OF MR. J. R. LATIMER.

The Chairman. What is your residence ?

Mr. Latimer. San Juan, Puerto Rico, sir.

The Chairman. Do you live there now? <

Mr. Latimer. Yes, sir.

The Chairman. WiU you go on and state in your own way what you
think is desirable in the way of revenue legislation for the island of
Puerto Rico and your reasons for it?

Mr. Latimer. I think the main needs of the island of Puerto Rico
are first of all free trade with the United States, especially on account
of the conditions in which the island to-day is placed after the annexa-
tion or taking possession of by the United States and of the condition
of the island after the hurricane. The reason of this is that we
have our natural markets closed to us, which were Spain and Cuba,
for the particular products of our island, while to-day we have no
redress for the loss of those markets that we had up to that time.

Secondly, the constitution of the navigation laws to-day as it stands
without the privileges of free trade with the United States is also a
drawback to the island on account of the fact we are bound to utilize

only the American bottoms which to-day are scarce and makes us pay
high freight for the export of our products. The change of the cur-

rency to-day to the American currency would be a great loss to the
island if it was carried on without giving us free trade, because by
so doing our products lose the 60 per cent exchange which we have.
The Chairman. What do you mean by 60 per cent; your currency,

the unit of it, is

Mr. Latimer. Sixty cents on the dollar.

The Chairman. By order of the executive it is 60 cents on the dollar ?

Mr. Latimer. Yes.
The Chairman. Is that about the market value of it or was it at the

time the order was made?



Mr. Latimer. At the time of the order it was a little higher, ex-

change would run about 70; to-day it stands about 67 or 66f

.

The Chairman. Your peso contains about 96.5 of the amount of the

silver in the American dollar, I believe?

Mr. Latimer. I do not understand your question precisely.

The Chairman. Your peso contains about 96.5 of the part of a silver

dollar, a little less silver than the American dollar?

Mr. Latimer. You speak of the fineness ? I believe it is about that

ratio.

The Chairman. Now the navigation, laws have also been extended

by executive order ?

Mr. Latimer. Since the 1st of January. It was first implanted
last year and an order was issued and
The Chairman. "What are the principal products which you export

from Puerto Rico ?

Mr. Latimer. Cofifee, sugar, and tobacco.

Mr. McClellan. Are you an importer ?

Mr. Latimer. Yes, sir.

Mr. McClellan. And exporter and importer ?

Mr. Latimer. Yes, sir.

The Chairman. The exports of coffee have been principally where?
Mr. Latimer. For our lower grades of coffee it has been Cuba and

Spain, and the higher grades it has been France, Spain, and England.
The Chairman. How much of the coffee crop do you export; how

many bags or pounds?
Mr. Latimer. Of pounds I could not give the exact figures, but if

you will allow me to look into it I think I could.

The Chairman. Certainly. Have j''Ou figures covering all your
exports or covering coffee, sugar, and tobacco?
Mr. Latimer. I have it itemized, sir, and I can give them to you.

Coffee, 23,504,000 kilograms, which is equal to about 23,000 tons.

The Chairman. What percentage of the value of the exports was
coffee ?

Mr. Latimer. Coffee was about 12",000,000 pesos.

The Chairman. And of the total exports about how much ?

Mr. Latimer. Twelve million pesos in coffee.

The Chairman. How much of the total exports ?

Mr. Latimer. Of coffee?

The Chairman. No; of all the exports from the island, somewhere
about ¥16,000,000?
Mr. Latimer. About those figures.

Mr. FiNLAT. About $17,000,000.
Mr. Latimer. Yes; it is about 117,000,000 or $18,000,000.
The Chairman. Has there been any change in the duty on your

coffee exported to Spain since the war?
Mr. Latimer. None, sir.

The Chairman. No change?
Mr. Latimer. Not to Spain ?

The Chairman. Was there no duty?
Mr. Latimer. Afterwards it was augmented. Oh, yes, sir.

The Chairman. Has there been any change in the duty on coffee
exported to Spain ?

Mr. Latimer. Yes, sir.

The Chairman. What is the change?



Mr. Latimek. The exact figures I could not give you, but I know
that the duty is so high that it is just a prohibitive duty.
The Chairman. So none is exported there?
Mr. Latimek. Yes.
Mr. Dalzell. Have you always paid dutj'^ on coffee to Spain ^

Mr. Latimek. No, sir.

Mr. Dalzell. Was it free ?

Mr. Latimek. It was free.

Mr. Eussell. Is that Spanish duty directed to Puei-to Rico alone or
is it a general duty on coffee imported ?

Mr. Latimek. I could not say it is general. I believe it was estab-

lished more toward Puerto Rico after the cession of the island.

Mr. Russell. And pertains simply to articles from Puerto Rico ?

Mr. Latimer. Yes.
The Chaekman. Will you describe the conditions of the coffee planta-

tions since the hurricane down there last summer?
Mr. Latimek. The condition of the coffee plantations in relation to

the hurricane are such that the crop we have just taken off I do not
believe will reach 15 or outside of 20 per cent of its natural production.
The Chairman. You do not think there will be 20 per cent of the

crop this year ?

Mr. Latimer. Then the crop which will be taken for two or three

years to come I do not believe will reach the production of more than
25 to 30 per cent of former years.

M]'. Richardson. Of what it was before ?

Mr. Latimek. Yes.
The Chairman. The coffee plantations are on the high lands ?

Mr. Latimer. Yes.

The Chairman. The coffee bushes are shaded by other trees?

Mr. Latimer. It is absolutely necessary for the growing plant.

The Chairman. The storm, I understand, broke down those shade
trees ?

Mr. Latimer. Nearly all the shade trees have been blown down.
The Chairman. What effect did that have upon the bushes ?

Mr. Latimer. The lack of shade would not allow the coffee to bear
again, and the falling of all these limbs and debris on the plants broke
the plants to an extent it will take at least two or three years to make
a new growing and establish them for a further production.

The Chairman. Has there been other vegetation started up there

over these coffee plantations?

Mr. Latimer. In some; yes, sir; but it has been very difficult on
account of the lack of means to do so.

The Chairman. What I mean is, whether a foreign growth came
up, such as weeds and vines ?

Mr. Latimek. Oh, yes, sir; that is natural.

The Chairman. To what extent?

Mr. Latimek. I could not tell you, sir.

The Chairman. You do not know about that?

Mr. Latimer. No, sir.

The Chairman. State whether any coffee crop—one year's crop of

berries—was on hand, or nearly so, at the time the hurricane came.

Mr. Latimek. We nad one in the bud, sir—we call it the bud—nearly

ready to start to bear the berry.

The Chairman. What effect did it have on that?



Mr. Latimek. It just blew down the new buds, and they were all

destroyed; they were thrown on the ground and destroyed.

The Chairman. Did you have a previous year's crop, or a portion

of it on hand? •

Mr. Latimek. Yes, sir; there were some on hand.
The Chairman. Stored in what?
Mr. Latimer. In warehouses and merchants' stoi'es throughout the

island.

The Chairman. What happened to the warehouses?
Mr. Latimer. In some districts, such as Ponee, the floods came in

the storehouses and damaged a good deal of the stored crop of coffee.

The Chairman. To what extent did it damage the old crop ?

Mr. Latimer. I could not give that item.
The Chairman. What is the next important item of export to coffee ?

Mr. Latimer. Sugar.
The Chairman. Do you know what has been your average export of

sugar?
Mr. Latimer. Centrifugals, about 16,000 tons; muscovados, about

40,000; molasses sugar, about 1,000 tons.

The Chairman. That would be about 57,000 or 58,000 tons?
Mr. Latimer. About 58,000 tons.

Mr. Richardson. Representing how much money?
Mr. Latimer. One million three hundred thousand about on cen-

trifugal, 2,600,000 on Muscovados, 82,000 on molasses sugars, and on
molasses about 400,000.
Mr. McClellan. That is pesos ?

Mr. Latimer. Pesos.
The Chairman. That was an average of what years ?

Mr. Latimer. That is the last one made up, 1897.
The Chairman. How many years previous ?

Mr. Latimer. Only for that year.
The Chairman. 'Since then what has been the condition of the sugar

crop—how is the quantity of sugar compared with 1897 ?

Mr. Latimer. I think you can calculate it on the same basis, more
or less, of this product for that year.
The Chairman. On 67,000 tons?
Mr. Latimer. Yes, sir.

The Chairman. I have heard it estimated not over 45,000 tons ?

Mr. Latimer. I do not think so; I think it will run about the other.
The Chairman. Do you think you will have a full crop this year ?

Mr. Latimer. Pretty near; there may be some districts which will
fall off.

Mr. Richardson. The hurricane then did not hurt the sugar as it

did the coffee?

Mr. Latimer. No; because, as a general rule, the sugar plant was of
small growth.
The Chairman. Where has this sugar been sold heretofore?
Mr. Latimer. Principally in the United States and Spain.
The Chairman. Will you state what portion went to Spain?
Mr. Latimer. Of centrifugal, about 6,000 tons; Muscovados, about

11,800.

Mr. Dalzell. Was there a duty on it or did it go to Spain free?
Mr. Latimer. Free.

The Chairman. That is about 19,000 tons?
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Mr. Latimer. Yes, sir.

The Chairman. Is there any duty on it now exported to Spain?
Mr. Latimer. Yes, sir.

The Chairman. Do you know how much ?

Mr. Latimer. No, sir.

Mr. Eichardson. Is that prohibitive also ?

Mr. Latimer. Yes, air.

The Chairman. Are you sending any to Spain now?
Mr. Latimer. Not lately.

The Chairman. Since how long?
Mr. Latimer. We have not now any on hand.
The Chairman. A little goes to Great Britain ? i

Mr. Latimer. Yes, sir. Great Britain in centrifugals took about
72,000 kilograms and of the Muscovados about 1,105,000 kilograms.
The Chairman. AVTiat is the next most important crop ?

Mr. Robertson. Allow me to ask a few questions right on this

point. How does this crop compare with the crops you have made
in the past, so far as the quantity goes ?

Mr. Latimer. That is about the average.

Mr. Robertson. What is the possibility of the sugar industry in

your island; did it reach its utmost development or is their oppor-
tunity for greater development?
Mr. Latimer. I think there is opportunity for greater development.
Mr. Robertson. To what extent?

Mr. Latimer. Safe figures would give about double the amount.
Mr. Robertson. You think you could never exceed that?

Mr. Latimer. Not much over that. I do not think the proportion
of land adapted to sugar culture will exceed that.

Mr. Robertson. That is about all the possibility of its develop-

ment—about 100 per cent more than you produced of the last crop ?

Mr. Latimer. Yes, sir.

Mr. DoLLiVER. What is the sugar land not now used for sugar pur-

poses used for ?

Mr. Latimer. For grazing, principally, and some for tobacco; but
as a general rule sugar lands which are not used are turned into pas-

tures for cattle grazing.

Mr. Dalzell. That land needs irrigation to make it successful sugar
land?
Mr. Latimer. In some of the districts, especially in the southern

district of the island.

Mr, Richardson. What about the possibility of the increase in the

producing capacity of the coffee, compared with 1897 ?

Mr. Latimer. I think coffee could perhaps be increased not 100
per cent but 75 per cent.

The Chairman. You mean from the old normal condition before

the war?
Mr. Latimer. Yes, sir.

The Chairman. What is the quality of that coffee as compared with

Mocha and Java?
Mr. Latimer. That is according to how you appreciate it. I think

it is as good or better than Java coffee, but it is a question of taste.

The Chairman. What price has it brought in comparison with the

Rio coffee?

Mr. Latimer. The coffee before the war, when we had the Cuban
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and Spanish market, reached 30 pesos a hundred pounds. To-day the

outside price, although it has gone up some since the Cuban market
has been opened up again to Puerto Rico
The Chairman. The Cuban market has been opened up?
Mr. Latimer. By a small reduction which has been made in the

duties imposed upon Puerto Kican coffees, and I think the price you
could calculate on would be 17 to 18 pesos a hundred pounds for the
better qualities.

Mr. DoLLiVER. What effect on the tobacco crop would the exten-
sion of the coffee area have there?
Mr. Latimer. I do not quite understand the question.
Mr. DoLLiVER. Whether, if additional lands were put in coffee, what

effect would that have on the tobacco area ?

Mr. Latimer. I do not think it would make any difference; I do
not think it would have any whatever on the area, because these quali-
ties of land which are used generally for coffee could not be utilized
for tobacco.

The Chairman. Will you not give the extent of tobacco exports ?

Mr. Latimer. The tobacco exported, total about 2,600,000 kilo-
grams, which would be about 2,500 tons.

The Chairman. What year is that?
Mr. Latimer. In 1897.
The Chairman. What do you say will be the probable crop this

year?
Mr. Latimer. The probable crop this year, I think, will fall off at

least 60 or 60 per cent of this production.
The Chairman. Five million pounds you exported, or does that

include j^our home consumption?
Mr. Latimer. That is about the full output, including the home

production.
The Chairman. Is it not a fact that the export is about 4,000,000

pounds ?

Mr. Latimer. No, sir.

The Chairman. How much was it?

Mr. Latimer. The total export, as I have stated, was about 2,500
tons.

.
The Chairman. Where was that tobacco exported previous to the

war?
Mr. Latimer. Of that 2,500 tons, about 2,200 tons were exported

to Cuba.
The Chairman. Do you know what became of it there?
Mr. Latimer. It was just manipulated and worked up and sold as

Cuban tobacco.

The Chairman. Mostly in the United States?
Mr. Latimer. 1 could not tell you that, sir. A good deal of it went

to Europe.
The Chairman. So it was exported from Cuba?
Mr. Latimer. As the Cuban product.
Mr. Richardson. Was it as good?
Mr. Latimer. Well, it shows it did take as Cuban tobacco when it

was accepted and sold for such, sir.

Mr. Richardson. Was there any duty on it imported into Cuba?
Mr. Latimer. To-day; yes, sir.

Mr. Richardson. Was there then prior to the war ?
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Mr. Latimee. No, sir; none.
Mr. Richardson. What is it to-day?
Mr. Latimer. To-day I believe it is about $5 a pound.
Mr. Richardson. What has been the effect on the market by the

imposing of that duty ?

Mr. Latimer. We have not had any outlet.

Mr. Cooper. That is, that there is none exported ?

Mr. Latimer. No, sir; nothing.
The Chairman. Have you got a market for it at all now?
Mr. Latimer. No, sir; except the lower grades which go to Ger-

many and Spain, and e^en to Spain this year we have not had any
market for it.

The Chairman. Is there an increased duty on that imported into

Spain now?
Mr. Latimer. Yes, sir; but I could not give you the figures.

Mr. DoLLivER. Who assesses this duty on tobacco imported to

Cuba at $5 a pound ?

Mr. Latimer. It is imposed by the United States in the new tariff

established for Cuba.
Mr. Dalzell. Was there a tariff or free trade between Puerto Rico

and Spain on every article ?

Mr. Latimer. Yes, sir; there was only a nominal duty of 10 per
cent ad valorem on the existing tariff duties which were in force then,

but that was only a provisional 10 per cent transitory duty and would
have expired this year.

Mr. Dalzell. That is, you paid 10 per cent of the duties that

others paid? .

Mr. Latimer. Yes, sir.

The Chairman. What is the agricultural condition now and what is

the commercial condition of Puerto Rico?
Mr. Latimer. It could not be worse, sir. We have no money, no

one to lend it, and no one to get it from.
Mr. Richardson. And no use for it?

Mr. Latimer. Rather more than we can get.

The Chairman. Are there any mortgages on the plantations there?

Mr. Latimer. We think all the properties are mortgaged more or

less.

The Chairman. About how much is the amount of mortgages on
the tobacco, sugar, and coffee lands ?

Mr. Latimer. I could get that for you; I could get you this data.

Mr. Tawney. These mortgages were principally all executed before

the Spanish war?
Mr. Latimer. Yes, sir.

Mr. Cooper. Who holds those mortgages?'

Mr. Latimer. To-day generally they are held on the island' itself;

some are held by foreign holders.

Mr. McCall. Are the rates of interest high?

Mr. Latimer. The rate of interest there has been as high as li per

cent a month, but to-day it is about 9 per cent; that is the bank
discount.

Mr. Tawney. A year?

Mr. Latimer. Yes, sir.

Mr. Dalzell. Are those mortgages held by individuals or the banks ?

Mr. Latimer. Some by banks; but mostly by individuals, I think.
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Mr. Richardson. What put down the rate of interest; why has it

declined?
Mr. Latimee. The rate of interest declined especially after the con-

stitution of the two hanks which existed in Puerto Rico, one named
the Spanish Bank and the other the Agricultural Bank.

Mr. Richardson. Do these banks loan to agriculturists on mort-

Mr. Latimer. The Spanish Bank, no, sir; but the other bank did;

yes, sir. The Agricultural Bank^—that is its principal, business—giving

money on long terms, payable interest and capital by yearly install-

ments.
Mr. Cooper. How do they secure themselves in payment?
Mr. Latimer. By giving mortgages.
Mr. Cooper. On the crop or on the land?

Mr. Latimer. On the land, sir. They will not take loans on the

crop but as collateral for outside loans, special loans, but not as a gen-

eral security.

Mr. Russell. If I understood you correctly, 90 per cent of the to-

bacco you have raised on the island of Puerto Rico in the past has been
sent to Cuba; how about that?

Mr. Latimer. About 2,200 tons.

Mr. Russell. Out of 2,500 tons?
Mr. Latimer. Yes, sir.

Mr. Russell. And it has been admitted into Cuba free?

Mr. Latimer. Yes, sir.

Mr. Russell. And the Executive order put a tariff of $5 a pound
upon that tobacco. That did not help Puerto Rico particularly ?

Mr. Latimer. No, sir.

Mr. Russell. It helped Cuba immensely?
Mr. Latimer. It did.

Mr. Russell. It would be the greatest and quickest benefit that

can be gotten for Puerto Rico at present to take off that duty ?

Mr. Latimer. It will be a relief, certainly, but I think it will be
more relief if we can get that done not toward Cuba but in the United
States itself.

Mr. Richardson. You agree with the President then ?

Mr. Latimer. Most decidedly.

Mr. Cooper. Do your people want free trade with the United States ?

Mr. Latimer. Yes, sir.

The Chairman. On everything?
Mr. Latimer. Yes.
The Chairman. Exports and imports ?

Mr. Latimer. Yes, sir.

Mr. Richardson. The banks you spoke of, the two banks, they
have no currency in circulation of their own—^they are banks of
deposits and loans ?

Mr. Latimer. The Spanish bank, according to its charter granted
by Spain, has the privilege of issuing notes, sir.

Mr. Newlands. Are their notes in circulation now?
Mr. Latimer. Yes, sir; I think to the extent of about 11,000,000.
Mr. Newlands. Is it kept at a par with silver or gold?
Mr. Latimer. We have no gold.

The Chairman. What were your imports into Puerto Rico in 1897;
how much did they amount to ?
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Mr. Latimee. About 17,858,000.
Mr. McClellan. That is in silver?

Mr. Latimer. That is in pesos.
The Chairman. What was imported principally ?

]Mr. Latimek. The full line of importations, sir ?

The Chairman. What was the number of importations, mentioning
the articles?

Mr. Latimek. Provisions, as a genei'al rule, from the United States.

The Chairman. What articles were imported ?

Mr. Latimer. Flour, meats of all kinds, breadstuffs, dry goods from
Europe principally, and hardware from Europe principally.
The Chairman. How about rice ?

Mr. Latimer. Rice from India or England, Spain, Italy, and a little

from the United States, but not much.
The Chairman. How about beans ?

Mr. Latimer. Beans from the United States, and pease, too, as a

general rule.

The Chairman. How many beans from Spain?
Mr. Latimer. Some, sir, but not to any great extent.

The Chairman.. Does the importation of beans constitute quite a

large item?
Mr. Latimer. I could give those figures. I could get them for the

committee if thej' are wanted.
Mr. Robertson. Do you know what grade of rice was imported ?

Mr. Latimer. The grade of rice as a general rule is the common
India rice.

Mr. Robertson. Was there any tariff or anything on it?

Mr. Latimer. Yes, sir.

Mr. Robertson. What was the rate?

Mr. Latijier. I could give those, but they are not in my memorj'

.

I could give that data.

Mr. Tawney. Was there any tariff duty on flour and vegetables

coming into Puerto Rico from other countries ?

Mr. Latimer. Yes, sir; flour used to pay about a dollar and some-
thing a bag, $1.05 or |1.06, I believe.

The Chairman. Do jon import vegetables ?

Mr. Latimer. No, sir; not many.
The Chairman. Onions ?

Mr. Latimer. Oniony, potatoes, and all those we imported, although
the island does raise them, but thej" have not been cultivated.

The Chairman. You have always imported those ?

Mr. Latimer. Ye.s.

The Chairman. Where do you get onions and potatoes ?

Mr. Latimer. Potatoes principally from the L^nited States and
onions from Spain.

The Chairman. Do you import any fish ?

Mr. Latimer. Yes, sir; generally from Halifax, Nova Scotia.

The Chairman. Any from the United States ?

Mr. Latimer. Not as much as from Halifax.

The Chairman. Out of the $17,900,000 of imports in 1897, how
much in value was imported from the United States ?

Mr. Latimer. I could give those figures.

The Chairman. Just give each import from the United States

Spain, Great Britain, etc.
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Mr. Latimer. I could supply all this information of different

imports by different classes to the committee if they want them. It

will delay the committee now.
The Chairman. You make a statement of that and give it to the

stenographer. .

Mr. Tawney. There were 73,000,000 pounds of rice imported in

1897. Was not that principally broken rice?

Mr. Latimer. Yes, sir.

Mr. Tawney. That included No. 12 sieve?

Mr. Latimer. Yes.
Mr. Russell. Is there any duty levied on flour imported into the

island?

Mr. Latimer. Not to-day.

Mr. Tawney. Is there any duty levied on vegetables ?

Mr. Latimer. On certain, but it is a low tariff. It has been changed

after the occupation; the tariff has heen lowered a good deal.

Mr. Tawney. Where do the people of the island get their cotton

goods ?

Mr. Latimer. Generally from England. The prices they can get

in England to-day is the same, duties being levied on the United States

as the English production; the United States can not come down to the

prices the English markets can afford to give us jthose articles.

Mr. Tawney. Has the duty, since the occupation by the United
States, on cotton goods been reduced?
Mr. Latimer. No, sir; I do not think it has. I think it stands the

same as it was. I believe in some instances they may have come down.
Mr. Tawney. Do you know whether the importations of American-

made cotton goods have increased since the occupation?
Mr. Latimer. Not as to general business. It has increased in the

form of trials, but they can not compete with the same duties being
paid from the United States as from England.
Mr. Tawney. Do you know what the duty on cotton goods coming

to Puerto Rico from England is ?

Mr. Latimer. I know there are a great variety of goods sold by
threads; that is, the number of threads to the square inch of the goods.
It is all classified under that head.
Mr. Russell. You pay the same duty on cotton goods that come

from the United States that you do on cotton goods that come from
England, for the like goods?

Mr. Latimer. Yes, sir.

Mr. Russell. And you pay the same duty on the cotton goods
from the United States as you did before the war?
Mr. Latimer. Yes, sir.

Mr. Tawney. I am inquiring what that duty was.
Mr. Latimer. That is different on different articles.

Mr. Russell. It can all be wiped out by Executive order, the same
as the $5-pound tax on tobacco was imposed by Executive order.
The Chairman. You can run this whole business by Executive

order.

Mr. Russell. That can be done in a minute, the other requires
legislation, and I am looking for relief for these distressed people.
Mr. McClellan. And incidentally protection for Connecticut.
Mr. Latimer. I do not think Connecticut tobacco need have any

fear of our tobacco at all.
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Mr. Newlands. Regarding the mortgage debts of Puerto Rico, is

the foreclosure and sale of those lands imminent now?
Mr. Latimer. In some cases; yes, sir. In others I do not think

quite so imminent, but still the extension of the mortgages iit goes
with free trade, so that the island may be put in a position in which it

can advance the means to come to the succor of the distressed mort-
gagees. I think that something can be done toward the sugar cane,
but if

Mr. Tawney. An extension has recently been made of six months ?

Mr. Latimer. Yes, sir.

Mr. Newlands. Would the foreclosure of these mortgages lead to
concentration and ownership in the hands of large corporations ?

Mr. Latimer. I do not think any corporation, but they are small
proprietors—individuals. I do not think it would be as a general
measure or a general happening.
Mr. Newlands. You think not?
Mr. Latimer. No.
Mr. Newlands. Are there any public lands in Puerto Rico?
Mr. Latimer. Very few.
Mr. Newlands. Unoccupied lands belonging to the Government?
Mr. Latimer. To the Government—I do not believe over 10,000

acres.

Mr. Newlands. Where are they located ?

Mr. Latimer. Generally in the hills and of the poor qualities of land.

Mr. Newlands. Most of the land there is occupied and cultivated ?

Mr. Latimer. Not cultivated, but it is occupied.
Mr. Newlands. Is the land held in very large tracts ?

Mr. Newlands. I think the largest tract would be about 5,000 or
6,000 acres.

Mr. Tawney. And there are only four or five of those ?

Mr. Latimer. Yes.
Mr. Newlands. What is the average size of the tracts of farming-

lands there?
Mr. Latimer. Well, between 500 and 600 and as low as two or three

hundred. Some smaller ones run as low as 50 or 100, but you might
say 50 or 60 acres would be a good average.
Mr. Newlands. Your sugar industry requires, does it not, a concen-

tration of large tracts of land under one ownership and control?

Mr. Latimer. I do not think it necessarily does.

Mr. Tawney. Is it not a fact the sugar men there generally only
own a small tract of land and then rely upon individual farmers to

furnish them with their cane ?

Mr. Latimer. It has not been so up to the present. The holder of

the works has got to make his own crop.

Mr. Tawney. The owner of the plantation ?

Mr. Latimer. Yes.
Mr. Newlands. He does not rely upon the sugar obtained from the

small farmers?
Mr. Latimer. Not as a general rule. There will be about five or

ten instances on the island to that effect, but it is not the generale rule.

Mr. Newlands. Now, is that holding of small tracts promoted there ?

If the construction of a mill and possibly a railroad to bring in cane is

essential to sugar manufacturers, will not that system tend to the con

centration and monopoly of land?
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Mr. Latimer. It might lead to'that, but I do not think so.
_
I think it

would help the small property owners to develop their lands in cultiva-

tion and sell their cane in a raw state to these factories.

Mr. Newlands. I understood you to say it was not done?

Mr. Latimek. It is not done, but if it comes to that it will be a

great help to these small producers.

Mr. Cooper. Which is the greater profit, sugar or tobacco, per acre?

Which yields the most?
Mr. Latimer. In money?
Mr. Cooper. Yes.
Mr. Latimer. I think the coffee, up to the war, when we had these

ruling prices of 35 and 30 pesos a hundred pounds.
Mr. Cooper. How about the yield per acre of tobacco and sugar ?

Mr. Latimer. I could not give those figures on tobacco. The jdeld

on sugar per acre depends entirely upon the conditions of your land.

I think you could not well calculate on the gross product being more
than 10 or 12 per cent.

Mr. Newlands. Have you any statistics classifying these tracts of

land according to area, on a hundred, two hundred, or thousand-acre
farms, etc. ?

Mr. Latimer. I do not think there are any statistics on that.

Mr. Newlands. What proportion of your land is devoted to sugar,

what to tobacco, and what to coffee?

Mr. Latimer. I could give the items, but not by memory.
Mr. Newlands. You will give that information to the stenographer ?

Mr. Latimer. 61,498 acres in cane land; in coffee, 122,399 acres,

and in tobacco, 4,264 acres, for the year 189T.
Mr. Richardson. How many acres are there on the island?

Mr. Latimer. A total of 2,089,761.
Mr. Richardson. Why is it with all that great quantity of land not

in cultivation you can not increase the capacity of your different prod-
ucts; is it the fact that it is not cultivatable ?

Mr. Latimer. No, sir; not that; I think it is a more lack of means
to do so.

Mr. Richardson. How?
Mr. Latimer. In money.
Mr. Richardson. I understood you to say just now there was not

capacity on the island for raising these crops. Do j^ou mean to sa.j

now if there was sufficient money there j'^ou could increase that far be-
yond what you have stated?

Mr. Latimer. Yes, sir. I stated in the beginning that the sugar
crop could be cultivated and be increased to double the amount of to-
day.

Mr. Richardson. That is a hundred per cent. With this great
quantity of land not in cultivation why could you not increase it way
beyond 100 per cent?

Mr. Tawnet. Is it not a fact you can not raise the sugar only on a
certain kind of land?
Mr. Latimer. You can raise sugar on any land except the rockjr

land, but not to any profit.

Mr. Tawney. Can you, without irrigation ?

Mr. Latimer. On the north coast, yes, sir; on the south coast, no.
Mr. Tawney. Do you mean to say the coffee land and the sugar land

could be used for the raising of either crop?
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Mr. Latimer. No, sir. The coffee land can not be used for sugar.
^Ir. Taw^jjey. And sugar land will not produce coffee?
Mr. Latimee. Sugar land will produce coffee, but you would have

to start by planting your shade
Mr. Tawney. How is it about tobacco land—will coffee land produce

tobacco *.

^Ir. Latimee. Not as a general rule; no, sir. You have some little

tracts where in the slopes or in the valleys you might get tobacco and
coffee, but it is not as a general rule.

Mr. Russell. The tobacco and sugar lands are interchangeable in

product; that is, sugar land can be used for tobacco and tobacco land
for sugar, and you could put your whole product now divided between
sugar and tobacco into tobacco, as a general rule ?

Mr. Latimer. Yes; you can utilize lands one for the other.

Mr. Tawney. And whether you use one for the other depends upon
the relative value of the crop 'I

Mr. Latimee. 1 do not think tobacco would ever come to that point.

Mr. RoBEETSON. Then all lands now in tobacco will be or could be
put into sugar '.

Mr. Latimer. It could be if it is more profitable.

Mr. Robertson. But you stated there was only a possibility of
increasing the production on the island of sugar to the extent of 100
per cent '.

Mr. Latimee. Yes; 100 per cent.

Mr. Newlands. What has been the highest production ?

Mr. Latimer. Sixty to sixty-five thousand tons—say it would come
to about one hundred and twenty to a hundred and forty thousand tons.

Mr. Newlands. Do you think that is the limit of production in

Puerto Rico of sugar?
Mr. Latimer. I think that would be a fair limit.

]\Ir. Newlands. Under the most favorable circumstances?
Mr. Latimer. Yes.
Mr. Steele. Have j^ou fertilized this land very highly now ?

Mr. Latimee. Some, but verj' little. Perhaps some on the west
coast; I do not know. On two or three properties they may have
used some fertilizers, but as a rule it is not used on the whole island.

Mr. Steele. Do you not have to rotate the crops on the land to

keep it up \ Do you keep on raising sugar or tobacco one year after

another {

Mr. Latimer. Yes; one year after another.

Mr. Newlands. What has been your system of landholding in

Puerto Rico ? Is it what they call peasant proprietorship in Europe,
an ownership by a large number of people of small tracts, or has the

tendency been toward concentration of ownership ?

Mr. Latimer. Not really concentration, and you would not call it

peasant proprietorship even. It would be a medium between the two,

a number of proprietors. The number of proprietors is 50,733.

Mr. Newlands. That means the number of farms ?

Mr. Latimer. Yes.

Mr. Newlands. Is that outside of the landholdings in the cities ?

Mr. Latimer. Yes, sir.

Mr. Newlands. You have 1,000,000 people?

Mr. Latimer. A million.

Mr. Tawney. What is the population of your cities?

p R 2
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Mr. Latimer. San Juan, or the whole island?

Mr. Tawney. The cities of the island.

Mr. Latimer. I could not give you the details, but I could give

you the data. San Juan, I think, the census would show about 30,000

to 32,000.

Mr. Robertson. What is the condition of labor? "Will you explain

the meaning of the peon system of labor ?

Mr. Latimer. Well, the hand farmer is just the common laborer

who get to-day from 42 to 44 cents wages.

Mr. SwANsoN. In what money ?

Mr. Latimer. In Puerto Rican money.
Mr. SwANSON. That is on the silver basis ?

Mr. Latimer. That is the currency of the island.

Mr. SwANSON. What is it worth ?

Mr. Latimer. Sixty cents in gold is equal to one of our dollars.

Mr. Robertson. Will you explain the system under which they

work?
Mr. Latimer. Well, it is by day wages; they hire the men by the

day at so much a day's work.
Mr. Robertson. Are there any contracts at all?

Mr. Latimer. No, sir.

Mr. Robertson. None, whatever?
Mr. Latimer. No, sir.

Mr. Cooper. That is the price paid for the common farm laborer?

Mr. Latimer. Yes, sir.

Mr. Robertson. Do they hire the day labor on the sugar, coffee,

and tobacco plantations by the day altogether ?

Mr. Latimer. Yes, sir; and thej'' are generally paid at the end of

the week, but they get so much a day, and they are paid up according
to the amount at the end of the week.
Mr. Robertson. What effect would the establishment of our system

of currency in the island produce upon wages?
Mr. Latimer. They would have to be paid the same amount in gold

that they are getting to-day m silver.

Mr. Robertson. If we were to-morrow to extend our system of cur-
rency to the island they would still demand this amount of money ?

Mr. Latimer. About 37 to 62^ cents.

Mr. McClellan. It would almost double the rate of wages ?

Mr. Latimer. Yes; and as I stated in the beginning, if we get the
exchange of the currency to gold and not free trade it will be the
downfall of the whole'island, which we can not stand.

Mr. Robertson. I want to ask you another question. What effect
would that have upon the present farming condition in Puerto Rico,
with sugar, tobacco,' and coffee; would it increase wages of labor and
render it unprofitable to carry on those operations in the islands ?

Mr. Latimer. Most decidedly.

Mr. Richardson. What would be the effect if a tariff of 25 per cent
was levied?

Mr. Latimer. It would help, but still 25 per cent on sugar, sugar
would come in and pay 40 cents a hundred pounds. That would be a
OSS always to the planter of 40 or 50 cents a hundred pounds in the
value of his sugar.

Mr. Swanson. What would be the effect of 25 per cent export duty
collected in Puerto Rico on tobacco and sugar goods exported from the
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island and retained there as a local revenue upon the business, and also
upon the sentiment of those people ?

Mr. Latimek. I would not care to give a definite statement. That
would be a question that would have to be thought of before anyone
should give a statement. I would not like to commit myself one way
or another.

Mr. Newlands. At present Puerto Rico derives the greater portion
of its revenue from duties i

Mr. Latimer. During the Spanish domination, yes, sir. The reve-
nues 3'ielded about ^2,500,000.
Mr. Newlands. If you had free trade with this countrj^—that is to

sa}^, if our customs laws were applied to the island—all the moneys
derived in duties would then go to the Federal Treasury and not to the
insular treasury ?

Mr. Latimer. Yes, sir.

Mr. Newlands. And in that case, what would Puerto Rico do for
revenue for the support of its own government and its own local

improvements (

Mr. Latimer. I should say if you give us free trade I do not believe
that the revenues would yield over $500,000.
Mr. Newlands. Five hundred thousand dollars a year?
Mr.*Latimer. Yes, sir.

Mr. Newlands. What revenues do you refer to?

Mr. Latimer. The revenues you may derive from the duties on
goods coming in from foreign countries.

Mr. Newlands. But you would lose that $500,000 would you not?
Mr. Latimer. Yes, sir.

Mr. Newlands. Now what would you substitute for that sort of

revenue in A^our insular government?
Mr. Latimer. I think that could be derived by some internal

taxes on the form you use in the United States, by paying on the

capital.

Mr. Newlands. Would j^ou have a land tax?

Mr. Latimer. Yes, but not on the land. I would have a system of

taxes on the capital.

Mr. Newlands. On the improvements ?

Mr. Latimer. No, sir; on the value of the capital.

Mr. Cooper. An ad valorem tax, he means, I think.

Mr. Newlands. You would assess every man upon his wealth ?

Mr. Latimer. Upon his wealth; yes, sir.

Mr. Newlands. Real and personal property ?

Mr. Latimer. Yes, sir.

Mr. McClellan. What local taxes are in force now in Puerto Rico i

Mr. Latimer. Municipal taxes ?

Mr. MoClellan. I mean in the island, there is a land tax now.
Mr. Latimer. There is a land tax to-day which is 8 per cent on the

valuation of the land in three grades—first, second and third class

lands. The first, the valuation of $1; the second, 50 cents, and .the

third, 25 cents, and on that valuation they levy 8 per cent, four of

which goes to the

Mr. FiNLAY. The 8 per cent is on municipal tax. The $1, 50 and

26 cents are paid per acre.
,

Mr. Latimer. You are right.

Mr. McClej^lan. It is an arbitrary tax on three things ?

Mr. Latimer. You are right.
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Mr. DoLLivER. Have you examined as to what effect it would have
on your people if we applied to Puerto Rico our internal-revenue laws (

Mr. Latimer. I think if they were to be given everything else they

ask for I do not think thej' would really have any objection to paying
what is due.

Mr. DoLLiVEE. If they get free trade would they be willing to take

•also our internal-revenue sj^stem?

Mr. Latimek. Most decidedly.

Mr. DoLLivEE. Would it not cost more than it would come to ?

Mr. Latimer. It does not make an}^ difference; I think they would
be satisfied to accept things as a general rule that the Constitution of

the United States calls for.

Mr. Robertson. Then ^ou think the Constitution of the United
States applies to Puerto Rico ?

Mr. Latimer. Yes, sir.

Mr. Dolliver. I have not been able to figure it out, but it looks to

me as if the internal-i-evenue system established in your island would
ruin you?
Mr. Latimer. I do not think it would.
Mr. Steele. Have you made any calculation upon the amount of

internal revenue you would have to pay down there?
Mr. Latimer. We pay in cash.

Mr. Steele. But not under the internal-revenue law i

Mr. Latimer. Those who drink can afford to pay for it.

Mr. Steele. But you make drinking prohibitive ?

Mr. Latimer. That would be aU right; they are only luxuries.
Mr. Dolliver. Everybody uses tobacco '<

Mr. Latimer. But it is a luxury.
Mr. Dolliver. It is a necessitj^ if everybody uses it?

Mr. Hopkins. It may be a necessity with you.
Mr. SwANSON. I understand that your people are willing to bear the

hardship of our tax laws if we give them the benefit df them ?

Mr. Latimer. Most' decidedl3^
Mr. SwANSON. You are willing to come in with us under our laws ?

Mr. Latimer. Yes, sir.

Mr. Dolliver. How would it strike you to knock off a little free
trade and give you a partial free trade, such as you had with Spain ?

Mr. Latimer. No, sir; we would never be satisfied. Of course we
would accept it if it was inevitable.

Mr. Swanson. There would be an impression among the people that
if they had different laws that we were simply using Puerto Rico for
our own benefit, and the people wOuld be perfectly satisfied if they
were treated on an equality, as we treat our own citizens, and if they
are legislated for in the same way?
Mr. Latimek. That is what we say.
Mr. Swanson. If the law bore harshly on you, it bears harshly on us ?

Mr. Latimer. That is the feeling; if there is anything done to the
contrary it would create ill feeling and would not come up to the expec-
tation of the Puerto Ricans, when they received the Americans there
thinking they were to be a part of the United States.
Mr. Swanson. And if there is any complaint coming hereafter you

can very properly tell them that we have an equality of laws in both
countries, and that they are treated exactly under the same laws as the
United States—as we do our own citizens "here in the United States ?

Mr. Latimek. Yes, sir.
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The Chaieman. I suppose you iiu'lude statehood and representation
in ConsTess?
Mr. SwANSON. When proper, I think it should be admitted.
^Ir. Russell. You look forward to an equality of representation ?

]Mr. Latimee. Most decidedly; that is now in the future.
]\lr. Russell. You would be satisfied with nothing short of that

when that time comes?
^Ir. Latimee. ]Vot willingly.

Mr. Russell. Then you want a delegate before that time comes '(

yiv. Latimer. If it is decided, certainly.

]\Ir. SwANSON. You say you are entitled to that, and you come here
and say that is the wish of the people down there 'i

Mr. Latimee. ]Most decidedly.
The Chairman. You are not hunting for that so much as better

trade conditions?
Mr. Latimer. If you can unite one with the other, and I do not see

why not. "We will take all we can get.

Mr. Richardson. Taxes without representation ?

Mr. Russell. You believe what relations you want are directed
also toward statehood?
Mr. Latimee. Yes, sir.

]Mr. Swanson. You think you are entitled to have a delegate for the
people and the business interests of Puerto Rico, so that he can come
here and attend to their business and business interests?

Mr. Latimee. Yes, sir.

Mr. Steele. Are you in favor of having it ?

Mr. Swanson. I am in favor of having a delegate; yes, sir.

Mr. Newlands. If you have free trade between Puerto Rico and
this country with the product of sugar you expect the production of

sugar will become quite profitable?

Mr. Latimee. I think so; yes, sir.

Mr. Newlands. Suppose it does become profitable, do you not

think that the nature of the business itself will lead to the concentra-

tion of the land there into large tracts?

Mr. Latimer. In some instances it may, sir, but not as a general

rule.

Mr. Newlands. We find those conditions in the Hawaiian Islands

arising from the nature of the business.

Mr. Latimer. As I said before, it may be possible for these land-

holders to unite and get their lands to work in unison with these large

factories, which may help them in money.
Mr. Newlands. Do you not think the tendency will be ultimately

to absorb the lands?

Mr. Latimer. No, sir.

Mr. Newlands. Will not that control the })usiness?

Mr. Latimer. Capital always controls somewhat business, to that

you cannot say no.

,
Mr. Steele. What is the price of first class sugar lands to-day ?

Mr. Latimer. To-day land is all the way from 100 to 500 pesos

perhaps.
Mr. Swanson. You discussed tobacco and the product of the Island

before I came in ?

Mr. Latimer. Yes, sir.
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STATEMENT OF MR. GEORGE I. FINLAY.

Mr. FiNLAY. Mr. Chairman and gentlemen, I just want to call the

attention of the gentlemen to a few figures. I saw Mr. Oxnard's

statement and he put down the island as 3,000,000 acres. We have

only got 2,000,000 acres, and he said at the same time it is all arable

land, but we have a great amount which can not be cultivated at all

upon the hills, on these limestone hills, where you grow only wood and
brush and all that.

The Chairman. To what amount?
Mr. FiNLAY. There are 66,000 acres anyway that are no good.

There are 112,000 acres in pastures. Then he states that 300,000 to

400,000 acres could be put into cane, and that is absolutely impossible.

We only plant cane on the lowlands around the coast. Nobody thinks

of putting the cane on the hills, because the dry weather would Mil it

all. Now, I heard it stated here about the concentration of land into

one hand. I think it will do just the contrary. I am a part owner of

a factory in the district called Carolina and we have about 160 small

proprietors and I think that would be the system adopted, factories

would be started and give a chance to the small fellows to plant cane.

I think that will be the method and the land will not be concentrated
in a few hands. Mr. Oxnard also makes a statement that 170,000 tons

of sugar has been produced there. I think the hundred might be
stricken out. We have had only 70,000 as a maximum. It must be a
misprint or a mistake. I would like to call attention to it, you will

see it in the report as 170,000 tons we have made, but the most has
been about 70,000. Iwillnottakeupany more ofyour time, gentlemen.
The Chairman. How much sugar on the average will your land

produce per acre ?

Mr. FiNLAY. I think you can calculate on about 2 tons as the aver-
age. You cannot get over that. Exceptional land will give a little

more, but there are poor lands which give a little less. I can speak
for myself last year on not over a thousand acres about 35 quintals
per acre all around. 1 have some years made a little bit more, but
last year I made that.

Mr. Grosvenor. What do you estimate the cost of your sugar you
produce ?

Mr. Finlay. About $3.50 per pound—that is, with 60 cents to the
dollar.

Mr. Grosvenor. You do not mean |3.50 a pound?
Mr. SwANSON. You mean 3i cents a pound?
Mr. FiNLAY." I mean 3^ cents a pound, $3.50 for 100 pounds.
Mr. Grosvenor. That is what I asked.
Mr. SwANSON. That is calculated in the currency of Puerto Rico ?

Mr. FiNLAY. Yes, sir.

Mr. Newlands. Are you engaged in the cultivation of sugar?
Mr. Finlay. Yes, sir.

Mr. Newlands. You say the small farmers can not make much?
Mr. Finlay. Those who have got mills of their own, but those who

plant cane they can not make much at those prices; but if we have
free trade we shall certainly pay them better prices and then they
can plant cane, and that is where prosperity is going to come in—all

these little fellows who have a few acres of land planting cane and
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selling it to the mill. They are going to get the profit,' not the mill
owner.
Mr. Robertson. Will not that very materially increase the output

of sugar from that island?
Mr. FiNLAY. I do not think you can more than double, it, because

the greater part of the land to-day is in cultivation, all the lands around
the coast.

Mr. Robertson. But you say the central factory s}'stem developed
properly would put everybody into sugar ?

Mr. FiNLAT. The little fellows right about the factories. You have
got to know the structure of that island. You can not go up the hills

and look for cane. You have got to build on the best lands around
the coast and there plant sugar.
Mr. Richardson. How far does this belt run from the shore ?

Mr. FiNLAY. 1 suppose it varies from 2 miles—2 or 3 miles to
nothing.
Mr. Richardson. It varies to nothing where the hills come close to

the sea^

Mr. FiNLAY. Yes.
Mr. Newlands. I understand the hill land is not fitted for sugar

cultivation ?

Mr. FiNLAY. No, on account of the drought. They want a good deal
of water, but on the south coast they irrigate.

Mr. Robertson. What is the extent of the cattle grazing there now,
the area of the land used for that purpose ?

Mr. FiNLAY. I should say 50,000, 60,000, to 80,000 acres, and there
is a very considerable income they get from cattle.

Mr. Robertson. If sugar were made as profitable as you seem to

imagine it will, will not mat land now used for cattle grazing be used
for the purpose of the production of sugar?
Mr. FiNLAY. Not the greatest part, for the great part of these

pasture lands are up in the hills.

Mr. Robertson. But could not a great part of them be used?
Mr. FiNLAY. As I say, you might double the production of sugar.

Mr. Robertson. You admit that; but could not the greater part of
this land
Mr. FiNLAY. A part of it, certainly; but not a great part.

Mr. Robertson. What part of it?

Mr. Russell. Could you double the production of sugar without
trenching upon the tobacco lands ?

Mr. FiNLAY. Yes; the tobacco lands are in the hills.

Mr. Russell. They could be made sugar lands ?

Mr. FiNLAY. You could not think of putting them there ?

Mr. Russell. Mr. Latimer has stated they could be used for that

purpose ?

Mr. FiNLAY. Only to a very small extent.

Mr. Russell. The tobacco lands ?

Mr. FiNLAY. You could grow sugar, but nobody is going to put a

factory in those hills for grinding the cane.

Mr. Robertson. Could they not put in a railroad there and haul it

anywhere they wanted to?

Mr. Russell. Your estimate of the doubling of the production of

sugar is without infringing upon any of the present tobacco lands ?



24

Mr. FiNLAY. In regard to tobacco lands, we would not think of put-

ting sugar into that as it stands to-day.

Mr. SwANSON. You would stop raising cattle and buy them in the

United States if you had free trade. If you put that into sugar then

you could get all your cattle and beef in the United States ?

Mr. FiNLAT. I do not know why; our beef cattle are very good.

Mr. SwANSON. I mean if your cattle farms were put into sugar, if

you did not raise any cattle

Mr. FiNLAY. You could not put them into sugar farms.

Mr. SwANSON. But if you did do it?

Mr. FiNLAY. And get our cattle here ? We could, and we could buy
dry goods from here that we do not get to-day. We would get every-

thing we can from here.

The Chairman. You have had an experience in raising sugar for a

number of years?
Mr. FiNLAY. Yes, sir; I have had for probabl\^ fifteen years.

Mr. Newlands. How large is your tract there?

Mr. FiNLAY. I make about 2,000 tons.

Mr. Newlands. How many acres of land ?

Mr. FiNLAY. Of my own land, about 1,500 acres.

Mr. Newlands. Do you buj"- cane there ?

Mr. FiNLAY. Not where I am. I can not extend, and that is the

misfortune where I am. I am in the hills, but we have got another
factory in a place called Carolina, where we have bought from all the
little fellows. That is a factory in itself. That has got no land what-
ever, but is simply a factory on 15 acres of land.

Mr. Newlands. I presume a system which permits the small hold-
ings of lands would be the best system?
Mr. FiNLAY. Yes; that would be the best way.
Mr. Newlands. Would it be possible to control a system of that

kind there ?

Mr. FiNLAY. I do not see why. If you put up a factory in a place
you can induce the fellows to plant—you would advance them money
that nobody has got now. Now they have not got any money.
Mr. Newlands. Could you control a system which would prevent

the factory owners from gradually absorbing the land?
Mr. FiNLAY. I do not think you can do that, but there would be

no number of factory people absorbing lands if they can get the cane
planted. They would rather buj' the cane in and simply have a factory.
Mr. Newlands. What does a sugar factory cost there?
Mr. FiNLAY. Anywhere between $200,000 and 1300,000 for a good

factory put up. I will not take up any more of your time.
Thereupon the committee went into executiye session.

AFTERNOON SESSION.

Committee met at 2 o'clock p. m.

STATEMENT OF MR. AZEL AMES.

The Chairman. Please proceed in your own way, Mr. Ames.
Mr. Ames. The principal matter th"at I desire to present to the com-

mittee, Mr. Chairman, is the extreme desire the commission, repre-
senting one part of the interests of Puerto Rico, has for the extension
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of free trade as a whole or the American tariff to us as a whole, primarily
because we think it is entirely equitable that we should be placed upon
exaytty the same footing as the Territories that have come into the
United States and are situated very similarly to ourselves.

AVhile we recognize the contentions that exist as to what our real
political relation toward the United States may be, and do not under-
take, of course, to discuss them here, we do feel that we have been
taken from conditions that were prosperous—exceedingly so during
our relation to Spain—along financial lines, and by the invitation of the
United States we have been brought into relations with this country
which entitle us at least to similarly good conditions; instead of which,
as 3^ou know, we have experienced a most unfavorable and disastrous
condition of affairs since our coming under the control of the United
States. Our markets have been lost to us and tariffs have been put in

operation against us which have been even worse in some respects than
those which were ag-ainst us under United States schedules when Spain
had control. All the interests of the island have been prpstrated,
largely as the result of these things.

There is another reason why we feel that we are entitled to, and
should have, the ftdl benefits of the American tariff', of free commerce,
which is that we need a quiescent condition, a stable condition both
for law and for commercial relations before and beyond anything else.

We have been so full of change and modification, and kaleidoscopic
conditions for two years or thereabouts that the prerequisite to every-
thing with us is something in the nature of stability. I understand
the suggestion has been made from this committee of a tariff' for us of

25 per cent of existing United States schedules.

Mr. MoClellan. Not by the committee, by a section of the com-
mittee.

Mr. Ames. Yes, sir; you are quite right, not by the committee.
It would establish a condition which, while in comparison with what
exists would be helpful, still would be subject to frequent change and
prevent what we need most—that confidence which will induce capital

to come in and locate and invest with us and develop these resources
which formerly made us prosperous, and which under American rule,

rightly applied, will make us even more prosperous than ever before.

Two features attach to the tariff question; those that involve the

matter of honor, of principle, and those which involve the commercial
considerations distinctively. We plead for both. We claim that the

United States is under obligation to us to give us every consideration

that is given to any other Territory in this matter, because we had
been, by implied contract and a score of other considerations not neces-

sary to mention, led to believe that our privileges would be the equiv-

alent of any privileges given to any Territory of the United States.

The island of Puerto Kico abandoned various advantages which she

had just come into from Spain when she came into the United States.

She had just come into conditions the most prosperous she had ever

had under the rule of Spain; but she laid down her arms, and, on the

invitation of General Miles, turned over the island to the American
people under at least the implied contract that we v/ere to be part

and parcel of the United States, with the advantages to accrue there-

from, abandoning for that expectation a great number of advantages

we already had.

Now, it seems to us that, as "it is always safe to do right," there can
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be no hope of any material gain to anybody to come from a neglect of

that agreement, whether from fear of precedent, from any considera-

tions of the approaching election, or from doubt as to what may be

the exact status of the newly acquired territory under the law, or any-

thing of that kind.

There can be nothing, we hold, in any of these considerations which
can furnish warrant for overriding the implied contracts, the promises,

the ostensible good faith of this nation toward us, as to the advantages
we were assured were to accrue to us from joining our interests with
those of the United States. At the same time we do need, more than
all other things for our immediate safety—for our immediate salvation,

I may say—that confidence on the part of capital everywhere which
will enable that return to conditions which alone tan prevent us from
becoming a wild waste. The condition we primarily desire is a stable

condition of commerce. A shifting tariff—a tariff that is one thing this

year and is liable to be change 1 next year and the next year after that

—

does not bring with it the relief we need.
The tariff, of course, is a very important factor, but closely inter-

»

locked and interwoven with that are the considerations of stable law
and stable government and the advantages to accrue from them, no one
of which can be separated from the other. But they are not distinctly
political; they are commercial considerations, which, it seems to us,-*

have a very unfavorable outlook in the treatment you propose in the
matter of tariff, which the majority of your committee have suggested.

1 will be glad to answer any questions that you gentlemen may have
to ask.

Mr. SwANSON. You are very anxious that this matter be settled as
soon as possible so as to have business arranged according to the tariff

adopted ?

Mr. Ames. It is essential for us.

Mr. SwANSON. All business down there is at a standstill now, is it

not?
Mr. Ames. Yes, sir.

Mr. CooPEK, of Texas. Where were your chief markets prior to
the late war ?

Mr. Ames. Cuba and Spain, for most things.
Mr. Cooper. What are the prohibitions now against the entry of

your goods?
Mr. Ames. They were correctly stated here this morning by Mr.

Latimer, and I think he stated them better than I could. The market
for tobacco, of course, was in Cuba.
Against that trade we have now an Executive order—a tariff of |5

a pound. Of course the markets of Spain are closed to us and all
our commodities by reason of the tariff that has been imposed since
the transfer of that island to the United States. The treaty conditions
were very materially different against us from what thev have been in
any previous treaty of the United States. There is a marked differ-
ence; because Spain, angry at the people to whom they had just o-iven
unusual advantages and autonomy going out from them, they cared
nothing for what their status might be with the United States"; while
the United States, on the other hand, has seemed to be ready through
its peace commissioners and others to admit us to a kind of vassalage
only. That is something we do not believe the people of the United
States will stand by.
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]\Ir. Cooper. You want Territorial rights, do you not?
Mr. Ames. Yes, sir. We know of no reasons, historical or legal,

which should rightfully keep us from them, and if this were the time
and place to argue the matter, I believe the equity of our claim to be
susceptible of absolute proof.

jSIr. Robertson. Are you a native Puerto Rican ?

Mr. Ames. No, sir.

Mr. Robertson. Where are you from ?

Mr. Ames. I am from Massachusetts.
Mr. Robertson. How long have you been in Puerto Rico ?

Mr. Ames. I went there with the Army in 1898.
The Chairman. It has been stated that the crop of sugar and tobacco

in Puerto Rico for the coming year would likely be larger than last

year, by'reason of the stimulus that has been given on account of the
better trade relations with the United States. What do you say to

that:'

Mr. Ames. That is absolutely incorrect. I can speak of my own
knowledge on that. I do not say that it is not a fair statement that

there may be localities in the island where the crops will be larger this

year, where an effort may have been .made to cultivate larger areas for
either one or the other of those crops; but if you ask me whether the
area in crop for either of these staples in Puerto Rico is larger than
ever before, I answer most certainly not.

The Chairman. Not larger than ever before, but larger than the
last year?
Mr. Ames. Certainlj- not.

The C'Hairman. I think the statement was
Mr. Ames. I heard that statement.

The Chairman (continuing). That there were 40,000 tons of sugar
last year and the crop this year would be 45,000 or upward.
Mr. Ames. There is no doubt that there has been more stimulus to

the sugar culture than any other, for it is about the only crop, except
cattle, that is paying. I can speak intelligently of cattle because I am
a cattleman myself. I know more about, that industry than sugar
raising, but of sugar I know this fact, that there are only two ways of

increasing the quantity of sugar. One is to cultivate more land, and
the other is to get a better return by better machinery from the land
which is occupied for cane.

Now, about 6 per cent is what they get, and by the' introduction of

better machinery they can carry that up to 12 per cent. That will

mean a larger involvement of labor and capital. But that land can only
come from one source, and that is from the area now utilized as cattle

pasturage. I know whereof I affirm when I say definitely that the land
that can be withdrawn from such use is insignificant.

The Chairman. What do you say as to the outside limits of the pro-

duction of sugar ?

Mr. Ames. Do you mean the possibilities ?

The Chairman. In case you had a satisfactory market in the United
States.

Mr. Ames. The possibilities ?

The Chairman. Yes.

Mr. Ames. I think the sugar product can just about double. It

certainly can not exceed that but a mere trifle, even if you take all the

available land. I do not think it was as emphatically stated this morn-
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ing as it might have been that the land available for sugar is abso-

lutely limited. Someone suggested we have tobacco land that might

be taken for sugar land. That certainly can not be done. The tobacco

land is to a great extent on the mountain sides, often where it is so

steep one will marvel how a man can cultivate the crop and hold his

footing, and even how the soil itself can hold on, it is so steep. The
mountain tobacco land is somewhat like the land of North Carolina,

only a little richer; but all additional land taken for sugar must neces-

sarily be taken from the pasturage land for cattle.

Not all that is available, but a certain percentage of it is old, aban-

doned sugar land. But when you have taken every acre that is adapt-

able out of present pasturage for sugar culture you could not then

—

even with the best machinery, thus increasing your percentage of

saccharine products by putting in your centrifugals and all improved
machinery, and even dividing up, as has been suggested, the large

areas into the smaller farmers' hands—even then you can not more
than double your production.
Mr. Robertson. What is the area now used for grazing purposes?
Mr. Ames. It is impossible to say exactly, but probably, including

everj'thing, mountain pasturage, old, abandoned sugar lands, mesa,
etc., not to exceed 25 to 35 per cent of the area; but it must be under-
stood, of course, that a great deal of the pasturage is rough and rockj'

land that could never be adaptable for anything but grazing.
Mr. Robertson. What is the area in acres, about?
Mr. Ames. That I can not say. There has been no survey made and

nobody knows definitely; it would have to be an approximate estimate.
Mr. Robertson. What do you approximate it at?
Mr. Ames. Not probably over 25 to 35 per cent, including all the

rocky lands, the mesa unusable for other purposes, and abandoned
sugar lands, and whatever may be in rotation from crop fields into
pasturage.
Mr. McClellan. That is 25 per cent of the total area of the island?
Mr. Ames. Not to exceed that of arable land. Of course, for sugar

land it must be borne in mind that either you have to rotate part of
that land and give it a rest or else fertilize it; and to fertilize it is

impossible at present prices, just as it is impossible to raise the wages
of the people employed in sugar growing to above about the figures
given this morning. I have had charge there recently of an inquiry
into labor questions for the Department of Labor of the Government
and an endeavor to get at certain labor statistics. In a conversation
with General Davis recently on this subject, he made substantially
this remark: "I do not see how you are going to very much improve
the general conditions of the wage-workers and their families as long
as the principal crops of the island—sugar, cofiee, and tobacco, the
profitable crops at present—are only able to pay about a 30-cent per
diem gold wage."

It is a difficult problem, but fortunately there is an answer, and it is
this: That you are not obliged to confine yourselves to what would be
called in the South "gold crops"; you are not obliged to confine your-
selves to sugar, coffee, or tobacco. " There is no day in the year that you
can not grow there some crop, and almost any crop that will grow any-
where in the world will grow there. We need from this Congress, from
this country, primarily, the opportunity to help ourselves. We are
perfectly able and willing to do it. We were doing it under Spain and
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getting rich, and conditionti were favorable then. We left the dominion
of Spain gladlj' to secure the blessings of liberty and freedom and a
larger opportunity of civilization, all of which were practically pledged
to us by this Government, without expectation of material help, and
now we find ourselves relegated by the treaty of Paris, not only to a

much worse position in material things than the one we occupied when
we were under Spain, but a far worse position than that you freely gave
to the inhabitants of Arizona and New Mexico when you took them in

as citizens under a Territorial form of government in 1850.

Wherein have we failed and what do we lack that we should be put
beneath the nomadic Indians and ignorant and superstitious fire wor-
shipers of New Mexico and Arizona, that we should be relegated to

a place inferior to that given to the inhabitants of those Territories

when you took them in ? What do we lack that we should be placed
in this position '>. We are told that the reason resides in the fear that

in some future day the Philippine Islands or Cuba maj^ present so

many demands which it would be impossible or unwise to grant that

it would be dangerous to concede our claims and thus make us a prec-

edent. I know of nothing that has hampered progress more than
that word "precedent," nothing that has tied down aspirations and
progress in all fields more than that word; and it does seem to me that

in this j^ear, the last year of the century, with the advance the United
States are trying to make along other lines, that it is quite time that

word be relegated to its proper place in the rear. It is right and
safe to do right to-day because it is right. What is right is what
3'our own consciences tell you is just to us.

Mr. SwANSON. How much is the tobacco crop in pounds a year in

Puerto Rico?
]Mr. Ames. It varies.

Mr.- SwANSON. What is the average?
^Ir. Ames. Mr. Findla}^ can tell better than I can.

The Chaieman. About 4,000,000 pounds, is it not;

Mr. Ames. Somewhere in that neighborhood.
The Chairman. What do you say as to the possibilities of increasing

that crop ':

Mr. Ames. It may be increased somewhat, but not greatly. The
coflfee crop is the crop that can be largely increased, and also the fruit

crop. We have been importing vegetables into the island. I think

all the vegetables we need could be produced on the island, and many
to ship North. There would be no trouble about it if we get the right

seed and exeicise the right intelligence in their cultivation.

There are no grapes grown on the island now, but that is because of

an interdict of Spain. Spain wanted to promote the prosperity of her

own vinej'ards, but there is no better field for viticulture. It is the

same in regard to olives. There are no olives produced on the island

of Puerto Rico, but thej' would do well there. There are no oranges

cultivated there, although they grow wild, and even the wild orange

is a very superior fruit; in fact, it is superior to any other orange

unless it be the Indian River orange of Florida. We have no frost,

our labor costs less, and everything is favorable for the production of

oranges, limes, pineapples, bananas, guavas, etc.

Mr. DoLLiVEE. Would you say that the production of tropical

fruits would seriously interfere with the fruit business of California

and Florida?
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Mr. Ames. In the first place, I do not recognize that there is much s

left of the orange industry in Florida. I have been down in Florida

and I have also been in California. I have special interest in a plan-

tation at Riverside in California, and this for years has been only a

burden. I have abandoned all hope of ever seeing any money made out

,

of it on account of frosts and having to fight the ^' scale." Altogether
-.i

it has cost considerably over $25,000, and the owners would be glad to
,

sell it to-day for |13,000, or perhaps even less. My expel-ience in

Florida has been even more unfavorable, and 1 have friends who have

not had a dollar out of the orange land owned there for several years.

Mr. DoLLivEK. Those people in California do not expect to abandon

the orange business, do they?
Mr. Ames. Well, I find that we have had over 100 of them in Puerto

Rico this last year looking to see where they shall invest and what they

will do. I came up on the steamship with 4 of them the other day.

One of them told me that it was hopeless to try it again in Florida.^

Mr. Russell. Have not the labor conditions something to do with it?

Mr. Ames. Yes, sir.

Mr. Russell. Does that not have as much or more than anything
else to do with those men looking toward Puerto Rico ?

Mr. Ames. I do not think I would put the cheapness of the labor

ahead of the character of the climate. The cliniate is the safeguard
against what has wiped out investments in California and Florida. It

is small encouragement to a man to plant and replant as it has been
necessary to do in Florida. Frost comes along there just as a man is

well fixed and wipes out his investment. It is true that a few men have
succeeded by a judicious use of fire in preventing their crops from
freezing, and I do not say it is not possible to employ their methods to

some extent successfully, but upon what I know and the experience I

have had and witnessed in Florida, I do not believe that they are

going to indulge much more in experiments of so doubtful efficiency.

Mr. Robertson. Do you know what use rice is made of in Puerto
Rico ? Do they use it as food or do they have any brewing establish-

ments there that use rice ?

Mr. Ames. There is practically no brewing from rice there. It is

used for food by the natives. It is the poorer quality of Rangoon
rice that they use most largety. There is a little upland rice, not as
much as there might be, but still it could not be increased very much;
Certainly not in competition with rice from this country if there were
free commerce conditions.

We have neglected one consideration of great importance. I do not
think I have heard any statement before any committee that reaches
at all the facts or figures as to what is possible and natural and is our
just expectation in regard to the trade Puerto Rico wiU have with the
United States for machinery, agricultural implements, breadstuffs,
and so forth, if we are put in the proper relation to them.
There has never been much effort made in that direction. There

has not been the encouragement for it aside from the matter of the
tariff; but with the proper commercial interest and effort, and with
the tariff removed, a very large commercial trade is absolutely certain
to be immediately established with the United States. All carriages,
all machinery, all hardware, all cotton goods, all breadstuffs, all beef
and pork supplies, all fish are to come from the United States if the
conditions are made right and if something is lost in customs-revenue

—
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and it could be but little comparatively speaking—it would be many,
many times more than equalized through profitable commerce.
Mr. Russell. I wanted to ask Mr. Finlay something about the pro-

duction of sugar. In a statement this morning I think it was admitted
by Mr. Finlay or others that the average production was about 56,000
or 58,000 tons.

Mr. Finlay. Somewhere about 60,000; yes, sir.

Mr. Russell. Is that on large plantations ?

Mr. Finlay. No; large plantations are few. It is generally divided
into small holdings of three or four or five hundred acres.

]Mr. Russell, bmall holdings by different parties, you mean ?

Mr. Finlay. Yes.
Mr. Russell. There are no large sugar producers in Puerto Rico,

are there ?

Mr. Finlay. The very largest I should say produces about 3,000
tons. I am myself one of the largest down there. I make about 2,000
tons of sugar a year.

Mr. Russell. And you have interest in other sugar plantations ?

Mr. Finlay. I have an interest in a factory that simply purchases
cane. That is a small company incorporated in England, and we are

going to incorporate it now in New York. There are some American
capitalists, Messrs. Armstrong & Co. , of New York, for instance, who
hold 35 per cent of the stock of that compan}'^, and my brother and
mj'self have three-eighths, and we manage it down there.

Mr. Robertson. Are you a native Puerto Rican ?

'Slv. Finlay. No, sir.

Mr. Robertson. How long have you been there?
Mr. Finlay. Thirty-five years.

Mr. Robertson. Were you an American citizen ?

Mr. Finlay. No, sir; I am an Englishman.
Mr. SwANSON. Have you anyone here to-day that is acquainted with

the tobacco interest of Puerto Rico?
Mr. Finlay, No; none of our friends here; but the tobacco industry

is not a large industrj' there.

Mr. SwANSON. What is the grade of the tobacco ?

Mr. Finlay. Fillers; mostly used for fillers.

Mr. SwANSON. What do they make—cigars ?

Mr. Finlay. Yes.
]Mr. SwANSON. Do they produce any chewing tobacco ?

Mr. Finlay. No; all the chewing tobacco is imported from the

United States.

Mr. Swanson. You say they used to sell their tobacco in Cuba ?

Mr. Finlay. A great deal of it.

Mr. Swanson. And then it would be made up into cigars and sold

as Cuban tobacco?
Mr. Finlay. Yes.

Mr. Swanson. Becausethe Cuban cigars have such a good reputation?

Mr. Finlay. Yes. That was really our best market. We can not

come into competition with your tobacco.

Mr. Swanson. The Puerto Rican fobacco will simply be used instead

of the Cuban tobacco, and now instead of sending it to Habana to be

made up into Habana cigars you would send it here ?

Mr. Finlay. Yes. I was speaking to Senator Piatt, of Connecticut,

yesterday about this matter. We have no leaf at all like your Con-

necticut leaf.
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Mr. Cooper. The Puerto Rican tobacco will not interfere with the

Virginia product?
Mr. FiNLAY. No, sir. What we think is a great injustice now is

that we can not ship in any other vessel but American vessels. That

has been so since the 1st. of Januar}^ and that has raised freight very

much indeed. Before we used to imj)ort

The Chairman. In that you are like all the rest of the United

States.

Mr. FiNLAY. We used to ship in English vessels and in Norwegian
vessels and other vessels to the United States, but now we can not do

that. But you do not give us the tariff rates of the United States.

The Chairman. That is one of the difficulties you have.

Mr. SwANSON. Now they make you ship in American vessels and
pay a high tariff besides ?

Mr. FiNLAY. Yes. I know in the last few days we have paid $10
freight on 1,000 feet of lumber. 1 think that is an injustice. If j'ou

will give us free trade with the United States we are willing to take

your American vessels. We do not want one thing and leave off the

other thing. We will take it all if you will give it to us.

Mr. RtrssELL. How many sugar factories of the size j^ou name are

there on the island?

Mr. FiNLAY. Oi the largest factories I think there are eight. Those
are called centrifugal factories. The others are all common process
sugars.

Mr. Russell. They are larger than 1,500 tons capacit}-?

Mr. FiNLAY. No, sir; there are three a little larger than mine, and
then comes mine and then the others of about 1,500. They are not

large factories. There are no large extensions there to make any big
factories.

Mr. Russell. Your interest is in a 1,600-ton factory and a 2,000-
acre plantation ?

Mr. FiNLAY. Yes, sir.

Mr'. Russell. Your sugar interests?

Mr. FiNLAY. Yes, sir.

STATEMENT OF MR. HENRY T. OXNARD.

Mr. Oxnard. Mr. Chairman, I should like to submit first my argu-
ment (see appendix), an argument which I made before the Insular
Committee of the Senate about two weeks ago, with a few additions
which I will submit to the clerk.

Apart from that I will only say a few words.
In the first place, I want to correct a statement made by Mr. Finlay,

in which he attributed to me the tonnage of the island at 170,000 tons.
I find on looking over my testimony that that figure was given by
Senator Nelson, of Minnesota, and not by me.
In regard to the area of arable land on the island, I stated that it

was 3,000,000. My reason for doing so was that in a conversation
with General Davis, he spoke of 3,000,000. He evidently meant
3,000,000 in all, but I took it to mean 3,000,000 of arable land. From
the best information I can get, and I believe it is true, they will have
300,000 acres that they can put into sugar lands.

One of the witnesses made the statement today that there are
100,000 acres that could be put into sugar cane, and my judgment is
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that when they get free trade, if the}^ ever get it, it will make that crop
so immensely profitable that they will find the other 200,000 acres. My
reason for that is that we heard the same story about Hawaii some
years ago. The}' started in with about 35,000 tons and this last year
they have gotten up to 325,000 tons. Every foot of the island of
Piierto Rico, as soon as that industry is shown to be profitable, will be
put into sugar instead of being used for pasturage, and I will tell you
why that will be profitable for sugar.
They have gone on producing sugar for the past four hundred years^

I believe, and the statistics of the last twenty years show that they
have gone on with all kinds of tariff, and even free trade, and pro-
duced their sugar, at least two-thirds of it being shipped to this

countrj', and I do not believe they Avould have gone on and made this

sugar unless there had been money in it. If you give them, in addi-

tion to that profitable industry, a remission of a cent and a half in

round numbers, leally 1.68, you will give them f30 a ton on every ton
of sugar, and supposing—we will take, for instance, the 100,000 acres

that Mr. Stone gave as being adapted to sugar culture along the line

of his railroad—supposing that they fertilized that land, as of course
they will as soon as it is profitable, I claim that their crop of sugar
will increase from li- to 3 tons per acre. Three tons per acre on
100,000 acres would be 300,000, and |30 on 800,000 would be
^9,000,000.
The Chairman. You will have to revise your wr tten statement a

little on that, will vou not?
Mr. OxNAED. Why?
The Chairman. You put it at 100,000 tons there, did you not?

Mr. OxNARD. I said 100,000 acres there and 3 tons to the acre.

The Chairman. In your original statement in writing to the Senate
committee I think you put it at 100,000.

Mr. OxNAED. Taking their figures, but I am now giving you my
figures. Their figures, I claim, are not correct.

The Chairman. Let me ask you right there, what was the effect of

free sugar in the tariff' law of 1890 upon the sugar crop of Puerto
Rico?
Mr. OxNARD. They went on and produced about as much as they

ever did before.

The Chairman. Notwithstanding they had free sugar in the United
States ?

Mr. OxNARD. Yes, sir. There was no reason why they should
increase their output.

The Chairman. Everybody had free sugar then ?

Mr. OxNARD. Yes; everybody had it. We had a bounty. What I

say is that they produced it right along under free trade, and I do not

suppose they produced it at a loss, either.

The Chairman. Under the free sugar from the Hawaiian Islands,

and with a tariff' on sugar from other countries, please state briefly

how the sugar-beet industry has grown in the United States, if you
are familiar with that.

Mr. Oxnard. I will state this, Mr. Chairman, that it has grown
from nothing to about 60,000 or 70,000 tons this year.

The Chairman. And what are the prospects for next year ?

Mr. Oxnard. Next year perhaps 100,000 tons. But I claim that

the Hawaiian sugar is hurting us to-day in California; that since the

p E 3
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annexation of Hawaii, so-called, we have not built a factory on the

Pacific coas-t and, the increased production of sugar from Hawaii is

retarding the development of the sugar industry to-day on the Pacific

coast.

The Chairman. And still the beet-sugar industry has grown enor-

mously in California, with free sugar from Hawaii for twenty years,

has it not?
Mr. OxNAED. Yes, it has. I have not made the claim and do not

claim that the 60,000 tons would hurt us, but what we fear is that

that 60,000 tons will be increased—I said 300,000 tons, but I am
afraid 500,000 tons.

Mr. Tawney. From Puerto Rico ?

Mr. OxNAED. Yes. There is just as much reason to believe it as

there was to believe the production of Hawaii would be increased the

way it has been—if we are to take the precedent of the past.

Mr. SwANSON. Where is the land from which you expect this great

increased production of sugar ?

Mr. OxNARD. The pasture lands. When they find that in addition

to the profit they are making to-day, in the sugar industry they can

make |30 a ton, I think that a large amount o± money will go into

that; that the factories will be improved, the land fertilized, and the

result will be a large increase in the acreage; I can not say exactly

how much.
Mr. SwANSON. You do not think much more land can be opened up

outside of the pasture land; that is, hill lands can not- be utilized, can

they?
Mr. OxNAED. I have never been in Puerto Kico and so I have to

take my facts from others. But I know this; that the same thing was
said in reference to Hawaii, and, as I have already stated, one of the

witnesses has said thej^ could put in 100,000 acres on the line of the

railroad he is projecting in Puerto Rico.

The Chairman. Who was that?

Mr. OxNAED. Mr. Stone. So, if that could be done in one direc-

tion when they have developed these inland valleys, is it not fair to

presume that when the profit increases immenselj' that they will de-

velop other lands?
The Chaieman. Did you not say to me the other day that it was not

free sugar for Puerto Rico that you feared, but the fear was that that
would be followed by free sugar from the Philippine Islands and Cuba?
Mr. Oxnard. Yes, and 1 stand on that ; that is one of the things

we fear. We can not say to what extent ; we do not know. I do not
think anj'body in this room can say to what extent the Puerto Rican
sugar industry can be developed and to what extent the Hawaiian in-

dustry may yet be developed, but it is my opinion that both are going
to be developed so as to produce, possibly, half the sugar this country
requires.

Mr. SwANSON. If they were to make 19,000,000 there, as you are
afraid, do you not think that $9,000,000 would be spent in the pur-
chase of goods in this country?
Mr. OxNAED. No; not the nine millions.

Mr. SwANSON. We having every advantage of machinery and manu-
factured articles, and so on?
Mr. OxNAED. No; I think they will import a larger amount of ma-

chinery and other things, but not to that extent.
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Mr. SwANSON. With the present Dinglej' tariff, which is a high
protective tariff to American enterprises and industries, could any
nation in the world compete with us in Puerto Rico in anything that
America raises or produces, and if they were to malie a gVeat deal of
money on sugar—and I for one would be very glad to see them make a
great deal of money—would not they buy from us here in proportion
to the amount of money they made?
Mr. Robertson. What would become of the sugar industry in this

country 1

Mr. OxNABD. I am looking out for the American beet-sugar industry
particularly, and I want to see capital invested in that industry. We
have the soil, the climate, and the skill. Why should we not go ahead
and develop it in twenty States of the Union instead of a dozen States
where it has already found a home? What I fear is that if you take
the position that the products of those islands can come in duty free
that not a penny will be invested iu the beet-sugar industry, and that
only the existing factories will go on, and when it is shown that the
industry gets along and thrives—it must thrive—and I heard a wit-
ness say when he was asked what the price of sugar laud was, that it

was from $100 to $500 an acre. I have never heard of any sugar land
here bringing such a price as l^at; that is, with a tariff against them
of a cent and a half. What are we to expect from an industry that
will be protected by a tariff of $30 more a ton ?

Mr. Geosvenoe. What is your explanation as to whether or not
there is any such land as that?
Mr. OxNAED. The first witness, Mr. Latimer, stated the other day

that the price of the best sngar land was from $100 to $500' an acre.

Mr. SwANSON. Do you think it ought to be higher than that?
Mr. OxNAEP. 'So; I think the industry must be in a very satisfactory

condition if the land is worth that much per acre.

Mr. SwANSON. What is cane land worth in Louisiana?
Mr. EoBERTSON. Twenty, twenty-five, or thirty dollars an acre.

A Membee. E"ot over $35 an acre.

Mr. Newland. What is beet sugar land worth?
Mr. OXNAED. About from $30 to $50, according to location.

Mr. Newland. In what States do you now refer to?
Mr. OxNAED. Nebraska and Iowa'.

Mr. Newland. How is it in California?

Mr. Oxnaed. And in California it is worth from $50 to $100 an acre.

Land is higher there.

Mr. Grosvenoe. That is, land that will produce beets?
Mr. Oxnaed. Tes, sir.

Mr. SwANSON. You do not expect the competition from Porto Eico
to be what the competition is from Hawaii, do you?
Mr. Oxnaed. Here is what I am afraid of : That with that stimulus

every foot of land will be put to sugar.
Mr. Swanson. The tobacco people say that every acre of available

land will be put in tobacco and the rice people say that every avail-

able acre will be put in rice.

Mr. Oxnaed (continuing). And that with fertilizers and so on they
will be able to bring their crop up to from 100,000 to 300,000 tons.

The Chairman. How much sugar was consumed here last year?

Mr. Oxnaed. Two million tons.

The Chairman. And how much of that paid duty—1,400 tons?

Mr. OxNARD. Just about that.
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There is another thing. The price of labor down there is an impor-

tant factor. They pay from 10 to 30 cents for their labor. The lowest

we pay is 15 cents an honr and from that up to 30 cents an hour. That
does not mean for superintendents or our higher class men—those men
get salaries of five or six thousand dollars a year—but it is for the labor

in the factories.

Mr. Nbwland. Do I understand that common labor in the factories

there gets 30 cents a day? I understood that they got 60 cents a day.

Mr. OxNABD. It was stated 60 cents a day in their money. That
would be 30 cents or thereabouts in our money. The testimony is that

they get from 40 to 60 cents a day in their money.
Mr. Cooper. That was agricultural labor. What do you pay agri-i

cultural labor?
Mr. OxNARD. We pay them $1.50 and $2 a day in California.

Mr. SwANSON. Do you mean to say the average farm laborer in

California gets $60 a month?
Mr. OXNAED. Yes,
Mr. SwANSON. Ordinarily?
Mr. OxNABD. Tes; then we feel that American capital will stop.

As soon as you establish free trade it means, the way we take it, free

trade with the Philippines and subseqviently free trade with Cuba if

Cuba is annexed; and if that is done our industry is ruined.
Mr. Nbwlands. Do you find the beet-sugar and cane-sugar indus-

tries has led to the concentration of landholding; is land held in large
tracts ?

Mr. OxNARD. The beet sugar industry is scattered among small
farmers. The cane-sugar industry is confined to large holdings to a
considerable extent, and that is carried on more or less with slave or
contract labor.

Mr. EOBERTSON. Where is that?
Mr. OxNARD. I am talking of Hawaii and Puerto Eico.
The Chairman. The beet-sugar establishments in the United States,

after they have become established and after they have succeeded in
getting the farmers to raise beets in sufiQcient quantities, have been
successful financially, have they not?
Mr. OxNAED. Some have, and others have not.

The Chairman. I mean as a rule.

Mr. OxNARD. T will mention a case. Senator Clark, of Montana,
has an investment of about $1,000,000 in southern California in a beet-
sugar factory. He ran the year before last about two weeks and he
ran last year, I think, only about one week. That was the total run on
that investment in two years. His failure to run longer was due to the
drought.
The Chairman. In my question I said where they have beets in

suflflcient quantities to run through the season and the farmers had
land of good quality on which they could raise beets.
Mr. OxNAED. Tes; then it has been sufficient.

The Chairman. Of course Senator Clark has a good many irons in
the fire and could not attend to the beet sugar industry personally.
Mr. Eichardson. After Hawaii and Puerto Eico and Cuba "have

been annexed, as you suggest, and the production largely multiplied,
how much cheaper would the people of the United States get sugar?
Mr. OxNARD. Well, that depends. I think that the sugar trust would

get some of it.

Mr. Eichardson. But do you not think the masses of the people
would get the benefit?
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Mr. OxNABD. They would rake off a quarter of a cent in Hawaii. If
you take this tariff of a cent and a half, it will not go entirely to the
gentlemen in Puerto Eico.
Mr. EiCHABDSON. But if the sugar stayed at as high a price as it is

now it would not hurt your manufactures?
Mr. OxNAED. It is bound to fall.

Mr. EiCHARDSON. Then would it not benefit the masses of the people
if it fell?

Mr. OxNAED. I think not. I think it is far better to produce at home
that $100,000 of agricultural products that we buy than to send the
money outside.

Mr. SwANSON. We are not sending it from home when we send it to

Puerto Eico; we are sending it home, to our own people, I think.

Mr. OxNAED. That remains to be seen. If they are our own people,

that is different.

The Chairman. The per capita consumption of sugar has increased
very largely within the last few years, has it not?
Mr. OxNARD, It did when we had free sugar. It increased about 10

pounds. When we went back to a tariff it cost us more and it then
•decreased.

The Chairman. And the times were very much depressed for sev-

eral years?
Mr. OxNARD. Yes,
The Chairman. And people did not have the ii oney to buy sugar?
Mr. OxNARD. That is true.

The Chairmaj!T. And since then the per capita consumption has
increased rapidly, has it not?

Mr. OxNARD. Not very rapidly.

Mr. Cooper. Is not the per capita consumption to-day less than it

"was five years ago?
Mr. OxNAED. Yes. We had free sugar then; sugar was cheaper.

The per capita consumption was 8 or 10 pounds more.
The Chairman. You mean six or seven years ago ?

Mr. OxNARD. Six years ago.

The Chairman. That was the close of the free sugar period ?

Mr. OxNARD. Yes.
The Chairman. And now, since better times, the per capita con-

sumption has increased for the last year or two.
Mr. OxNARD. Xo, it has not.

The Chairman. It has not in the last two years?
Mr. OxNARD. Perhaps in the last two years it has, but the per capita

six years ago was higher than it was last year, for instance.

The Chairman. But it ran down very rapidly from 1894?
Mr. OxNAED. Yes.
The Chairman. It ran down 8 or 10 pounds, and now a large part of

that loss has been recovered, it has jumped ahead again, has it not?
Mr. OxNARD. No, it has not; not entirely. I think you will find it

has not.

The Chairman. We do not seem to have the figures definitely. Has
not the gross consumption in the United States increased much more
rapidly than the increased product in the Hawaiian Islands of free

sugar?
Mr. OxNARD. I have not the figures at hand to state that accurately.

Mr. SWANSON. Do you think the annexation of the Philippines and
Cuba with free sugar will paralyze the beet-sugar industry of the whole
country?
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Mr. OxNARD. Without a doubt. Capital will not invest; absolutely

not. I have spoken of the difference in labor. You see what labor is

paid in this country. The labor in the one case is paid as high as 30

cents an hour, whereas it is only paid 5 cents a day in the Philippines.

Mr. EoBEBTSON. What effect has the annexation of Puerto Eico had
upon the beet-sugar industry in this country?
Mr. OxNARD. It is going to check it.

Mr. Robertson. Has it checked it?

Mr. OxNARD. Yes. I do not know of a single factory that is going

up now, and nine went up in Michigan last year.

Mr. OooPBE. Did not you state a while ago that you thought that

there would be 100,000 tons more produced next year?
Mr. OxNARD. Because the factories have been increased in capacity

and because many factories—like the factories of Senator Clark that I

spoke of^will produce much more. This year probably the output
there will not be more than 10,000 tons.

Mr. Cooper. But should the conditions be favorable on his planta-

tion it would largely increase the product of sugar, would it not?
Mr. OxNAED. I say I should think it would be increased to sixty,

seventy, eighty, ninety, or one hundred thousand tons.

The Chairman. It is a fact, is it not, that two-thirds of all the sugar
consumed in the world is now made from beets?
Mr. Oxnard. About that. The reason is this-^

The Chairman. And several years ago
Mr. OxNARD. The opposite was true; two-thirds of the sugar was

made from cane and one-third from beets. Now I want to go further
and state the reason for it. Germany and France do not allow a pound
of cane sugar to come into their countries ; neither does Austria. They
give liberal bounties because it is of such importance to their agricul-

ture that they have found it pays them to adopt this system. They
have very largely increased their output of beet sugar on that account.
Then, again, the war in Cuba has brought the production from a little

over 1,000,000 tons in its zenith down to about 200,000 and some odd
tons, and while that condition is existing it has changed the increase
just as you have stated it.

Mr. KoBERTSON. What are the main sugar producing countries of
the world?

Mr. OxNAUD. Cuba is at the head. She stood far and away above
all other countries. There is Java and Hawaii, the Philippines, Puerto
Eico, and Brazil. Those are the chief ones that I remember.

Mr. Nbwlands. Does the beat sugar industry permit small holdings
more than any other industry?
Mr. OxNARD. It does; very much more. It is an intensive culture.

It is a crop in which the farmers find after they have grown beets on
their ground that their next crop, say wheat, will be increased, perhaps
50 per cent, owing to the fertilizing of the soil, which they can afford to
pay for sugar, but can not afford to pay for the wheat crop.

STATEMENT OF MR. JAMES D. HILL, OF LOUISIANA.

Mr. Hill. Mr. Chairman and gentlemen of the committee, I am inter-
ested in the cultivation of sugar in Louisiana, about 13 miles below
New Orleans, and, of course, the special interest that we have in that,
part of the country is purely agricultural.

We have looked with the greatest anxiety on the course that is likely
to be pursued here toward these new lands acquired by the late war;.



39

and our chief fear, so far as Puerto Rico is coacerned, is that a policy
there would probably be the entering wedge to open up the Philippines

;

and it would be an object lesson to those who desired to annex Cuba.
The Cubans themselves might make an application for annexation
which, with our noted generosity and past habit of opening our arms
to the world, would likely be accepted.

If they should knock, the door would likely be opened to them, and
coming in as part of our territory they would have the advantages
arising from free trade. Now, gentlemen, we consider we are an older
child of the United States, having been acquired by the Louisiana pur-
chase. Not that we desire to be particularly a favored child, unless
there are reasons for it much stronger than the reasons those who have
recently come in can advance for their being favored.
We have had, I suppose, not less than $100,000,000 invested in sugar

alone in Louisiana. The industry has extended also into Texas and
somewhat into Florida, and recently we were visited by representatives
fipom Georgia who visited Louisiana for the purpose of seeing how cane
was cultivated and to compare the condition of their land with ours and
see if it were possible to institute cane culture in the State of Georgia;
and I believe those who have made the investigation have stated that
there is a large tract of land running along the Gulf coast that could be
utilized for that purpose.
Now, the sugar industry in our country supports fully one-third of

the entire population of the State of Louisiana, giving employment to

the men, and in many cases to the colored women, and of course neces-
sarily supporting their families, and it has been really one of the main
supports to the commercial interests of the city of New Orleans,
because there is a larger amount left by transacting the sugar business
which remains as a profit—much more than is the case in the cotton
business—left in the hands of the merchants and citizens of New
Orleans.
Mr. Steele. What do you pay labor there, on an average?
Mr. Hill. We pay from abgut 75 cents for women, who do hoeing

and to plant the cane, to 80 and 90 cents to the plowmen; and in the
grinding season, when the crop is taken off, those rates are raised to

$1 a day for both men and women, because the woman is almost as
useful as the man in cutting cane. In the sugarhouses the ordinary
wage is $1, and for skilled labor we pay from $2 to $5 a day.
Mr. Steele. What are the best sugar lands worth?
Mr. Hill. A plantation having four or five thousand acres, of which

from 1,200 to 1,500 acres will be improved and cultivated, will be worth,
probably, $50,000. Such a plantation will also have a sugarhouse on
it. Some sugarhouses cost more than can be obtained for the land
and the improvements together; and in many instances where there

have not been central factories, sugar land has been sold as low as $10
a cultivable acre; and if a person can procure from $15 to $25 an acre

he is doing pretty well.

Mr. Steele. How much sugar can you raise off that land?
Mr. Hill. Good land in our State, with good machinery, will pro-

duce anywhere from three to four thousand pounds per acre. We have
a large number of persons who were formerly engaged in truck farming
in the neighborhood of New Orleans who have gone into cane planting

since we established this system. They sell their cane to the factories,

and the cane is either delivered at the mill by their own teams or else

the stuff' is put on cars and delivered by carloads at the factories. So
in that way the industry has been advancing, although it has never yet
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attained the proportions to supply tie demand in the United States.

This amounts to over 2,000,000 tons. Our greatest amount made at

any time since the war, I think; has been about 350,000 tons. Both

last year and the year prior to that the crops were bad, owing to a

rainy season in 1898 lowering the crop to 250,000 tons; and owing to

the very severe frosts that occurred in February of 1899 bringing the

crop down to 150,000 tons.

The desire we have is, of course, to protect those agriculturists in our

country. The prosperity of the sugar industry not only does that, but

also protects the commercial interests we have in the city of New
Orleans, and I have considered that under the policy that is pursued
in this country, of protection being given to manufacturers, that we
should at least have our present agricultural protection maintained.

Mr. Grosvenor. Tour State is not favorable to protection, is it?

Mr. Hill. Yes. We have had a Senator here who has fought for

protection.
Mr. Grosvenor. Most of your Senators and Eepresentatives here

voted for the lowest free-trade rates. You always elect them and
reelect them.
Mr. Hill. They have been reelected.

Mr. Grosvenor. Have you heard of anybody being defeated because
of advocating free sugar?
Mr. Hill. I have not.

Mr. Grosvenor. And yet you single this case out, to put the burden
on the Federal Administration, while you approve the action of your
Eepresentatives in voting against your local interests.

Mr. Hill. I beg your pardon, but I do not propose to make that sort

of an argument. The contention I make is this: That in the present'
condition of the tariff we have a means of living in Louisiana; that
there is absolutely no necessity, for the purpose of creating a happy and
prosperous people in the island of Puerto Rico, that there should be
extended to th^m this policy of free trade, as they have demanded it.

Mr. Grosvenor. What I wanted to point out was that this happy
condition that you have now is a happy condition that we were com-
pelled to force upon you, to hold you down and force it upon you, and
now you want to hold on to it and are unwilling we should take it away
ftom you.

Mr. Hill. On the contrary I claim our representative in the Senate
was as active as any man to obtain the condition of affairs that exists
to-day.

Mr. Grosvenor. You would pick him out as the true representative?
Mr. Hill. Yes, he is a true representative, and three Louisiana mem-

bers of the House voted for the Dingley bill. The liepreseutative from
the First district and the Representative from the district I live in voted
for the bill—Mr. Meyer, Mr. Davy, and Mr. Broussard.
Mr. Grosvenor. You do not seem to draw any lines of punishment

against the men who voted against you.
Mr. Richardson. The division in your State is just about the same

as the division in the State of the gentleman who is interrogating you?
Mr. Hill. Just about the same.
The only point is that, so far as the revenues are concerned, there is

no necessity of insisting on freetradefor the island of Puerto Rico. For
years that island has been prospering. Even under Spain they have
been prospering. They have been making sugar at 3 centavos a
pound, or 2.10 cents, as at present testified, although in the volume of
Progress of the Beet Sugar Industry in the United States, 1898, it is
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shown that the price was, for centrifugal sugar, as low as 1.82 cents
instead of 3. If it costs the higher price and pay duty to bring it

into this country, they would be producing it and laying it down here
at about the same price that it costs us to i)roduce that article. There-
fore they are put on a parity with us American producers, I say, even
if this tariff is maintained. But the appeal has been made that they
desire now that free trade shall be extended to them because they have
been visited by a great calamity, which has come from the hand of
Providence, and it is on account of this that they appeal to us.

The hurricane will not recur, probably, for twenty-five or fifty or even
a hundred years. It is followed by an extraordinary condition there
to-day. In our country we suffer from Irosts. In the last year frost

threatened the destruction of the cane-sugar industry in our country.
If it had been known that the temperature would fall to near zero last
winter every man who had an interest in a sugar plantation would
have sold out in advance at half price, if he could have done it. Yet,
notwithstanding that, the crop of this season has come up to half a
crop, by reason of saving seed and the fact that the extreme cold
weather did not entirely destroy the stubble cane. That was especially

so on the lower part of the Mississippi, below New Orleans. So we
down there have made more than half an average crop, but the crop
throughout the State has been largely injured by that weather, yet we
have no valid claim therefor upon the United States Treasury.

If, in view of the hurricane they had down there, it is absolutely
necessary for them to have some assistance to start them on their feet

again, let it be borne by every person that pays taxes. Do not single out
the industries with which these gentlemen come into competition when
they come into our ports, and say "You must help these persons to bear
this burden, not only for this year bub for all time to come."

I trust the burden on them to-day is not as heavy as portrayed, for

they tell us that even on plantations labor is independent enough to

ask dduble price, which scarcely comports with their reported destitu-

tion and starvation.

I would now like to call attention to the benefits Puerto Eico had in

the past by reason of its trade with Spain and Guba. The statement
was made that before the war they sold a large quantity of tobacco to

Cuba and that they are deprived of that market, and therefore we ought
tx) furnish a market equally as good. Granted that they did sell almost
all of their tobacco to Cuba. How did they sell it? They sold it to a
country which was obliged to use it in making up its cigars, and then
it would be exported to this or some other country for consumption,
where it would be sold necessarily under the burden of a tariff.

So a tax would be finally levied upon it wherever it was sent for

consumption. Therefore that market has not been taken away. In
disposing of their tobacco in that way they made a profit on it. It had
to pay a tariff when it went into the country in which it was con-

sumed. You are not injuring them when you make them pay the tariff'

directly, for it was always bearing upon them indirectly, and fixed the
price at which they sold.

The conditions today are not changed. They never sold tobacco in

ports of consumption on a free-trade basis, and you are not in equity

called upon to produce other ports to which they can send their tobacco

tariff free.

Mr. Newlands. But there is a duty on it now that did not exist

before?
Mr. Hill. Yes.
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Mr. Nbwlands. And so that is an additional burden?
Mr. Hill. Fo. They are precisely in the same attitude they were

before. Before the war that tobacco went through Cuba and then was
consumed here or in another country where there was a tariff on it,

and now it comes directly here; but the tariff on the tobacco is pre-

cisely the same whether it passed through Cuba or whether it comes
direct.

Mr. Newlands. But now the tax upon Puerto Eico is a tariff tax

of this country plus the war tariff in Cuba.
Mr. Hill. But what I am speaking about is the condition in which

Puerto Eico finds itself, and for which you say they have to blame the

United States. They had free dealings with Cuba under Spanish
dominion and were successful planters. The tobacco planter at that

time sold to Cuba, but the Cuban had to pay a tariff on it when he
sent it out for consumption, and considered that tariff tax in the price

he paid to the Puerto Eican planter.

So far as the amount of sugar that can be raised is concerned, we
have been told by those who have had some knowledge of tobacco—at
least so I understood from those who have been testifying—that they
were able and believed that they would make more money out of sugar
and that their tobacco lands would be changed into, sugar lands. Now,
there would be excluded necessarily, from the statements made, the land
where the tobacco is raised on the hillside. But as a matter of fact

tobacco is also raised in the valleys, on lands which can be used for

sugar. The statement was made that those lands where there is now
tobacco would go into sugar. But even exclude that. I see somebody
shake his head. I may be in error. Still there can be no doubt of the
fact that the land used as pasture land can be used as sugar lands.
In those plains that are subject to overflow it would not do ; but

there are vast plains that are not subject to overflow in the island
which can be put into sugar culture at a profit, and if you reduce the
tariff you will induce the reclamation of these lands. The amrfunt of
pasture land in Puerto Eico, according to the census, is 1,127,000 acres.
A statement was made here that at least from 25 to 35 per cent of this
land could be changed into sugar land. If you make a calculation you
will see at a glance that the proposition made by Mr. Oxnard is far
below the fact rather than an overestimate of it. The fact will be that
they can have more than 300,000 acres of land to put into sugar. With
300,000 acres of land in sugar, by fertilizing, they will be able to almost
quadruple the amount they get now from the cane lands, and that will
bring the product of Puerto Eico up somewhere in the neighborhood of
nearly 700,000 tons of sugar.

Mr. EiCHARDSON. And you think that would reduce the price of
Louisiana sugar?
Mr. Hill. Yes.
Mr. EiCHARDSON. What would our people in Tennessee do who do

not raise sugar; would we get it that much cheaper?
Mr. Hill. If the price be reduced, of course.
Mr. EiCHARDSON. We are consumers there. Tou make a good argu-

ment for me to vote against your proposition.
Mr. Hill. No ; for my argument is that the policy " live and let live "

is what should be upheld by the Congress of this country, and that is
why I protest against accepting this policy of insular free trade, because
the result will be that it will condemn us to that pauperism that we do
not want to see in our part of the country, and that we do not want to
see forced upon any other portion of the country.
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I am coulident that the soil of Tenuessee could be used for raising
beets, and it might make that State richer, aud it would not make you
any poorer certainly to be paying to your own citizens in your own
territory the price you have to pay now for sugar raised elsewhere.
Mr. EoBERTSON. Suppose we were to let the Philippine Islands in,

and let them establish their own government and treat them as we do
others, would this condition that you dread so much come about?

Mr. Hill. It necessarily would not, because by making them a sep-
arate government, or even if you keep them as a part of the United
States, under a provisional government, under the control of the Com-
mander in Chief, the President, you keep them so that they will have
this tariff barrier between them and us. Then we will still be pro-
tected.

Mr. EiCHARDSON. Su])pose we pass a law in the line you suggest,
inaugurating a tariff against the Puerto Eicans. It seems to me that
all these representatives from Puerto Eico are anxious to have the tariff'

laws of the United States extended over those islands. They want to
organize a territory and come within the United States as soon as pos-
sible. American capital is going to be invested over there with rapidity
and American citizens are going over there; do you not think that any
form of government we establish in the line you indicate will be
transitory and short?
Mr. Hill. That may be, but that is exactly the policy that was pur-

sued here in 1800. At that time they changed the tariff' law and
allowed sugar to come in free, giving a certain time within which
bounty was to be paid. "While it was accepted by the people of Louisi-

ana they expected to have a condition of free trade entirely at the end
of the time fixed, so we set to work and expended millions of dollars

to get ourselves prepared for a basis of free trade. That is precisely
what we want now. The Eepublican party, as you know, did not put
sugar on the free list because they were believers in free trade but
because there was a surplus in the Treasury. Of course circumstances
alter cases widely. They have concluded since that time that the
policy of protection is the proper one and I think they are right.

Mr. SwANSON. But you prupose to permit our goods to go in there
free and not permit their goods to come here and seek a market?

Mr. Hill. I did not say that.

Mr. SwANSON. As I understand, you propose to fix the tariff' so that
the Puerto Eicans products or goods will not enter into competition
with yours, and then let our goods go in there free?

Mr. Hill. I take it for granted you are fair minded, and that a scheme
of tariff' will be allowed which will furnish them enough to support the
island government.
Mr. SwANSON. They would then be in a state of vassalage so far as

we are concerned. We would take advantage of them both going and
coming. Every industry will claim protection, and that will keep out
anything that they might otherwise be able to sell here at an advan-
tage, and then we are to be the judge of what their tariff shall be
against us.

Mr. Hill. Of course, the Government has to decide on the tariff.

Mr. SwANSON. I can see some justice in proposing this if you had a
legislature in Puerto Eica, as Canada has, for instance. Canada fixes

the tariff" upon which British goods come in and Great Britain fixes the

tariff' upon which goods come into Great Britain ; but the proposition

here is for Congress to decide our tariff' and the tariff' to be placed on
goods coming into Puerto Eico.
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Mr. Hill. Perhaps I have not uuderstood the reason why I am here.

I uuderstood the chairman to say that we were to discuss the question

of revenue. If you want me to go into a discussion of government, that

is another thing.

Mr. SwANSON. Tou would place a tariff on sugar coming from Puerto
Bico'l

Mr. Hill. Yes.
Mr. SwANSON. What would you suggest to do to prevent our goods

going down there and competing with them; what would you suggest
to equalize that?
Mr. Hill. I would be willing and anxious to have the people of

Puerto Eico satisfied as far as it is possible to satisfy them, but not to

the extent of changing the internal economy of the United States.

What they desire should be taken into consideration. But let the
Government established be one in which they run on their own wheels
under the President—for what I contend is that heretofore they have
been a prosperiiig community, have been able to make money and cul-

tivate their lands successfully; let them have that amount of autonomy
which will satisfy them, and let them go along as they have done here-
tofore; but don't put them into our body politic, a sort of vaccine virus,

until you can foresee the probable results. Take time.
Mr. Richardson. They raise cattle in Puerto Eico, do they not?
Mr. Hill. Tes.
Mr. EiCHAEDSON. And in my country they raise cattle. Suppose the

people in my country want to ship cattle to Puerto Eico to compete in
that market with the cattle raised there, would you suggest to Con-
gress that they let the legislature in Puerto Rico fix that rate of duty?
Mr. Hill. Yes, sir; I would do that.

Mr. SwANSON. You would be willing to let the legislature of Puerto
Rico fix the duty on cattle going in there?
Mr. Hill. I think that we shall be able to handle properly the rela-

tions with Puerto Kico just as we are able to handle any question with
any State of the United States. Even if the way is different, I believe
that the President of the United States can organize such a government
down there as will give them all the advantages that they need to be
successful as a people, and that is all I think we ought to be concerned
with.
Mr. Hopkins. Colonel Hill is correct that this is wandering from the

subject.

The Chairman. I think it is useless to pursue this line, as to what
sort of a government is going to be organized there and as to this ques-
tion of making a tariff" there. That is not within the jurisdiction of this
committee.

M;r. SwANSON. We have authority
Mr. Hopkins. This committee has not.
Mr. SwANSON. This committee has authority to do nothing except to

report to Congress bills that we approve.
. Mr. Hill. I claim that having free trade is going to be an injury to
us at home, and that it is not absolutely necessary so far as Puerto
Eico is concerned. It has been a prosperous community before and it
can still remain so.

I would like to call attention to a fact about which I have not heard
any testimony. My impression has always been—although I may have
been in error about it—^that prior to the time when the Henry tariff
was established by the United States, and when they were absolutely
under the control of Spain, that there were certain export duties. If
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tliat is true, the export duties -will fall off the instant they begin to
trade with the United States, and that may be a large profit in itself.

The Chairman. Those export duties of Spain were small.
Mr. Hill. But, nevertheless, there were municipal export dues, and

they accrue to the benefit of these gentlemen the instant they begin to
bring their goods to the United States.

STATEMENT OF MR. GEO. I. FINLAY.

Mr. Chairman, I have heard Colonel Hill state several times that we
are so very prosperous down there. I do not believe that there are
fifty properties down there that are not encumbered. Our mortgages
there amount to thirty odd million dollars on the properties. If that
is prosperity, I would like you to go down and see it.

As regards those 100,000 acres that General Stone says lie along the
line of his railway and that he is going to put into sugar cane, I should
like somebody to go down there and see where he intends putting his
railways. It is on the top of the hill much of the distance, and I do
not believe anyone would be foolish CTiough to try to plant sugar cane
there.

Mr. Hill. As far as the question of mortgages is concerned, I would
call attention to the fact that almost all the sugar land of Louisiana is

mortgaged, under the commercial system of advancing to planters.
The merchants take mortgages upon the plantations to secure their

loans, and perhaps nearly 90 per cent of the sugar producers are bur-
dened with mortgages on their property.

STATEMENT OF MR. H. S. FRY.

Mr. Chairman and gentlemen, I do not propose to occupy the time of
the committee to any extent. (See Appendix.)

I appear here mainly for the purpose of filing some papers. I had a
letter this morning from Mr. Meyer, who wished me to file some papers
on behalf of the League of American Producers; and I will also file

some papers of my own. I would like, if the committee has access to

the argument I presented before the Senate committee the other day

—

the 20th of this month—to have that placed on file.

The Chairman. You made a statement that was taken down in short-

hand, did you?
Mr. Fey. Tes, and it will appear.

The Chairman. This committee will have access to that.

Mr. Fey. I would like very briefly to refer to a fact that has been
mentioned here casually several times relative to the imposition by the

United States of a duty of $5 per pound on the Puerto Eican tobacco

going to Cuba. It appears that the Cuban planter represented when
this Government assumed the control of affairs in Cuba—those people

in Cuba represented that if Puerto Eican tobacco was allowed to come
into Cuba free it would ruin the tobacco industry of Cuba. Our Gov-
ernment supported that to the extent of granting those people a pro-

hibitive duty of $5 a pound on Puerto Eican tobacco, and this contention
• was made, Mr. Chairman, in face of the fact that for three hundred years

previous all Puerto Eican tobacco that entered the island of Cuba had
entered just as free as Connecticut tobacco passes into New York today.

lifoWjthen, if that contention were true, and it seems to have been recog-

nized as such by the United States Government, then, Mr. Chairman,
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what becomes of the contention that free inaportation of Puerto Eican
tobacco in this country will not injure the tobacco industries of this

country?
Mr. Hopkins. What do you say about the contention of the Cubans;

is it true or not?
Mr. Frt. Of course I know it is perfectly absurd; but nevertheless

it was recognized by this Government.
Mr. Hopkins. And to you, a man familiar with the trade, it was an

absurd thing to put the duty on?
Mr. Fry. Yes.
The Chairman. I do not know that you need to apply the lesson

to us.

Mr. Fry. But if that contention were true, I say, what becomes of the

contention
Mr. SwANSON. Don't you think the Grovernment was overreached by

those Cubans when they did that?
Mr. Fry. Is it not possible that the Puerto Ricans may be able to

overreach the Government in this instance? You can not tell.

Mr. SwANSON. Are you familiar with the tobacco business in the
United States—in Connecticut and elsewhere—and to what extent the
Puerto Eican tobacco will interfere with the tobacco interests of the
United States?
Mr. Fry. I have been in the business for twenty-five years.
Mr. SwANSON. What is the character of Puerto Eican tobacco?
Mr. Fry. It is used largely for tilling purposes.
Mr. SwANSON. And what class of cigars does it go Into mostly; is

it anywhere near as good as the Cuban qigar?
Mr. Fry. The cigars are advertised largely as being of good quality.
Mr. SwANSON. What do they sell at—three for a quarter or 5 cents

apiece?
Mr. Fry. One advertisement that I saw Senator Piatt reading this

morning advertised them for sale at 10 for 26 cents.
Mr. SvTANSON. Did you ever smoke one of those to see how it com-

pares
Mr. Fry. Yes, a good many of them.
Mr. SwANSON. Is it better than the average 5-cent American cigar?
Mr. Fry. I should say that the average might be better, but the

American 5 cent cigar you understand has no foreign tobacco in it and
very few of the 10-cent ones have now, as a matter of fact.
Mr. SwANSON. They are made of clippings mostly?
Mr. Fry. Made mostly from Pennsylvania and Ohio fillings. That

is the great bulk of the filler in this country.
The Chairman. You do not think the free importation of tobacco

from Puerto Eico would injure the Connecticut tobacco growers?
Mr. Fry. I will say that Connecticut will stand it as long as any

other State. If you will read my letter to Senator Foraker. I think you
will be satisfied that Ohio will suffer quicker from the importation of
Puerto Eican tobacco than Connecticut will.

Mr. Hopkins. The people in Ohio are not complaining at all on the
tobacco questioa?
Mr. Fry. No. I notice that the people of Ohio did not come down

here and ask for any higher duty on tobacco in the Dingley tariff bill.
The Chairman. What you are afraid of, then, is the Sumatra

wrapper?
Mr. Fry. Yes.
The Chairman. You are not afraid of the Cuban tobacco?
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Mr. Fey, Yes; we haye suffered for twenty years by .reason of for-

eign competition.
The Chairman. Tou said then it was the Sumatra wrapper?
Mr. Pet. That was our contention, yes.
The Chaieman. This Puerto Rican tobacco is somewhat similar to

the Cuban tobacco, so much so that they are making it up into Habana
cigars?
Mr. Fkt. Yes. Most of it went to Cuba and was exported in the

form of cigars or leaf.

The Chaieman. So you still do not fear the Puerto Eican tobacco?
Mr. Fey. It is only the Sumatra wrapper, but we do fear the moral

effect and the political effect. I suppose the political side of the ques-
tion would be tabooed here.
Mr. Hopkins. Yes. We are only interested in the moral part of it.

Mr. Fry. The tobacco packer, the man who buys of the farmer and
packs Connecticut tobacco and Wisconsin and Ohio and all other
tobaccos, those people are very fertile in excuses for beating down the
price. They are always bears when they buY and bulls when they are
selling, and judging from past experience in the arguments used along
in the eighties when we were suffering the most from the competition
of Sumatra tobacco, it is my belief that the fact that Puerto Eican
tobacco is coming to this country free will be used by them as an argu-
ment and will have a moral effect in depressiug prices even in Connecticut.
The Chairman. How much tobacco do you produce annually in Con-

necticut; how many pounds?
Mr. Fey. I could not give you the pounds in Connecticut. I repre-

sent the entire Kew England industry.
The Chaieman. Well, in New England?
Mr. Fey. In New England about 6,000,000 pounds approximately

estimated this year. That is the largest yield.

Mr. Nbwlands. Worth what?
Mr. Fey. Between three and a half and four million dollars.

Mr. Grosvenoe. Do you know what the Ohio product is?

Mr. Fey. No ; I can not tell you now. It is very large, though. The
Ohio leaf product is very large. My impression is it is about as large
as all of New England—maybe larger.

Mr. Geostenoe. I have not thought so ; I thought it was decreas-
ing. Formerly my part of the State was a great tobacco producing
part of the State and now it is not.

Mr. Fey. The crop, I understarwi, is fairly profitable there for filler

purposes, because Ohio fillers have established their reputation.
Mr. Geosvenoe. The Ohio men came here and fought very hard for

the Sumatra wrapper in the Dingley bill, and that is why we had such
a time in our committee conference. They wanted a dollar, or a dollar

and a quarter, or a dollar and a half.

Mr. Fey. I understand, and now I will reciprocate the kind action of

our Ohio brethren in those diys, our friends who were here contending
against us and insisting that we should not have any protection against
the tobacco that was ruining us, I will reciprocate that by saying that
I am here representing not only the New England but indirectly the
Ohio interests, and asking that we shall have no free trade with Puerto
Eico, one of the large reasons of which is that it will seriously injure

the Ohio filler.

Mr. SwANSON. The Ohio people raise the fillers and you raise the
wrappers.
Mr. Fey. Yes; it might be classed in that way.
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Mr. SwANSON. Wbat do they wrap these Puerto Eicau cigars in?

Mr. Fry. I presume they are wrapped in the same tobacco.

Mr. SwANSON. That is not as good as the Sumatra or Connecticut

wrapper, is it?

Mr. Fry. Not in a large percentage.

Mr. SwANSON. Do you think there would be a market there for us to

sell Connecticut wrappers to wrap the Puerto Eicau fillers in?

Mr. Fry. Would there be a market there"?

Mr. SwANSON. Yes.
Mr. Fry. I do not know. Those things can not be told until you

have actual trade experience. Theories do not go far in a matter of

trade.

Mr. SwANSON. If they were to make fillers here and had to get wrap-

pers here they would have to get the Connecticut wrapper, would they

not, under the present tariff, and to that extent that would increase

the demand
Mr. Fry. No; not necessarily.

Mr. SwANSON. The duty is so high on Sumatra, though, it would
give the preference to the Oonnecticuf?
Mr. Fry. That would depend on whether they consulted the taste of

the smokers.
Mr. Grosvenoe. I do not think it is so much the taste as the light-

ness of it.

Mr. Fry. Yes; the 'nice apjiearance of it. Two pounds of it will

wrap 1,000 cigars.
~

Mr. 6rosvenor. And how much does it take of the other?
Mr. Fry. Of the broad leaf, 10 to 12 pounds.
Mr. EussELL. Have you thought of the possible consequence of free

trade in reference to the manufacture of cigars and cigarettes.

Mr. Fry. I understand that the American Tobacco Company is going
down there with the ijurpose of exploiting the tobacco industry in the
island of Puerto Eico.
Mr. ErssELL. What do you know about the difference in wages of

cigar makers in Puerto Eico and cigar makers in the United Staets?
Mr. Fry". I could not tell. The rate of wages of the Cuban cigar

maker as compared with the American cigar maker is fully as high.
That is an exceptional case ; but it is a fact that the Cuban cigar maker,
that is, the man who works in this country, in Tampa and Key West,
gets more per thousand for clear Habana cigars than the American.
Mr. Hopkins. There is no perceptible difference in the wages paid

in Cuba and those paid in Puerto Kico, is there?
Mr. Fry. I think not. The wages of agricultural laborers, I presume,

are about the same in those places.
Mr. Hopkins. Are they not about the same in the manufacture of

cigars and cigarettes?
Mr. Fry. It is difficult for a man who does not understand the cigar

business to understand why it is that the Cuban cigar maker gets higher
prices than most any other cigar maker in the world; but it is a fact.
They have a way of making cigars that our American workmen can
not imitate. For instance, take an American workman who has learned
his trade, and is engaged in making fine Habana-fllled cigars. Put that
man in a clear Habana factory in Tampa or Key West, or even in
Habana, and he could not turn out cigars satisfactorily.
Mr. G-ROSVENOR. I do not smoke or use tobacco in any form, but

gentlemen who have got these Puerto Eican cigars say they are not fit

for anything ; that they are strong and bitter ; that they are bad cigars.
Now, what is your opinion?
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^h-. Pry. I suspect they vary, the same as cigars from Cuba.
Mr. Grosvenor. They cau make a fine quality?
Mr. Fry. I understand so

;
yes. I have never smoked a Puerto Rican

cigar that I could call really good.
Mr. Grosvenor. I gave one of those cigars to a gentleman the other

night and he notified me that if I ever offered him another one he would
consider it a case of assault and battery.
Mr. Fry. Nevertheless, the Puerto Eican tobacco is being imported

here to-day and sold at a profit. Now, that tobacco, with the present
duty, can not be sold at a profit for less than 50 cents a pound.
Mr. Grosvenor. How do you account for that!
Mr. Fry. I do not know. If that tobacco is so poor that it is a crimi-

nal offense, almost, to offer a man a cigar to smoke made of that tobacco,
I do not understand why the other fact exists, but it does exist.

Mr. SwANSON. They have an idea that Habana and Puerto Eican
tobacco is better than American tobacco, better than cigars made of

American tobacco. American cigars could be shipped to Cuba and then
shipped back again and sold at a profit.

Mr. Fry. Yes; the fact it comes from Habana or Puerto Eico helps

to sell it.

STATEMENT OF MR. TULIO LARRINAGA.

The Chairman. Are you a native Puerto Eican"?

Mr. LARRINAGA. Yes, sir.

The Chairman. Go on and make your statement in your own way.

Mr. LARRINAGA. Gentlemen, I am not a sugar planter or a tobacco

grower. My profession is that of a civil eugiiieer. I have been ap-

pointed a delegate to come here, along with my colleagues, and I only

intended to touch oue single point which did not seem very clear to

me when I heard it treated, bub I have heard here just now some state-

ments that are not very accurately correct in my opinion.

I will take in the first place the tobacco, because the ideas of the

gentleman who preceded me are fresh in my memory. I will take up
the question that was raised by him as to the amount of land that

could be devoted to the planting of tobacco; whether that area could

be largely increased, etc. Let me tell you first of all that the land

suitable for cultivating the tobacco must be special land.

In general, that land is high u]) on the mountain side, although there

is some low land on the coast that is used for tobacco raising. In gen-

eral, the laud has to be special land. Heavy soils like those fit for

cane culture are not fit for tobacco, and, therefore, the culture of

tobacco in Puerto Eico can not at all be extended beyond a very lim-

ited area, and I believe four-fifths of that land is already in use for

tobacco. Some might be added by cutting down part of our woods on

the mountains. Very often as you pass along you see patches of

tobacco stuck on the side of the hills; but that land is always very

rocky, and you have to cultivate three acres to get one acre's yield.

Therefore I do not believe that there need be any apprehension of a

very great increase of tobacco culture in Puerto Eico.

Something was also said in regard to the quality of our tobacco.

Indeed, the tobacco from Puerto Eico is rather strong in quality and

aroma, as it is called by thfeconnoisseurs. Itis next to theOuban tobacco

in quality, and we firmly believe better than most of the Cuban tobacco.

p R 4
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It is really inferior to the western Cuban tobacco or Vuelta Abajo, but

we cousider it better than some of the grades of Gubau tobacco. Our
tobacco is defective in wrappers and above all light wrappers. What-
ever wrappers we get are darli and they do not take in the European
markets. I believe there is a very large field of business lor the Con-
necticut wrapper producers. I do not think there could be found a

better business than for the Connecticut people to sell their light fine

wrappers to Puerto Kico for us to make cigars for England and other

European markets.
There was a Spaniard there who used to go out in the fields and buy

from planters certain patches of tobacco field, and by baying here and
there, choosing around light for wrappers, he succeeded in starting a

very thriving business in manufacturing tobacco. The market of Lon-
don was becoming full of Puerto Eicau tobacco. He could not make cer-

tain classes—we call them " vetolas" there—fast enough for the demand.
You could not buy those cigars from him there, because he had to ship

them to London just as fast as he could manufacture them. That man
died and the business broke up, and nobody has come after him to do
that business, but I believe there is a large field for American manu-
facturers in the island.

Another error I believe that has been made here, that calls for a lit-

tle rectification, is in the sugar-producing capacity of the island. I

have heard it stated several times that the surveys of the island of
Puerto Eico show that it contains 3,000,000 acres. My profession is that
of a civil engineer. I have built roads, railroads, canals, and different
other works in my country, and I have been over the whole island, and
I can tell you, not only from my own experience but from a very
technical work, that you will find that Puerto Eico contains no more
than 10,000 square kilometers ; that is the exact area of Puerto Rico.
Ten thousand kilometers are 2,500,000 square acres and nothing more.
Of that, only a small quantity is formed by the lowlands around the
island.

The island is about 100 miles long by 45 miles wide. The center is

formed by a long ridge of mountains going east and west and then it

slopes down to the coast, so that the coast forms the flat lands that are
suitable for cane planting. Most of those lands are planted already.
It is supposed by some people that every acre of land good for cane
culture on a plantation can be cultivated. It is not so. Land must be
left idle for some time and some of it must be left for some time for
pasture. Therefore planters can not cultivate all they possess, but
only a part of it. It is true that some of the lands that were formerly
devoted to cane culture are now used for raising cattle, and those might
be cultivated for producing sugars, but at any rate it is my firm belief
that four-fifths of the good sugar-producing lands of Puerto Rico are
cultivated already. It is true that the production might be increased
somewhat by using manures and so on, but it is mv firm belief that the
sugar-producing power of Puerto Eico will never be doubled.

I have spoken of coffee. That is the only agricultural product of the
island that admits of a very large iuciease. A large zone of our woods
might be cut down and that land used for coffee. This is the best land
that can be used for coffee.

I have made these statements because I had heard some erroneous
assertions on the matter.
The argument against giving free trade to Puerto Eico was, I believe,

that before the United States took possession of Puerto Eico we were
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gettiug rich; that our planters were getting rich everyday. That is

not so. Mr. Finlay answered that argument very well. Before this,

our planters sent their best sugars to Spain. We can not do that any
more. We were then getting along better than we are now, hut we
were not getting rich.

A few planters, as Mr. Finlay remarked, have made money by it;

but those gentlemen had friends in Europe from whom they could get
cheap money and plenty of it to put in good machinery, and some of
them got possibly 9 or 10 per cent of sugar out of the cane. I do not
believe any of them made as high as 12 per cent, as it has been stated.

At the same time other planters were not making any money at all;

planters who had not the advantage of cheap money to put np good
machinery were not making more than 5^ or 6 per cent of sugar from
their cane. For these reasons nine tenths of our planters are ruined
and have been all the time so. They were commencing to get out of
that situation when the treaty of reciprocity with the United States
came about, but it only lasted three years, and sugar producing became
again a poor business. Planters had no time to pay their debts, and
their mortgages were left in the same (jondition.

Mr. GrROSVENOK. Plcase tell me more about the coffee lands. What
is the production of the coffee there now? Something has been said

about the injury to it by storms.
Mr. Laeeinaga. In the first place, gentlemen, I am not an agricul-

turist ; but I will give the gentleman my ideas. Coffee has suffered

largely; more than the sugar. The sugar has suffered in some places,

especially on the eastern part of the island, where the buildings have
been blown down and the machinery injured by the hurricane, but in

some planes on the northern coast some planters have rather gained by
it. Still, the great injury of the hurricane was done to the coffee planta-

tions. Hundreds of acres of land have been washed down ; trees, rocks,

and everything from the mountain sides was carried away by the
sweeping waters. As the gentlemen of the committee know, coffee is a

very small tree andgrows under alarger tree that shades it; and those
larger trees have been thrown on top of the coffee and demolished the
plantations.

Our vegetation is luxuriant and grows so rapidly that weeds have
already covered much of that coffee, and there is no way of getting

those coffee plantations to their first condition any more except by great

expense. Some of those plantations will require a large amount of cap-

ital to restore them.
Mr. Geosvenoe. It takes along time, I suppose, to do that?

Mr. Laerinaga. If money were quick coming to the island it would
not take more than two or three years.

Now, I wish to come to the statement I was going to make. 1 will

try to be brief in stating it. 1 fail to see, gentlemen, how, in discussing

the question of giving Puerto Eico free trade, the Philippine question

can be brought in and considered as an argument for not doing justice

to Puerto Eico.

If Puerto Eico were allowed to have free trade some people say that

it would, be considered practically as a part of the Union. I know some
prominent lawyers who do not think so. But even if that were so, the

conditions are so different between the two countries that I do not

believe, if the matter is studied a moment, that the argument will stand.

Puerto Eico is a solid small piece of land, a good deal nearer to Wash-
ington than Alaska, j^Tebraska, or the State of California. The sea that
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separates Puerto Eico from the United States means nothing unless it

means a cheaper transportation. You can not get a ton of goods from

some ofyour Western States for the price you can get it from Puerto Kico.

From the coast of Florida you can go to Puerto Eico in two and one-

quarter days. There are some States of the Union to which you can

not get in that space of time.

On the other hand, the Philippine Islands are thousands of miles

away. That is a scattered country, consisting of 1,000 or more islands.

Our population is a homogeneous population. Some sUght error has

been made in speaking of the population. The colored people do not

amount to more than 20 or 30 per cent. In San Juan and some of the

principal cities the largest proportion of colored people is to be found.

Mr. EiCHARDSON. Do you mean full-blooded negroes or mixed colored

people?
Mr, Laekinaga. I mean mixed blood, sir.

Mr. EiCHAEDSON. I thought the per centum when you take into con-

sideration the mixed population and when you got into the interior of

the island was considerably larger than that.

Mr. Larrinaga. No, I beg your pardon.
Mr. EiCHAEDSON. Is not the proportion much larger than that?

Mr. Laeeinaga. No; when yon get into the country the proportion

is very small. Our native population is white. If you go into the

country and see the poor people, some places you will not find a colored

person.
The Ohaieman. What percentage of the whole population is white?
Mr. Laeeinaga, I believe two-thirds of the population is pure white

blood.
The Ohaieman. Does not the census show about 70 per cent white?
Mr. Laeeinaga. I believe so, sir.

The Ohaieman. And about 7 per cent colored ?

Mr. Laeeinaga. About 30, or nearly one-third-
The Chairman. No; but the fuU-blooded colored persons, I mean?
Mr, Laeeinaga. No more than 7 to 9 per cent.

The Ohaieman. And then about 24 per cent are mixed?
Mr. Laeeinaga. Yes, sir; and, as I said, our interior population is

almost entirely white.
What I was going to say in regard to the population of Puerto Eico is

that it is a homogeneous population, more or less, while if you take the
Philippines you find that the people there are of dili'erent races; you
have the Malayan and the black Mohammedan race, the Chinese, and
many diiierent shades. There are any number of different tribes and
races in some of those mountains. There are people living in the moun-
tains there who do not live as well as the Indians here. They are
entirely savage. That population is scattered over that large surface.
Why should, then, the Filipinos have the same rights that we have

to come here beiore the United States and ask to be taken as a part of
the Union? The conditions of both countries is entirely different, and
above all we have always desiiedto become a part of the United States.
Do not forget, gentlemen, how the American Army was received when
it went into Puerto Eico. On the other hand, look at the course pur-
sued by the Filipinos. They took up their arms against the United
States and are fighting the American people.

I do not see, gentlemen, how anybody can hold the contention that
the Filipinos should and must be treated like the Puerto Eicans. When
a people is vanquished by another the law is made by the conquering
one.
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I wish to impress upon you, gentlemen, that the Puerto Ricans are

entitled to have justice done to them, and that the argument which is

being used, that to give Puerto Eico free trade may lead eventually to

the Filix)inos demanding the same, can not stand. In other words, it

is said that we should not be given what is right because the Filipinos,

who are in war now, may put as a condition after they are beaten that
they should be treated or accorded the same privileges that we are

asking for now. This, gentlemen, is something that can not be right-

fully maintained.
(Adjourned.)



APPENDIX.

SUPPLEMENTARY REMARKS OF MR. OXNARD.

Me. Chairman and Gentlemen of the Committee : There came
inquiry from members.of the committee in regard to the lands availa-

ble for sugar productiou, and the very evident efibrt on the part of the

Puerto Kicau delegation was to keep the area at the minimum
;
pre-

cisely the tactics resorted to by the foreign planter in Hawaii, with the

result that Congress was overreached. With the results from fertili-

zation, and irrigation of the highlands in Hawaii before us, domestic

sugar producers now insist that these matters be taken up and more
fully developed. Let us have the lacts. Permit us to state what hap-

pened in Hawaii—even at the risk of repetition in part. When the so-

called Hawaiian "reciprocity" or free-trade treaty went through, the

statements now made against any possible chance for increase of sugar
in Puerto Eico were equally positive with those then advanced, and the

debates will show that it was largely upon the theory that such state-

ments were true that the Hawaiian treaty (1875) secured enough votes.

What resulted?
Exports of sugar from Hawaii, 1864 to 1875, average only 18,844,535

pounds; 1885, 171,350,314 poands. To-day that product amounts to

over 633,000,000 pounds and is increasing rapidly. A Honolulu dis-

patch under date of November 23 says

:

Complete retaras from all island sugar plantations, as made to the Hawaiian
Planters' Association, show that the crop for the year ending with September 30
amounted to 282,807 tons, valued at over $22,500,000. This is an increase of 53,393
tons over the previous year. Estimates for the coming crop indicate that there will
be a like increase in this year's crop.

That would be 633,487,680 pounds, and the increase (53,393 long tons)

is equal to 119,600,000 pounds. A like increase foreshadowed in the
dispatch would place the crop at over 753,000,000 pounds, or 336,260
long tons. If Congress repeats this, it will be done at its own risk, and
it will put a pretty heavy weight upon its professions in favor of " pro-
tection for home industry." It certainly will not do it with its eyes
shut. Nor will it be able to escape from a sound policy and principle
by resort to a low duty—equally pernicious with " free trade." There
is no " protection" in that, as is well known.
What burdens did sugar in Puerto Rico bear? Is the committee

fully advised? And is domestic sugar to be ground between the mill-

stones of the gold and silver policy? For instance Mr. Salazar, of
New York, to whom Mr, Porter, our special agent to Puerto Rico,
applied for information, says, among other things

—

The only dark spot in the whole matter is the sugar planter; .owing to the low
price at which he would be compelled to sell his piodutt if the gold standard is

finally established, as on account of the inade(|uate machinery, the lack of proper
means to irrigate the most fertile zone of tlie island, and, above all, due to the enor-
mous and unequal taxes that this industry has had to bear in relation to other indTis-
tries, the result is that the actual owners of sugar plantations have not been able to
carry on the works regularly because of the depreciated currency that gives them
the benefit of the exchange.

54
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That tbere has beeu a suppression of the facts in this Puerto Eican
matter hardly admits of doubt. There may not have been an " export"
tax by Spain on Puerto Rican sugar, but it is equally true that in very
many of the municipalities of the island there has been levied a "mu-
nicipal" tax on sugar, and on fruits, and as high as from $2.50 to $3 a
kilogram (2l'() pounds) on tobacco. These taxes will go off' under our
rule and will be credited to the past conditions of the Puerto Eican
planter. It Avas also denied that there was any "contract" or peon
labor in the island. On the contrary, I am advised that the final report
of the insular commission (the printing of which seems to be withheld
or delayed) indicates that the commission found among the papers of
some municipalities evidence of the fact tiiat persons were indentured
to labor.

A very sharp and important matter in dispute relates to the quantity
of land available for sugar in Puerto Kico. The tobacco lands can be
put to sugar ; that is conceded. Then, General Davis tells us in general
terms of the sugar lands abandoned for reasons given. Then we have
what may be called the pasturage uplands, available, the delegation
wants the committee to assume, for coffee only. But look at those
uplands in Hawaii. See what fertilizers and irrigation have done
there to such lands.

Dr. Carroll's report (Treasury special agent) says the total area of
Puerto Kico is 2,460,400 acres, divided as follows:

Acres.

Pasture lauds 1, 1] fi, 262
Forests and the like .' 657, 631
Devoted to sugar, coffee, tobacco, etc 294, 973
Town sites, lakes, city, roads, etc ; 391, 534

As he well says, this shows only one-eighth in actual cultivation.

How much of this tobacco and pasture would be quickly brought into
sugar under the stimulus or bounty offered of 1.5 to 1.68 cents per
pound ? Dr. Ames stated that 2.5—certainly not more than 35—per cent
could be reclaimed for sugar. It is stated that 60,000 acres are now in

sugar, and 25 to 35 per cent of pasture lands would give to sugar 300,000
acres more—360,000 acres. Or if, all told, 300,000 acres are put to sugar,

and the bonus of "free trade," which amounts to $30 a ton, is given, the
gift of the United States to Puerto Kican sugar planters would amount
to $9,000,000 a year, while the Puerto Eican delegation has claimed that

$16,000,000 for all industries, of which coffee is the chief one, would
completely restore them to a good footing. Better give them the
$16,000,000 cash. Xo one can predict save practical sugar planters,

who know to-day what 1 cent—yea, what one-fourth cent, means. Ask
the "Sugar trust," that has Hawaii's sugar under its thumb, and per-

haps that also of Puerto Eico, that is at the wharves, they say, await-

ing "free." entry. There is immediately from $1,500,000 to $2,000,000
"in it." There is a feverish anxiety about the matter, and the Ameri-
can farmers, cane growers, and beet raisers are not in ignorance of the

situation.

All other conditions aside, the present situation is this, under the

most favorable presentation of the case for Puerto Rico, to show relative

positions:

Production of sugar per acre

:

Tuna.

Puerto Eico 2

Hawaii 4 to 11

United States (beet) 1 to IJ
United States (cane) 1 to 1|

G(^rma^y (beet) 11 to 2
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Extend this and we leacli tliis result—from a basis the most favor-

able to Puerto Kico

:

Sugar, there per acre, 2 (Ions) tons. 4,480 pounds.
Average worth iu Piieito Rico 'J)t cents per poniid $112. 00

Beet siigar, in the United tjtates, IJ (short) tons, or 2,r)00 jioundsper acre,

worth, say, 4 J cents per pound, or 112. 00

[Mr. Finlay conceded to a member of the insular commission that the net profit

on sugar per acre in Puerto Rico was $51.]

This is the most favorable for the Puerto Rioan and the most unfavor-

able for the United States planter. This waives difference in cost of

production, in which labor cuts a heavy figure, as stated by our special

agent of the Department of Agriculture, who says:

I investigated the wage scale of the sugar, tobacco, and coffee industries, and these
are the chief ones of the island. A great many boys from 10 to 15 years of age are
employed. They get from 15 to 35 cents a day only, Spanish money, or from 9 to 18

cents, American money. The unskilled adult laborer receives from 35 to 63 cents, or
an average over the island of 50 cents, Spanish money. Tliis equals 30 cents, Amer-
ican money.

The scale of wages in the United States is from 75 cents to $1.50 for

like labor.

Take it this way : Cost of production of sugar in Puertfi Rico, accord-
ing to Mr. Fiiilay, 2.1 cents per pound; to which add average duty (2

grades), say l.li cents, and we have the Puerto Rican product laid down
in New York at 3.7 cents per pound, as against cost—accordiTig to Dr.
Wiley of our Department of Agriculture—of American sugar, 3.5 per
pound. The Puerto Rican cane planter now has the advantage of our
countervailing duty on European bounty-fed sugars, which amounts to
from one-fourth to over one-third cent per pound.
We must certainly insist that on any fair and full showing the British,

Grerman, and Spanish sugar planters in Puerto Rico be not given a
bounty on sugar production—the limit of which product no one can
now see—as against our own farmers and manufacturers of sugar. The
idea of giving foreigners an advantage of at least a cent a pound over
our own people will surely meet with condemnation. It will raise an
unpleasant issue. The "sugar trust" may want it and the foreign
planters want it, but we do not.
There is no escape from the proposition for "free trade" through the

avenue or narrower passage of low duty. That would be a mere sub-
terfuge. Apply it to wool, say, and ratify your Argentine treaty call-
ing for a 20 per cent reduction. "Don't halt at sugar.
What deduction must be drawn from the statement made as to the

relative or comparative prices of sugar lands in Puerto Rico and of
those in the United States'? In Puerto Rico the price, according to
Puerto Rican delegates, is from $100 to $500 per acre, i. e., from $60 to
$300 in gold; in the United States from $25 to $100. Why is that?
Laud values are generally based on what product the land wilf produce
and what that product is worth. That alone tells the story-^hurricane
or no hurricane.
We are asked to explain why our domestic sugar industry has quite

recently "expanded" if it was not prosperous. Who denies that it has
not developed! We had supposed that one object of the present duty
on sugar was to develop and protect it against competition. Is the
industry or the capital Invested in it to be punished for energy and
confidence in political professions? Blot "protection" from the flag if
it is to be used to lure men on to disaster and hoist the symbol of
"protection for foreigners and manufacturers only."
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Why not rcdnoo tlie duty 75 iier cent on tlic Imp, beans, butter,

cheese, tiour, wheat, and othei' products of the fanners of New Hamp-
shire, New York, Ohio, Illinois, and of Minnesota that would come in

from Manitoba or Canada? Trotection either extends its strong arm
over all domestic products or it is a football for those in power to play
with.

It would be suicidal, if not dishonest, at this juncture in the domestic
sugar i)roduction to open our ports to either " free" sugar or to radical
reduction of duty thereon, or on tobacco, hemp, rice, iron ore, or fruits.

And if on one of these competing products, why not on all? If phi-

lanthropy is to be extended to foreign planters, why not let the meas-
ure I'un full? Why not frankly say, "We have turned our backs on
'protection' and now seek only to strengthen the 'trusts' and combina-
tions for the export 'trade' there is in it?"

Senator Allison is sagacious when he says, "We ought to go slow in

these matters."
The fourth or "reciprocity" clause in the Dingley Act shows that Con-

gress, in 1897, did not intend to reduce tlie duty on any article more than
20 pin- cent, and it jirovided that even that should have the assent of
both branches of Congress.

Better lift some of the mortgages and other burdens from our own
people before extending favors to the tobacco, sugar, and coffee of
foreign planters. That is what our taxpayers will expect and demand.

It may be said that the volume of products from Puerto Eico com-
peting with our own is too small to injure the latter or investments
that produce the same. Now, I submit to this committee whether that
has ever before been applied by any man professing to be a protectionist ?

Where and when before now was any such theory advanced by either

the Whig or the Itepublican party? If it is sound, apply it all along
the line. The New York Tribune says of the visit of the Puerto Eican
delegation

:

They have come to plead for the establishment of absolute free trade between
Puerto Bico and the United States. That is ii practical and legitimate mntk-r of
desire. Whether it is to be granted to them is another thing. There is much to be
said in favor of it from their pointof view. Bntthere is much, also, to be said ;igainat

it from another point of view, and it may be that other points of vieTV will in the
end be deemed paramount to theirs.

With almost teartul eyes the Puerto Eicaiis come here to plead first,

but they end with a demand. This wily delegation tell us of the devas-
tation wrought by a hurricane in the island—a visitation which Dr.
Carroll's report tells us comes 'only once in twenty-five years. How
about our own Providential visitations in the form of iloods, droughts,
and cych)nes; visitations that occur nearly every year in large sections

reducing the crops by from one-third to one-half, and in some cases
totally? Are the foreign planters of a recently acsquired and conquered
island to have the American taxpayer—staggering under a war-reve-

nue tax imposed to liberate those very planters from Spanish oppres-

sion, tyranny, and onerous taxation—to pay his debts, lift his mort-
gages, and otherwise help him, by breaking the dike of " protection."

Have we no farm mortgages? Aid the foreign planters in Puerto Eico
if you will, but not at the expense of our competing agricultural

industries.

Let the whole nation contribute to the foreign planter in Puerto Eico,

but don't lay the burden on a few, nor run the risk of sacrificing a

great principle. That is not the true medium through which to dis-

pense charity in this case. Give Puerto Eico free trade, or what j)rac-
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ticaily amounts to it, and Cuba will surely ask the same. In fact the

alleged organ of the "Sugar Trust" in New York stated only a few

months ago that "free sugar" with Puerto Eico meant the saige favor,

not only on sugar from Cuba but on sugar from Java and other coun-

tries'? Eobert P. Porter, in the Evening Post of Philadelphia, shows

what the relative condition of Cuba will be, if we give Puerto Eico and

the Philippines "free" sugar—and ratify the British West Indies

so-called "reciprocity" treaties:

Industrial progress is also retarded by the fear or knowledge that with Cuba inde-

pendent the Cuban sugars would be met with our maximum tariff on sugar, while

those coming from Puerto Eico, Hawaii, and the Philippines, aggregating nearly

400,000 tons (exceeding the entire crop of Cuba last year), will be admitted free-

Under these conditions the" sn^ar planters of Cuba realize that the crops in these

islands will, of course, rapidly increase and make it more difficult for the Culiau

planter to regain even his old position ; and this fact makes it difficult for the Cuban
planter lo borrow money to replace his machinery. Sugar is the most important
crop of Cuba, and, with tobacco, lies at the basis of the prosperity of the island.

The existing rates of duty on sugar valued at 2^ cents, free on board, amounts to a

discrimination of about 68 per cent ad valorem against Cuban sugar when compared
with these free-sugar countries. After the ratification of the treaties between the

British colonies and the United States, sugar of equal grades may be imported
under four classiiications

:

1. A countervailing duty against the sugars of Continental Europe where bounties
are jjaid.

2. Existing rates of the Dingley tariff law against all countries excepting such
countries with which reciprocity treaties were made prior to July, 1899, under the
reciprocity clause of the Dingley Act.

3. The reduced rates of duty established for sugar from the British West Indian
Colonies, with which treaties have already been negotiated and are pending con-
firmation of the Senate.

4. Free sugar, as aforesaid, from Puerto Rico, Hawaiian Islands, and the Philippine
Islands.
Under these conditions the three last-named islands offer vastly better fields for

investments of capital in the sugar industry than does Cuba. The disadvantage
from which Cuba will suffer when these treaties go into effect may be forcibly illus-

trated by taking the duty-paid price of centrifugal sugar in New York, which
amounted in July to 4| cents the pound, for basis of standard grade on 96-test cen-
trifugal sugar, coming from six sources, viz : Germany, Cuba, Java, English colonies,
Puerto Eico, and Hawaii. At this moment the price of sugar has declined to 4J, or
under, in the New York market, which leaves hardly any profit on equal duties for
all sources of supply. Deducting iroiu the 4^ cents all accruing charges, including
duties (where payable), it will be found that the German producer will get for
his sugar as free-onboard value 2.71 cents, the Java producer 2.46 cents, the English
colonist 3.02 cents, the Puerto Eican 4.28 cents, the Hawaiian 4.14 cents, and the
Cuban only 2.69 cents. Under equal duties in the United States against all countries
one-half a cent the pound would be considered ;i fair profit to the producer of sugar,
while under the figures above given there would be a discrimination against Cuban
sugars; as against Puerto Eico, of 1.59 cents the pound, as compared with Hawaii
of 1.45 cents, and as compared with the English colonies of 0.033 cent.

"Free" sugar with Cuba and the fate of our domestic sugar industry
depend upon what you here and now do. Aid the foreign planter if

you are determined so to do, but what will become of your past prom-
ises and your protective professions? Whatever is done, we ask tliat

our domestic sugar investors be frankly told what policy is to govern.
And we are told that precedent will be of no account. It might

possibly be so if those now in Congress were always to remain there.
But men in Congress, as we all know, flit in and out. There were com-
pensating benefits that accompanied the late hurricane in Puerto Rico.
While the coffee plants were damaged, it will produce a crop next year,
and the flood of waters that covered the sugar lands operated as a rich
fertilizer as will be attested by all who fairly state the case. It is also
a fact that money can be had in Puerto Eico at 8 per cent. Many of
the mortgages given under Sj)aiiish rule was purchase money for lands,
machinery, etc., aijd not raised becau.^e of the inability of the foreign
planter in Puerto Eico to make a good profit.

(
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Here is an island, the people in which had neither the courage of the
Cnban nor tlie Filij)ino, who suflered customs and other exactions of
Spain for many, many years, suddenly demanding "free" sugar from
the conqueror. The demand would be insolent if it were not impudent.
Before even the power of our Army and Navy is withdrawn; before
Congress had entered upon the work of giving these foreign and non-
rpsident English and Spanish sugar and tobacco planters a civil gov-
ernment; even while there was military occupation, representatives of
these two great competing agricultural interests in Puerto Eico made
demands for "free" sugar before the New York Board of Appraisers-
and besieged the President and Attorney-General for "free" trade in
sugar, lodging a long argument with Attorney General Griggs to show
that they were, in a legal or constitutional sense, entitled to that meas-
ure—in return for what, pray

!

Mr. Curtis, of the Insular Commission, sent to Puerto Eico by the
President, says

:

>

The people of the island are not wedded to their systems ; they do not, in their
proper devotion to their country, include love either for Spain or for the laws hy
which they have been oppressed, held in ignorance and semibondage, iind burdened
with excessive taxation. Former conditions have been to the Puerto Eican exceed-
ingly onerous. The school system in Puerto Eico has been worthless.
Taxation under Spanish rule was simply outrageous, while the expenditures were

almost beyond belief. In the city of San Juan, with a population of about twenty
thousand, the consumption tax on sales of meat last year was $33,000; on bread,
$30,000. « « ' The Insular Commission reports 2,000 men confined in the jails
and penitentiaries of Puerto Eico. Many of these unfortunates had been incarcer-
ated for months and years' without trial ; and one man had languished for six years
and nine months in a dreary cell, the helpless victim of cruel force. In one jail 149
prisoners were anxiously awaiting trial, their righteous demands for a hearing having
been ignored. Almost all of these were charged with petty offenses.

If the United States, for a starter, reforms all this it will satisfy our
obligation as it ought to satisfy the people of the island, albeit special

interests here and in Puerto Eico may want more.
Of course, we do not apprehend for a moment that Congress will take

suggestions from the "sugar trust" as a basis for legislation; an octo-

pus that would throttle, if it could, the domestic sugar industry in

twenty-four hours. The argument of that peculiar institution is and has
been from time to time, that the small amount of raw sugar entering
"free" (to its benefit, sic) from any given place could not injure the
domestic producer; that increase of consumption would absorb it. If

that argument is sound it will also apply to the wool of Ohio, the tin-

plate industry, the iron and steel product, the cotton and woolen peo-

ple, the wheat producer, and the flour manufacturer.
From a special report by our Bureau of Statistics on the commerce of

Cuba and Puerto Eico, page 2040, it is said that the latest statistics of
the trade of the island of Puerto Eico are those for 1895:

1895. The total imports and exports of the island were

—

Imports $16,155,056
Exports 14,629,494

Our trade with Puerto Eico is shown as follows

:

Year. Inipoi'ta from.

].Vl6 1
*2. 296,653

1SII7 2, 1S1,024

1898 2,414,356

Exports to.

$2, 080, 40O
1, 964, 860
1,481,629
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Of our total imports from Puerto Rico in 1898, the sum of $1,912,965

was sugar.

Puerto Rico imports from principal countries

:

1895.

„ .J. , „,
J.

$1,820,203
United States o' 5:^9' g^g
Spain

:;:::::::: '808,283
^"''?'--: 1,765,574
^Dglaiid

1 368 595
Germany

1 7nq 117
Britisli West Indies

305 301
Holland ^ '

These imports appear to have consisted principally of—

Ei„e $2,180,004

Ksh :;'".;:::..:..:.. 1,591,418

Meatandiard ^'rrII^
Manufactured tobacco qoo'ooo
Flour f^l'm

f^::^' :::::::::::::::::::;::::::::::::::: iim
Wine ::'.;::::'. 305,606

IroS 224,206

S:::::::::::::: - 238,525

and coal, jerked beef, and vegetables. These were 50 per cent of her

total imports.
1895.—Puerto Rico sent her exports principally to—

Spain
^V^df-^Cuba ^'?i2'??n

United States - I'^YT'Jif
England M«t' qoRGermany l; J-°ii ^^2
Italy 589,045

Britisli West Indies 521,649

Denmark 236,418

Her principal exports were

—

Coffee $8,789,788

Tobacco 646, 556

Sugar 3,747,891

Honey 517,746

Our exports of products to the island have been quite insignificant.

We sent the island:
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who work for 15 to 30 cents a day. She took of beans and pease in 1898
only $27,283.
Within 10 years her largest import of our cotton goods was in 1892,

$34,048, and Mr. Latimer's statement concedes that she takes from
Great Britain and gives the reasons. Her largest imports of our lum-
ber in 10 years was in 1894, $172,802.

Puerto Eico's exports of sugar have been

—
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The world's caue-sugar product tons -

.

2, 946, 800

The world's beet-sngar product do. .. ^/JSa, 101

Germany's production

:

1877-78 pounds.. 846,720,000
1898-99..., do.... 3,832,640,000

Export bounties paid, 1898-99 $8,724,842

Consumption per capita and prices in tlie United States.

Tear.
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The Government of Washington is now endeavoring to relieve the
situation of that unhappy island, and this is the opportune time in
which to study what that assistance should be, and what the proced-
ure to be followed in order that the aid shall bring about the desired
result.

In the economic order, gentlemen, it is indubitable that free trade
will contribute in the future to invigorating the life and the wealth of
Puerto Rico; and consequently the Grovernment should not waver in
decreeing, without any fear of the dangers which it may bring to the
wealth of the former American territory, the free admission of the prod-
ucts of Puerto Eico, for no matter how much labor may exert itself
there, these products would never reach such a volume as to injure the
similar products of the continent. Eather, on the contrary, your memo-
rialists believe that in the trade interchanges which would be developed
between the two countries, the wealth of the American Union would
be largely benefited.
Admitting, as they do from the outset, the efficacy of free trade to

encourage and promote the development of the island your memorialists
believe that its present state demands other immediate measures which
shall impede the ruin of its resources, more particularly its coifee

interests.

Mnety per cent of the cottee properties in the island, gentlemen, are
in a complete state of abandonment. The small amount of labor that
has been carried on in the plantations has been, in greater part, due to

the beneficence of the board of charity of Puerto Eico.
The labors which the coffee plantations now require, owing to the

abandonment in which they have been left, are very expensive, so that
the aid of the board has not succeeded in developing great activity

therein. This aid is to cease on the 28th of February, as the owners
have been informed, and the plantations will then not only become
completely paralyzed, but the population working therein will be
bereft of the means of subsistence.

If the plantations continue for two or three months inore in the com-
plete state of abandonment which now prevails in them, there will be
no crop next year, and the plantations will nearly all be destroyed by
the vines and underbrush.

Should this occur, clear it is that the value of the resources of the

island will be reduced by at least forty or fifty millions of dollars, since

the production of coffee, which had justified the hope that in a few
years it would reach one million quintals, would be reduced perhaps to

one hundred and fifty or two hundred thousand quintals. In order to

prevent this tremendous loss of wealth, which would render difficult the

survival of Puerto Eico, it is necessary, gentlemen, to choose some
rapid medium of coming to her assistance.

It can not be hoped that the effects of free trade will produce this

result, because economic phenomena are not brought about so rap-

idly even under normal conditions in the life of peoples. In the

present case some direct action of the Government is needed to revive

this branch of our wealth. And what shall this action be? Your
memorialists do not waver in asserting that it is indispensable for the

Government of Washington to immediately come to the rescue of the

coffee industry of Puerto Rico with a million and a half or two mil-

lions of dollars in order to encourage work on the coffee plantations

and permit their restoration.

Your memorialists do not intend that these millions of dollars shall

be a gift, but rather that they be loaned the agriculturists upon the
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security of their crops. Aud iu order that this may be carried out
under the conditions of the request made, it is indispensable, gentle-

men, in the opinion of the memorialists, that the owners of properties

shall be placed in legal conditions to become the beneficiaries of this

loan.

For there are many plantations which, through the very fact we noted
at the beginning hereof—the expansion of work which took place in

them of late years—are encumbered with mortgages, aud as the mort-
gage law does not permit any contra\^t for furnishing money to work
plantations, the agriculturists who find themselves in this condition
can not secure means to work them.
In the present depressed state of the country it is impossible for the

plantation owners whose property is encumbered to find fair sales to

improve their situation. So that, by continuing the present state, either

the property is absorbed by the mortgage debt, which represents a
small amount compared to the whole value of the property, or it is

destroyed by the abandonment in which it must continue.
The intervention of the Government extending beyond the six months

already granted by the Secretary of War the law dictated by General
Henry suspending the execution of contract is therefore obviously nec-
essary, because this intervention will permit the restoration of the plan-
tations, and this restoration would not only help to pay off the mort-
gage obligation, but would permit the guaranteeing of the written and
common debt, which also has importance in Puerto Eico.
Your memorialists are not disregardful of the fact that the suspen-

sion of contracts produces ])erturbation in the lives of countries, for
which reason governments only dictate such measures in extreme cases.
But in the case of Puerto Eico the evils which would grow out of non-
intervention would be infinitely worse, since it is not to be expected
that the substitution of the debtor for the creditor could always be
affected under conditions favorable for the general wealth, as it is

logical to suppose that he who purchased real estate for the fourth,
fifth, or sixth part of its value will be content to obtain one-half inter-
est on his capital, and he will not have the incentive to make it produce
as much as he who invested therein all his fortune and spent long years
of work.
Moreover, it would be tyrannical to demand a liquidation in these

moments of depression on the island, as the result of this would be the
ruin of a large number of families who would have the right to be bene-
fited by the improvements which to the general wealth will be brought
by the new order of things the aid of the American nation will give to
Puerto Eico, and which must redound to the increase of its wealth.
Another important consideration should influence the mind of the

representatives of the American nation to intervene in the matter of
contracts in Puerto Eico, aud we pray this committee to give the sub-
ject its best attention.

Owing to the depressed political and financial conditions which ob-
tained always in Puerto Eico, the greater part of its trade is in the
hands of foreigners to day, and the sons of Puerto Eico, in major part
always limited themselves to agricultural pursuits, doubly painful by
reason of the difficulties of all kinds against which they had to struggle
in their undertakings.
Absenteeism, or the emigration of the capital of the couutry, was

always the cause of depression in the economic and financial life of
Puerto Eico. This practice has become exaggerated in the last four
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abaeuteeism exist to-day ih greater proportion, so that the evil is con-
tinuous.

Under these conditions a partial accommodation between the cred-
itor and the debtor which shall permit the unembarrassed advance of
labor is difdcult.

It must also be observed, gentlemen, that the rate of interest that
has prevailed in Puerto Rico exceeds, in the majority of cases, the
interest-producing capacity of the capital invested in undertakings, to
the extent that in Puerto Rico there are numerous cases of mortgages
paying 1^ and even l! per cent interest per month ; and there are also
cases where they to day represent in gold the same amount they for-
merly represented in provincial money, without the reduction, which it

was proper to make.
These facts, scandalous in business, occur in Puerto Rico, owing to

the scarcity of money and, consequently, the absence of the freedom of
the debtor to escape the exigencies of the creditor.

With the immediate aid we ask for agriculture, and the intervention
of the Government to extend the contracts, the coffee interests of the
island, which represent sixty or seventy millions of dollars, could be
restored in a brief period; and as the mortgage debt encumbering the
same does not exceed ten millions, it would be easy within a year or
two for the owners to make contracts to extinguish their present liabili-

ties. Thus would all interests be harmonized and the wealth of the
island recover in a short time its losses.

A minimum loan of $16,000,000, which the government that may be
constituted in Puerto Rico ought to be authorized to contract, would
be the complement of the principal measures which it needs for its labor
mechanism. This loan should be devoted to the realization in the
shortest possible time of the means of communication the island needs, to

assisting the general treasury of the same and the municipal treasuries,

now retarded in their advancement by the general situation through
which the country is passing, and the remainder, seven or eight millions

of dollars, should be devoted to assisting agriculture.

But, in order that this aid shall be efScacious and permanent for the
labor of the country, your memorialists would wish that these seven or

eight millions of dollars shall be deposited by the government of the

island in the Territorial and Agricultural Bank there operating, as

capital, receiving in exchange stock of the said bank, and participating

in whatever proportion may result in the benefits of its operations.

The Territorial and Agricultural Bank of Puerto Rico, constituted

with eight or nine millions of dollars, which could be done with the aid

of the government and private efforts, could make loans from one to

forty years to agriculturists, upon the basis of 50 per' cent of the value

of their properties, and the issues of certificates it might make as repre-

senting its business would be surely quoted in the market of the Ameri-

can Union, since the available capital of the bank would make these

certificates gilt-edge paper.

Thus would Puerto Rico count in its onward march upon a constantly

active instrument, which would keep in movement for long terms the

value of its property—a movement which is to-day the trend of the

most advanced countries, for they live intent upon the economic truth

that fixed wealth obtains greater value wherever the greatest amount

of circulating capital obtains.

P B 5
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Clear it is that in case the Government at Washington shall accept
the suggestions of this commission, the government of the island of

Puerto ciico would at once intervene in the management of the bank
by appointing the governor, which would give greater guarantees to

the institution. The procedure which the commissioners for the agri-

culturists of Puerto Kico suggests has been put into practice under
similar conditions by other civilized countries, such as England in the
island of Mauritius and Holland in Java.
The establishment of practical schools of agriculture or model granges,

and the exchange of money realizable after the country tshall be organ-
ized definitely in its government and making active advances in the
way of labor, are the most peremptory measures the commission for the
agriculturists takes the liberty of suggesting in the economic order.
The commission hopes that these suggestions will be duly considered
by this committee.

Lucas Amadeo,
Enrique Gonzalez,

Delegates from the agriculturists of Puerto Rico.

Hon. F. 0. Wachter, of Maryland, filed the following:

Resolutions adopted by the Club Borinquen, the Puerto Rican Society

of Maryland, January 4, 1900.

Whereas this Club Borinquen, of Baltimore, represents the Puerto
Eicans of the State of Maryland, who have for the purpose of securing
an American education and becoming Americanized, taken up their
residence in this cultured city and State, expecting to remain for years
to come and to form the nucleus of a proposed large Puerto Eican col-
ony in Maryland, and they thus feel they may properly call upon the
Maryland Eepreseutatives in Congress for assistance in the urgent need
of themselves, their friends, and families.

Whereas this need consists in that the unfortunate island of Puerto
Eico is facing the worst economic situation in its history, which has
brought about an acute financial, commercial, and industrial crisis, all
caused by the sad fact that since the cession to the United States
Puerto Eico has been denied the principal markets she had long enjoyed
while no new ones have been opened to her;

'

Whereas as a result the planters, unable to meet their accruing
obligations, have been reduced to sore straits, and many are on the
verge of ruin; business of every kind has suffered immense losses and
is in a state of paralyzation, while fluctuations of the rate of exchange
between Americah and insular money and the uncertainties of a mili-
tary government have served to increase the disaster;
Whereas the distress of the planters and the stagnation of business

have superinduced general misfortune and have meant misery to tens
of thousands of laborers who are now out of employment •

Whereas the Puerto Eicans have begged and pleaded for relief and
the President of the United States has become so impressed with the
justice of their cause as to state emphatically to Congress : "Our plain
duty is to abolish all customs tariffs between the United States and
Puerto Eico and give her products free access to our markets;" but
Whereas daily and hourly this distressing situation is becoming

worse, the misery and despair greater and more general, and the pros-
pect of an early restoration of prosperity more diflacult,
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Resolved, That the Olub Borinquen, of Baltimore, entreat the Mary-
land delegation in Congress to use their efforts for a prompt and if

possible immediate abolition of customs tariffs between the United
States and Puerto Eico, the only method of alleviating the misfortune
and suffering of their and our countrymen and of rescuing Puerto
Eico; and

Resolved, That they be also asked to try to effect a settlement of the
Puerto Eican money question, and the establishment in the island of a
civil government participated in by Puerto Eicans.

Otto Schobnbich, President.
AUGUS'JO Ortiz, Secretary.

52 Lafayette Place,
New YorJc, Januarxj 30, 1900.

Mr. H. S. Fete,
1234 F street NW., Washington, B. G.

Dear Sir : The House Ways and Means Oominittee will give a hear-
ing Wednesday morning at 10 o'clock. 1 wish you would appear before
the committee in behalf of the League of Domestic Producers. I pre-
sume also that you will wish to appear before them in your own capacity
as president and representing the New England Tobacco Growers'
Association.

I inclose herewith copies of my letters to the President' and Senator
Nelson; also digest of my remarks to the Senate Committee on Puerto
Eico,' and would like to have them submitted officially to the House
Ways and Means Committee by you, to be incorporated in its testimony
as coming from the League of Domestic Producers.

Thanking you for this kindness, yours, very truly,

Herbert Myrick, Chairman.

Office of Orange Judd Farmer,
Marquette Building,

Chicago, III., January 29, 1900.

Hon. Xnute Nelson,
Senatorfrom Minnesota, Washington, D. C.

My Dear Sir: As a member of the Senate Committee on Puerto
Eico you have faithfully attended the hearings given by that commit-

tee. You have shown an eagerness to grant free trade between Puerto
Eico and the United States in the expectation that thereby the market
for the wheat and flour of the Northwest would be greatly increased

on that island. When I appeared before your honorable committee
January 20, in behalf of the farmers in general and the League of
Domestic Producers in particular, you intimated that because I dis-

agreed with your views on this point I was. "working some scheme

that ought to be exposed in the Northwest." I admitted the soft

impeachment by assuring you that my scheme was to advance the

interests of our farmers here in the Northwest as well as throughout

the country, and I agreed to write you a letter showing why my view

was correct and your view of the case erroneous. The following is

written in accordance with that promise:

-Not filed by Mr. Frye.
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The policy of free trade with Puerto Eico and Cuba had a practical

trial during the three years 1892, 1893, and 1894, under the reciprocity

treaties then in force. For three years before reciprocity the United
States shipped agricultural products to Puerto Eico to an average
amount of $1,385,000, which were increased only $400,000 worth as the

average for three years under reciprocity. ]S'onagricultural exports

from the United States to Puerto Rico before reciprocity averaged

$793,000, and increased during reciprocity by only $94,000 annually.

There was au increase in the Puerto Eican consumption of the United
States under practical free trade of less than $500,000 per year, ofwhich
four-fifths was farm products. The gain in produce exported to. that
island was made up of an increase of $5,000 in exports of dairy prod-

ucts, $200,000 increase in meat products, $156 increase in breadstuffs
of all kinds, while the other products showed a gain of only $40,000.

The average increase in wheat flour exported to Puerto Eico was only
40,000 barrels a, year. Under the most favorable free-trade conditions,

therefore, the three years' experience demonstrates that Puerto Eico's

import trade from the United States increased only about 50 per cent
per. capita for its million population, of which increase 40 per cent was
American farm products, including only 15 per cent for breadstuffs of
all kinds.
This shows conclusively the error of your belief that the Puerto Eican

market would absorb immense quantities of Northwestern farm i)roducts
under free trade. The manifest absurdity of that idea is further
emphasized by the notorious fertility of that island and its genial
climate, as well as by the simple habits of its people, the great mass of
whom live at a food cost of about 5 cents per day. Nor does experience
there or elsewhere justify the opinion that the Tropics' consuming power
of, meat products or breadstuffs would be materially increased by a
gain in the general prosperity of the population there. You should
remember, too, that the principal product of Puerto Eico—coffee

—

which constitutes about three-fourths of its exports, is admitted free of
duty to the United States. Two-thirds of its sugar and four-fifths of
its molasses comes to the United States, because even after paying full
duties to get into this market, the United States yields a better market
to the Puerto Eican planter than either protected Spain or free-trade
England, not to say other countries.
Experience with Cuba is very similar. Under reciprocity exports

from the United States to Cuba and Puerto Eico together increased
only $10,000,000 annually, while our imports from those islands during
the same period increased 2^ times as much. At best we were able to
furnish Cuba and Puerto Eico only $24,000,000 worth of merchandise,
while that region sold us $81,000,000 worth yearly under reciprocity. Of
our increased exports to Cuba and Puerto Eico, which cost $2.50 for each
dolla,r's worth of new business we sent them, only about half the
increase was in breadstuffs, meat and dairy products, vegetables, and
beaus.
Now, turn to the Northwest. Minnesota, with its population of

1,800,000;- Wisconsin, 2,138,000; North Dakota, 235,000, and South
Dakota, 380,000. The per capita consumption of sugar in the United
States is nearly 70 pounds annually, but at oply 60 pounds each these
people in the Northwest consume nearly 137,000 tons of refined granu-
lated sugar per annum. At a wholesale price of 4 cents per pound
your people of the Northwest consume practically $11,000,000 worth of
sugar. This is more than 25 times Puerto Rico's increased consump-
tion of all American farm products under free trade and almost 100
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times as much as lier increased.cousumption of wheat flour. Now, I
contend that it is a far better proposition for Northwestern agriculture
to produce tliis $10,000,000 or $12,000,000 worth of sugar within its own
borders instead of killing the beet-sugar industry by chasing after the
pitifully small breadstuff's trade of Puerto Eico. Or, if we include Cuba
with Puerto Rico, you will see that the Northwest consumes more than
twice as much sugar iu value as the two islands increased their total
consumption of American farm products.
To produce the sugar your Northwest consumes would require the

production of nearly 1,500,000 tons of sugar beets, estimating each ton
of beets to yield 200 pounds of refined granulated sugar. At $4 per
ton your farmers in the Northwest would receive nearly $6,000,000
annually for this new and profitable crop, and as much more would be
paid for labor supplies and profits on capital invested. You would
thus keep at home among your own people the $11 ,000,000 or $12,000,000
now sent away from your section each year to pay for the sugar your
people consume. Not only that, but the beet pulp, or by-product from
the sugar factories, being a most valuable feed for all animals, and
especially for cows, would greatly promote the dairy interests in the
Northwest. To work up these beets and produce the sugar that your
Northwestern people now import would require at least 45 factories of
an average capacity of 300 tons of beets per twenty-four hours for one
humlred days. Each factory would represent an investment of from
$25,000 to $350,000, or, at an average of $300,000 would require a total
investment of $13,500,000. In other words, the money your people of
the Northwest pay each year for their sugar would in a single year pay
for all the factories needed to work up enough beets to furnish this

sugar.
Now, as a man intiinately familiar with the West and Northwest and

whose early life was spent in the Centennial State, I am profoundly
convinced that it is far wiser to thus foster the production right here
at home of this great staple of consumption than to foster its produc-
tion in Puerto Eico, Cuba, or the Philippines. Even after pjiying the
existing duties, cane sugar sold on the New York market yields to the
Puerto Rican planter $30 to $42 net profits per acre over and above all

possible expenses. This is as much or even larger profit than our
Northwestern farmers could make on sugar beets, because they pay
good wages and board, while the Puerto Eican peon is glad to work for

from 10 to 30 cents per day and lives on 5 cents per day. Eemove the

present tarift and $100 to $135 per acre are added to the Puerto Rican's

profits, while at the same time nipping in the bud this promising beet

industry of the Northwest. You know as well as the writer that it is-

this fear of tropical free trade, of which you would make Puerto Eico the

precedent, that causes capital to hesitate to embark in the beet-sugar

industry ; but if you and your party that dominate the present Congress

will emphatically declare that the American farmer is to continue to be
protected against free- trade competition then capital will tiow into the

beet-sugar industry, to the great development and prosperity of the

Northwest and of the whole country. Again, it is claimed IHjat Puerto

Eico is so small that even with free trade and the stimulus of a bounty

of $35 a ton upon its sugar that would thus be offered by the remission

of duties, she could only double her present production of C0,000 tons

of sugar. This is doubtless a grave underestimate, yet on that basis

the island would produce almost as much sugar as the Northwest con-

sumes. Again, the query, Why give this great bonus to Puerto Eico

instead of developing the beet-sugar industry of the Northwest,



70

especially since the Puerto Rican planter can pay the present tariff

and still make as large profits per acre as the Northwestern farmer
and yet not work half as hard 1

I have said nothing of the enormous benefit that would accrue to the

ISTorthwest by paying to its farmers, laborers, and investors the con-

stantly increasing sums now sent away to pay for the sugar it con-

sumes. It would add $2 to $2.50 per capita annually to the wealth or

consuming power of your nearly 5,000,000 people in the Northwest com-
pared to the increase of only 50 cents per head on the 1,000,000 Puerto
Eicans.
The testimony oefore your Senate committee shows that the greatest

need ofthe island is law ; that under a favorable administration of affairs,

which should be at once granted, there is money and agricultural

improvements in order to recoup damages caused'by last year's unpre-
cedented hurricane. General life will be easier on that island, the work
lighter, and the profits of agriculture greater than on the average Ameri-
can farm, even if Puerto Eican products continue to pay the existing
duties to get into this market. In other words, reduction of duties on
products shipped from that island to the United States is not essential

to its generous prosperity. Neither is it true that our conquest deprived
Puerto Rico of its markets, and therefor morally entitled these products
to free admission into the United States, for two thirds of Puerto Rico's
total products may already enter this market without payment of duties.

Heretofore tariffs have been designed mainly to protect the American
workingman and manufacturer against the cheap labor of Europe—

a

region that was forced to buy heavily of American farni products.
In the Tropics the case is exactly the opposite. The Philipijines,

Cuba, and Puerto Rico have or will have an unlimited agricultural sur-
plus for export, while affording a comparatively small market fur the
products of our farms and factories. All history proves this, and our
own experience under reciprocity in 1892-1893-1894 substantiates.it.
This is why the American farmer stands more firmly than ever in the
position that he has often reiterated through his organizations—that so
long as there is a tariff' the farmer should have his share of it, and par-
ticularly where duties would protect him against the competition of
cheap labor and unlimited fertility of the Tropics. If, now, you favor
admitting duty free sugar, tobacco, wool, hides, fruits, vegetables, or
other of the farmers' most profitable specialties, he is dead right upon
having admitted free of duty all the manufactures he consumes. Please
remember, too, that free trade with the Tropics would not only inhere
to the great detriment of domestic agriculture, but it would prodigiously
foster the sugar refiners' trust, tobacco trust, tropical-fruit trust, etc.,
which are working so earnestly in behalf of such tropical free trade.
Trusting that you will cooperate with the farmers of your own great

State of Minnesota and of the Northwest and the whole country in
protecting domestic agriculture against tropical competition, and in
fostering the development here in the Northwest of new and profitable
agricultural and manufacturing industries, and assuring you that all
statements of facts herein made are based on official data, for which the
authority will gladly be supplied, if questioned, I have the honor to
remain,

Yours, for agriculture,

Herbert Myeick,
Editor Orange Judd Farmer,

Chairman League of Domestic Producers.
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Washington, D. 0., January 27, 1900.

Hon. J. B. FOBAKER,
United States /Senator,

My Deab Senator : Apropos to some inquires by you, at hearing
Jauuary 20, relative to the leaf-tobacco product of Ohio, and probable
effect on the same by the free importation of tobacco from Puerto Kico,
I will endeavor, in a general way, to state the principal facts in relation
thereto. Ohio is the only State I know of that to any considerable
extent produces both "seed leaf" (i. e., tobacco used exclusively for
cigars), and "hogshead" or manufacturing tobacco, the latter being used
in the manufacture of plug tobacco mostly, and not at all in the manu-
facture of cigars. The hogshead tobacco of Ohio's product is mostly,
if not all, now of one variety, viz. White Burley, and confined mostly
to the southern part of the State—an extension, it might be called, of
the tobacco fields of Kentucky across the river into Ohio. As Puerto
Eican tobacco is all cigar leaf, we will assume that the latter would not
compete with the hogshead tobacco of Oljio. Much the largest part of
Ohio's tobacco product. However, is of the cigar or seed-leaf varieties,
and is grown in the more northern section of the State. Prior to the
advent of Sumatra tobacco, Ohio seed leaf was largely used for wrapper
purposes; indeed, the industry was a direct importation from the State
of Connecticut, "Connecticut seed leaf" being the exclusive variety
grown there.

As a general rule, in those early days, however, the percentage of
fine wrapper leaf in Ohio crops was not (owing to soil and climatic
conditions) quite as large as that of Connecticut, and consequently the
average price per pound for the whole crop not as high, but as the cost
of production was mucli less on those fertile lands the crop was usually
a very profitable one. Yet during those years, say in the sixties and
seventies, I have known years when Ohio wrappers brought as much
or more per pound than Connecticut wrappers of the same year's
product. This would occur when Ohio had a very good season and
Connecticut a very poor one. With the advent of Sumatra wrapper
leaf an entire chaitge took place at once. Ohio wrappers being of a
coarser texture, soon liad no place in the market as wrappers, and had
to be used as binders and fillers, selling at binder and filler prices

(about the cost of production). As the importation and use of Sumatra
wrappers became more general, the product of other seed-leaf States,

first Wisconsin and then Pennsylvania, ceased to be known in the trade
as wrapper crops, this extending in the latter eighties to New York,
and even New England to a large extent, so that a large percentage of
the product of those States was sold at binder and tiller prices and
used only for that purpose, as Sumatra had become the almost univer-

sal wrapper. The 1890 tariff', towever, practically stopped its further

inroads on the seed-leaf industry, though it did not to any extent
diminish its use. The natural growth of the cigar industry gradually
widened the market and saved some portion for those sections only

that could produce the finest wrapper leaf. Sumatra tobacco brought
about another great change.
A new variety of tobacco, called " Havana seed," being a finer grained,

smaller leaf, and more glossy, silky ai)pearance, resembling more nearly

Sumatra than the coarser " Connecticut seed leaf" or " Ohio broad leaf,"

was introduced, and soon almost supplanted the "seed" varieties, so

that now they are only grown to any extent in about four Connecticut

Valley townships, Glastonbury, East Plartford, South Windsor, and



East Windsor. Wisconsin adopted tbe Havana seed variety, and now
is known as the great binder State. Ohio leaf, however, could not stand
the competition even in binder grades, and as time passed on the prod-

uct became almost exclusively a filler leaf, until now the Ohio " Zim-
mer's Spanish," "Gebhard,"' and "Little Dutch" command a national
reputation as being the best domestic fillers produced, with the possible

exception of Florida fillers and the best grades of Pennsylvania B's.

Now, as the Puerto Rican product at present is almost wholly a filler

grade, it comes more directly in competition with Ohio tobacco than any
other single State. I think the average price of Ohio fillers of the
three above-named varieties will run from S to 12 cents per pound. The
price seems low, but taking into account the cheapness of production
of filler leaf (one-half or two-thirds the labor cost being eliminated) the
crop at even those prices is now fairly profitable there, but now comes
the alarming fact that Puerto Rican tobacco is now being imported into
this country—in one instance I know of last summer of 1,000 bales in
a single importation; that tobacco was sold here to manufacturers at a
profit, in competition with Ohio fillers. As the first cost on the island
could not have been less than 5 cents jier pound, adding the duty of 35
cents, and only 10 cents per pound to cover all cost of transportation,
dockage, insurance, commissions, selling, etc., that tobacco must have
brought over 50 cents per pound to leave any profit at all to the
importer.
Now, the problem for the Ohio tobacco farmer to solve is, If Puerto

Rican filler tobacco can be sold in competition with his tobacco at more
than 50 cents per pound what becomes of the Ohio farmer's home
market when the duty of 35 cents per pound is abolished? The only
possible result can be that the cigar manufacturer will have no further
use for Ohio filler leaf. Indeed, I am told that manufacturers have so
stated already. Xo possible reduction in present price of Ohio leaf can
compensate for the reduction in price of Puerto Rican tobacco by the
elimination of the duty of 35 cents. It is a significant fact that Ohio
was the first State to suffer from the competition of Sumatra wrapper,
and to the extent of losing entirely its market for its most valuable
grade of leaf; and it is sure to follow as a sequence that it will be the
first and most serious sufterer from the policy of free trade with Puerto
Eico, in that the competition of the tobacco product of that island must
surely injure, if not destroy, Ohio's home maiket for the only grade of
leaf tobacco that it now produces. I am ready to guarantee that the
Connecticut tobacco interests will not be utterly »• hi'« erf by the competi-
tion of Puerto Rican tobacco alone, but I would not underwrite a like
insurance for the Ohio tobacco interests.

CLASSIFICATION BY STATES OF eEADES OF CIGAR LEAF.

Ohio, all filler leaf; Wisconsin, binder and filler; Pennsylvania
mostly binder and filler; New York, wrapper, binder, and filler; Xew
England, wrapper and binder (its filler leaf having no established
value or market in this country is mostly exported); Flofida, mostly
filler and wrapper. Puerto Rican leaf being now largely of filler grade
it will be seen that the unrestricted importation of that tobacco, free of
duty, will first affect those States or sections producing tbe'laroest
percentage of filler leaf, and, therefore, Ohio is the most vulnerable
spot in the entire list of cigar-leaf States.
In conclusion, I reiterate my contention that my earnest protest

against free trade with Puerto Rico is not entered so much on the
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ground of aDticipated serious injury to Connecticut or New England
tobacco interests Irom direct competition of Puerto Eicau tobacco, but
that 1 feel, and the people 1 represent fully believe, it •will be the enter-

ing YPedge that will split wide open the protection policy of the Kepub
lican party, they looking upon it much as the Louisiana planter would
the digging of a ditch across the levee at Hood time of the mighty
Mississippi.

I have the honor to be, yours, sincerely,

H. S. Feyb,
President Xeir England Tobacco Oroicers^ Asfiociation.
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REDEMPTION OF miERNALREVENUE STAMPS.

Committee on Wats and Means,
Friday, March ^, 1900.

The Committee on Ways and Means this day met, Hon. Sereno E.
Payne in the chair.

Following is the bill under consideration:

A BILL Authorizing the Commissioner of Internal Revenue to redeem or make allowance for
internal-revenue stamps.

Be it enacted by the Senate and House of Bepresentatives of the United States of America
in Congress assembled, That the Commissioner of Internal Eevenue may, upon receipt

of satisfactory evidence of the facts, make allowance for or redeem such of the stamps
issued under authority of law to denote the payment of any internal-revenue tax as
may have been spoiled, destroyed, or rendered useless or unfit for thepurpose intended,
or for which the owner may have no use, or which through mistake may have been
improperly or unnecessarily used, or where the rates or duties represented thereby
have been excessive in amount, paid in error, or in any manner wrongfully collected.

Such allowance or redemption may be made either by giving other stamps in lieu of

the stamps so allowed for or redeemed or by refunding the amount or value to the
owner thereof, deducting therefrom, in case of repayment, the percentage, if any,
allowed to the purchaser thereof; but no allowance or redemption shall be made in
any case until the stamps so spoiled or rendered useless shall have been returned to

the Commissioner of Internal Revenue or until satisfactory proof has been made
showing the reason why the same can not be so returned, or, if so required by the
said Commissioner, when the person presenting the same can not satisfactorily trace the
history of said stamps from their issuance to the presentation of the claim as afore-

said: Provided, That documentary and proprietary stamps issued under the provisions

of "An Act to provide ways and means for war expenditures, and for other purposes,"
approved June thirteenth, eighteen hundred and ninety-eight, may be redeemed only
when presented in quantities of two dollars or more, face value: Provided further,

That no claim for the redemption of or allowance for stamps shall be allowed unless

presented within two years- after the purchase of said stamps from the Government.
Sec. 2. That the finding of facts in, and the decision of the Commissioner of Inter-

nal Eevenue upon, the merits of any claim presented under or authorized by this Act
shall, in the absence of fraud or mistake in mathematical calculation, be final and
not subject to revision by any accounting oflEicer.

Sec. 3. That all laws and parts of la,ws in conflict with any of the provisions of this

Act are hereby repealed.

STATEMENT OF MR. GEORGE W. WILSON, COMMISSIONER OF
INTERNAL REVENUE.

The Chairman. This hearing is in reference to House bill 8776,

being a bill authorizing the Commissioner of Internal Revenue to

redeem or make allowance for internal-revenue stamps. You are the

Commissioner of Internal Revenue ?

Mr. Wilson. Yes, sir. Mr. Chairman and gentlemen, this legisla-

tion is asked for to cure an inadvertence in the war-revenue act

repealing the power of the Commissioner of Internal Revenue to

redeem—either by stamps or by refunding the money—stamps that

3
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had been improperly used, or for which the taxpayer had no use,

which had been spoiled or used for taxes that had been in any manner
wrongfully collected. Following that act of 1864 there were two
amendments. The purpose of those two amendments was to gradually
relieve the Internal Revenue Bureau of redeeming the old stamps that

were the outgrowth of the civil war. They kept dwindling out into

small amounts, and Congress thought wise to step in and stop it,

and the final amendment of section 3426 prohibited the Commissioner
of Internal Revenue from redeeming any of those stamps after a
certain date, exfcept the 2-cent stamps.
That is where the law stood when you passed the act of June 13.

Section 31 of that act provides that all existing internal-revenue acts

with reference to the assessment and collection of taxes shall be
applicable. That revived the repeal provision against" section 3426,
and seems to take away the power of the internal-revenue collector

to act under it. I thought the power was sufficient under that dele-

gated to the Commissioner by Congress to make regulations approved
by the Secretary, to carry into effect, in a general way, the internal-

revenue legislation, and I asked the Attorney-General for his opinion,
and he answered it was. I started in to redeem these stamps under
that power, and the Comptroller stopped
Mr. Richardson. Stamps issued when ?

Mr. Wilson. Those were stamps issued under the war-revenue act.

The banks of the country were appealed to to step in and take those
stamps on the 1 per cent commission provided and help distribute
them over the countrj', as the time was short; and the banks, be it said
to their credit, responded very generously about the matter, but they
did not know what sort of a stock of stamps would be demanded by
the people in their respective communities, and they bought, say, a
thousand dollars' worth that they did not need and never have been
able to sell, and now they come and want these stamps redeemed.
Mr. Long. That is to the amount of the stamps ?

Mr. Wilson. Yes, sir.

Mr. RicHAEDSON. Either in new stamps or in money.
Mr. Wilson. The most of them want the money. The Comptroller,

as I said, did not agree with the Attorney-General, and declined to allow
it to be done. That is the status of things to-day, and hence this bill.
The first section of this bill is a reenactment of section 3426 of the
Revised Statutes.

The Chairman. Are there any changes from the Revised Statutes in
that?

Mr. Wilson. No, sir; there is nothing material at all in section 3426.
The change here proposed is in the second section-

That the findings of fact m and the decision of, etc.

That is brought about by the accounting officers of the Treasury
undertaking to step in and stop the Commissioner of Internal Revenue
from doing what the law clearly says he shall do, with the approval
of the Secretary of the Treasury. The courts have &aid so, and in
order to be clear upon the subject and not take up your time I have
prepared a brief here—I do not think the number is sufficient to go
around, but I will turn these over to the clerk—which sets forth,
clearly the position of the Commissioner of Internal Revenue about
the matter and gives the decisions of the courts.
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The Chairman. Give one to each of the members present.
Mr. Richardson. Is there an}^ instance in which the acts of the

Commissioner or the head of a bureau are not subject to revision by
the accounting officers or auditing officers of the Government?
Mr. Wilson. Except in this matter.
Mr. Richardson. There is no other case like this ?

_Mr. Wilson. No, sir. This is an act in which there can be no
divided responsibility.

]Mr. Richardson. Is this a safe power to give to the head of a
bureau ?

Mr. Wilson. Yes, sir. Under these circumstances it is the only
way to administer it.

Mr. Richardson. Does your brief on that subject cover that?
Mr. Wilson. Yes, sir; it covers the whole question—gives the deci-

sions of the Court of Claims and the decisions of the courts through
the country and the decision of the Supreme Court.
Mr. Dalzell. Is the second section the only one which is new?
Mr. Wilson. Yes, sir.

Mr. Dalzell. And the other is merely a reenactment of the original
law^
Mr. Wilson. Yes, sir.

Mr. Dalzell. What is the necessity for putting in the first section ?

Mr. Wilson. Because section 31 of the war-revenue act practically

repeals it; that is, it is so held by the Comptroller. There is corre-

spondence here in connection with the clerk from the office which I
dare say will elucidate the whole thing.

The Chairman. You gave me a memorandum the other day of some
decisions Are those contained in the brief?

Mr. WiSLON. Yes, sir; they are all there.

The Chairman. The decisions of the courts seem to be very clear.

Mr. Wilson. The Senate committee went over the matter and made
a report yesterda}' and passed it. The powers conferred upon the
Secretary of the Treasury and the Commissioner of Internal Revenue
under section 3220 are exacth' similar; there is no divided responsi-

bility about it.

Mr. Richardson. Will you repeat that? I did not hear it, as I was
reading.
Mr. Wilson. The powers provided for the Secretary of the Treas-

ury and the Commissioner under section 3220 of the Revised Statutes,

with reference to paying back taxes, are like the powers under section

2436 for the redemption of stamps. The court says it is a power
which must have rested somewhere, and Congress has seen fit to place

that in the hands of the Commissioner of Internal Revenue. It goes
on to comment that there may have been greater safety to be found
in placing it in the hands of some one else, but they did not do it, and
the truth is you can not have a divided responsibility about the mat-

ter. You place the duty upon the Commissioner of Internal Revenue
of sending out these stamps and the handing over to these taxpayers

these stamps under certain rules and regulations, and it goes on to say

how they may be returned under certain circumstances. The taxpayer

goes into that, a contract is made, and then you can not have an out-

side party, with no power to investigate, and who can not tell anything

about it, to step in and say: "No; you can not do this."

The Chairman. I notice this decision in the case of Dugan against
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the United States, decided by the Court of Claims June 5, 1899, the

court, after reviewing decisions upon the question, concluded as fol-

lows:

The substance or effect of the decisions, as we understand, is this: Given a claim

of which the Commissioner had jurisdiction, i. e., to mate an allowance for or

redeem stamps spoiled, destroyed, or rendered useless, etc., his, decision on the
merits thereof in the absence of fraud or mistakes in the mathematical calculation

is final, and therefore not subject to revision by the accounting officers.

Under that aecision do these people go to the Court of Claims and
recover from the United States, notwitflstanding the decision of the

Comptroller ?

Mr. Wilson. They always do, and the Court of Claims have said

time and time again that the opinion of the Auditor of the Treasury
about the matter was of no consequence whatever. They used that

plain language.
The Chairman. And they grant judgment against the United States

for these very claims ?

Mr. Wilson. Why, certainly.

Mr. Long. But it delays them to go to the Court of Claims in order
to get relief.

Mr. Wilson. Yes, sir; and I am getting twenty-five letters from
the Auditor every day. Mr. Richardson, read the last paragraph, the
last four lines, of that letter there. Thousands of these claims are
being hung up and the people are clamoring to be relieved. Here is

a letter the Auditor sends saying these claims can not be paid.

Mr. McClellan (reading):

Under the decision of the Comptroller of the Treasury, dated January 4, 1900, the
documentary stamps other than the denomination of 2 cents can not be redeemed.
There is suspended the sum of $25.50.

Mr. Wilson. We have said to the purchaser in our regulations that
the stamps will be redeemed and that he ought to have his money back.
Mr. Richardson. The only question on my mind, and that is why I

addressed the question to the Commissioner, was whether it was a Avise

thing to do to deny to the auditing officer or the accounting officer of
the Treasury the right to pass upon the ruling of the Commissioner.
It looks to me that if we do it in all the other bureaus there ought to
be some good reason for not doing it in this bureau.
Mr. Wilson. That is just the point exactly, the reason I gave—that

you can not have a dual responsibility about this matter.
Mr. Richardson. But we do it with the other bureaus.
Mr. Wilson. But it is a different sort of proposition.
Mr. Richardson. I want to see the difference.

Mr. Wilson. These taxes you have gathered from the man and you
have placed the responsibility upon the Commissioner to put that burden
upon him, and you have also laid the burden upon him of telling him
that in certain cases he may have these back, that his stamps may be
redeemed, and the law is there, in all cases where the taxes are wrong-
fully collected, and I am the judge of that and the Commissioner must
be the judge of that matter.

Mr. Cooper. The Auditors are the court of last resort. You can
not get away from their opinion. If they decide you are not entitled
to anything there is no appeal, there is no place to go to ?

Mr. Wilson. Except the Court of Claims. They can only decline
to issue warrants; there is where their power lies. The Court of
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Claims has every "time said it is of no consequence, judgment must be
had; they never fail on it. But the Internal Revenue Bureau under
this law has been bothered for the last six months more than it has been
bothered for twenty j^ears.

The Chairman. This authority was given the Comptroller under the
Docke^law?
Mr. Wilson. No, sir; the Dockery law gave the Auditor possibly a

little wider scope than he had before, but he has no power whatever to

?ass upon the legality of these claims; but they work it in this way:
he Auditor raises the question, and then under that law you provided

in the Dockery bill he goes and asks the Comptroller for an advance
opinion, and that virtually makes the Auditor a court to sit in judgment
upon the Commissioner.
Mr. Richardson. He does that in all the other bureaus. That is

what I wanted to get at there, the reason why it is recommended in

your case.

Mr. Wilson. Because this is an executive act that I am charged
with, and there can not be a divided responsibility in it—and do busi-

ness. You tan have it that way. Either give it to the Comptroller
and Auditor and let the Commissioner of Internal Revenue out. Let
him investigate the facts and let it end there; say that is the end of it

with him, and say so to the taxpayer, or else do what we have done
heretofore. This proposed amendment here simply says that these

accounting officers shall determine themselves whatever the balance
may be in a mathematical sense, determine as to its accuracy, and
then in case of fraud they shall stop it, and that is as far as they shall

go. Now their powers are wide enough
Mr. Richardson. Does the . Secretary of the Treasury recommend

this?

Mr. Wilson. Just what I have asked you to do.

The Chairman. I do not see any other way out of it except make
all these people go to the Court pf Claims, and, of course, we do not

want to do that as there are thousands of them.
Mr. Wilson. I refer you, gentlemen, to that brief, and if it does

not convince you that I am three-thirds right about this matter, don't

you do it.

BRIEF OF THE COMMISSIONER OF INTERNAL REVENUE.

In re the authority of the accounting officers of the Treasury Depart-
ment to review the decisions of the Commissioner of Internal Rev-
enue in refunding taxes or redeeming stamps.

The provision of law authorizing the Commissioner of Internal

Revenue to refund internal-revenue taxes erroneously or in any manner
wrongfully collected is found in section 3220, Revised Statutes, as

follows:

The Commissioner of Internal Revenue, subject to regulations prescribed by the

Secretary of the Treasury, is authorized on appeal to him made to remit, refund, and
pay back all taxes erroneously or illegally assessed or collected, all penalties collected

without authority, and all taxes that appear to be unjustly assessed or excessive in

amount, or in any manner wrongfully collected.

In pursuance of this provision, regulations (series 7, No. 14, and
supplements) have been prescribed by the Secretary of the Treasury
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designating certain forms to be used and certain fabts to be included

and properly authenticated by claimants in the presentation of claims.

No appellate tribunal was created or attempted to be created by such
regulations, and no provision was made for the review of the Commis-
sioner's decisions by accounting officers, or even by the Secretary of

the Treasury.
. And, as was said by the Court of Claims in the case of Sybrandt &
Go. (30 Int. Eev. Record, 136), wherein the court allowed recovery of

a claim passed by the Commissioner and disapproved by the Secretary:

If the regulations had plainly provided that no tax should be refunded without
the Secretary's approval, it would have been not only in conflict with the statute,

but would have, if effective, completely reversed its purpose.

The provision of the Revised Statutes which authorizes the Commis-
sioner to redeem stamps, is as follows:

Sec. 3426. The Commissioner of Internal Revenue may, upon receipt of satisfactory

evidence of the facts, make allowance for or redeem such of the stamps issued under
the provisions of this title or of any internal-revenue act, as may have been spoiled,

destroyed, or rendered useless or unfit for the purpose intended, or for which the'

owner may have no use, or which, through mistake, may have beert improperly or
unnecessarily used, or where the rates or duties represented thereby have been exces-
sive in amount, paid in error, or in any manner wrongfully collected.

This provision is self-executing, and requires no departmental regu-
lations to carry it into eilect.

The powers conferred in the foregoing sections are incidental and
necessary to the proper exercise of the general powers conferred on
the Commissioner by section 321, Revised Statutes, as follows:

The Commissioner of Internal Revenue, under the direction of the Secretary of
the Treasury, shall have general superintendence of the assessment and collection
of all duties and taxes now or hereafter imposed by any law providing internal reve-
nue, and shall prepare and distribute all the instructions, regulations, directions,
forms, blanks, stamps, and other matters pertaining to the assessment and collection
of internal revenue, and shall provide hydrometers and proper and sufficient adhe-
sive stamps, and stamps or dies for expressing or denoting the several stamp duties,
or in the case of percentage duties the amount thereof, and alter or renew or replace
such stamps from time to time as occasion may require.

Thus it will be seen that the duties and powers of the Commissioner '

are broad and comprehensive. He is made the head of the Bureau
for the collection of all internal-revenue taxes throughout the United
States, charged with the duty of administering justice between the
Government and the payers of such taxes, and expressly and neces-
sarily clothed with the power to exercise both executive and judicial
functions. He is provided with a corps of revenue agents and their
assistants, with collectors and their deputies, and other officers to
properly collect the revenues and to ascertain all facts relating to the
liability or nonliability of persons to the payment of taxes, and he is
furnished with an officer of the Department of Justice, as a legal
adviser, to assist him in properly construing the law and in justly
applying the same to the facts.

In the enforcement of the internal-revenue laws with the extensive
machinery supplied and required errors may occur, and taxes may be
erroneously assessed or collected, and stamps may be purchased by tax-
payers under a misapprehension of the law, or when purchased may
be lost or destro;^ed, and it was for the correction of such errors and
to enable the Government to deal justly with the taxpayers that the
powers prescribed in sections 3220 and 3426 were vested in the
Commissioner.
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As was said by the court in the case of Sybrandt & Co., supra:

This law (sec. 3220) very plainly imposes upon the Commissioner, and upon no
other officer, the duty of deciding whether a tax has been erroneously or illegally

assessed or collected, and whether it should be refunded. The power had to be
lodged somewhere, and Congress undoubtedly imposed it upon him, because he was
considered best qualified to administer it. The taxes were to be assessed and col-

lected by him and his subordinates. All records, reports, or other evidence affecting
cases were in his possession. He necessarily became very familiar with the manner
of proceeding and with the mistakes occurring or evasions attempted. The only
restraint put upon his action is that he should proceed in such cases subject to the
regulations prescribed by the Secretary of the Treasury. While his decisions may
undoubtedly be impeached for fraud or mistake, apparent on record, no other officer

of the Government is authorized to review matters that fall within his discretion.

If the law has plainly imposed certain duties upon the Commis-
sioner it is apparent that his decision, when made affecting a matter
within his jurisdiction, is conclusive, unless a power to review such
decision is vested b}' law in some other officer. It is an elementary
principle of law that when authority to do a certain act involving the
exercise of discretion is vested in an officer, such authority can not be
delegated to others, nor acts done thereunder reviewed, except in a
manner provided by law. No provision of law exists giving power
to any officer to review the decisions of the Commissioner made under
the sections referred to.

It might possibly have been safer [said the court in Sybrandt & Co.'s case] to
have authorized the Secretary or the accounting officers to review the Commis-
sioner's decision and allow claims which he had rejected and reject claims which he
had allowed, but that was a matter for Congress, and they have provided otherwise.
The law as it is, however, has been in operation many years, and yet no report of

maladministration has reached the ears of the public.

That the courts have uniformly recognized the finality of the deci-

sions of the Commissioner, so far, at least, as the accounting officers

are concerned, is shown by an unbroken line of decisions for the past
twenty-five years. In Kaufman's case (96 U. S., 567), affirming a
judgment of the Court of Claims for the value of a certain special tax
stamp, claim for which had been allowed b}' the Commissioner and
rejected by the Comptroller, the court said:

It is now insisted that the finding of an allowance by the Commissioner is not
enough, .and that the court should have gone behind the allowance and found the
facts in respect to the original claim. Such, we think, is not the law. To say the
least, the allowan.ce of a claim under this statute is equivalent to an account stated

between private parties, which is good until impeached for fraud or mistake. It is

not the allowance of an ordinary claim against the Government by an ordinary
accounting officer but the adjudication by the first tribunal to which the matter
must by law be submitted. Until so submitted and until so adjudicated there is not
even a prima facie liability of the Government, but when submitted and allowed upon
the adjudication the liability is complete until in some proper form it is impeached.

Here the court recognizes the action of the Commissioner as the

adjudication of a tribunal whose decisions are final until impeached in

some proper form. That it did not deem an accounting officer author-

ized to impeach it in any form is shown by the fact that no attention

whatever was paid to the Comptroller's rejection of the claim on

which the judgment was based.

In Woolner's case (13 Ct. Cls. R., 366), where a judgment was ren-

dered for a claim for the refund of taxes twice paid, on a claim

allowed by the Commissioner and rejected by the Comptroller, the court

said:

The tax was, in fact, twice paid. It was, in the language of that section, a tax paid



10 EEDEMPTION OF INTERNAL-EBVENUE STAMPS.

exceasive in amount, and so might be refunded, unless the Commissioner for reasons

satisfactory to himself should decide otherwise, and in this latter case his decision

would be final and conclusive.

In the case of Corning & Co. (34 Ct. Cls. R.), being an action to

recover certain internal-revenue taxes on liquors paid under protest,

where the Commissioner denied the application for a refund of tax,

the court said;

The Commissioner's functions with respect to the matters referred to under the

statute are judicial in their nature, and his action precludes the claimant from taking

to the courts for examination the things designed to be finally settled by him.

and th9,t

—

Whatever rights the claimant had vested upon the statute which requires the action

of a revenue officer to determine.

For the reasons given the courts refused to take jurisdiction.

If the courts refuse to exercise jurisdiction and to review matters
placed exclusively within the power and discretion of the Commis-
sioner, the exercise of appellate jurisdiction in such cases by an account-

ing officer can be justihed only on the ground that the inherent judicial

functions of such officer are more searching and comprehensive than
the judicial powers vested in the courts.

Passing directly upon the question of the authority of an account-
ing officer to review the decisions of the Commissioner, the Court of

Claims, in Ridgeway against the United States, reported in Internal
Revenue Record, volume 29, page 197, said:

The action of the Fifth Auditor in passing the allowance in this case is immaterial,
since it is no part of the duties of Auditors, except the Sixth Auditor, to make deci-
sions in any way binding upon anybody, and their opinions and decisions upon con-
troverted questions, if they choose to give them, have no official determining force.

' They have only to examine accounts, certify balances, and transmit them to the
proper Comptroller for his decision thereon. It is true that an allowance author-
ized by the Commissioner of Internal Eevenue can not be reversed, annulled, or
reviewed by any other accounting officer, and a suit can be maintained upon it in
this court if the accounting officers refuse or delay to pass it for payment.

In the recent case of Dugan against the United States, decided by
the Court of Claims June 5, 1899, the court, after reviewing decisions
on the question, concluded as follows:

The substance or effect of the decisions, as we understand, is this: Given a claim
of which the Commissioner has jurisdiction, i.-e., " to make allowance for or redeem
.stamps spoiled, destroyed, or rendered useless, etc.," his decision on the merits
thereof, in the absence of fraud or mistakes in mathematical calculation, is final, and
therefore not subject to revision by the accounting officers.

It is now contended that the decisions of the Commissioner in such
cases are conclusive only as' to the findings of fact; that in all other
respects his decisions allowing claims for refund or rederoption may
be reviewed, modified, or rejected by the accounting officers; that
claims may be considered de novo and the rights of the claimant may
be adjudicated by such officers., and where they deem it proper in the
dispensation of justice they may refund other taxes or redeem, other
stamps than those claimed or presented by the claimant. This con-
tention is not founded upon any provision of the statutes, either
express or implied, but appears to be based upon the language of the
court in the case of the United States v. Savings Bank (104 v. S., 733)
where the court, teferring to its opinion in the Kaufman case, said:

Whether his allowance is conclusive on the other officers through whose hands it
must necessarily pass before it can be paid by the Treasurer, we did not then and
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need not now decide. All we said then, and all we say now, is that if payment is

not made by reason of the refusal of any of the officers of the Department to pass or
pay the claim after it has once been allowed by the Commissioner the allowance
may be used as the basis of an action against the United States in the Court of
Claims, where it will be prima facie evidence of the amount that is due and put on
the Government the burden of showing fraud or mistake.

It is difficult to perceive how the language of the court in this case
affords reasons for the conclusion that the allowance of the Commis-
sioner is not conclusive on the accounting officers. The court did not
intimate that such allowance was not conclusive, but as that question
was not before the court in either case it was therefore not passed
upon.
The court in the latter case, however, reaffirmed the principles laid

down by it in the Kaufman case, where a judgment was awarded on
an allowance by the Commissioner which had been rejected by the
Comptroller, and reiterated the statement that, if payment is not made
by reason of the refusal of any of the officers of the Department to

pass or pay the claim after it has been allowed by the Commissioner,
the allowance maj' be used as the hasis of an action against the United
States and will be prima facie evidence of the amount due. If an
allowance hy the Commissioner may be made the basis of an action
against the United States and is prima facie evidence of the amount
found by the Commissioner to be due, and, as said in the Kaufman
case, the court will not go behind the allowance to find the facts in

respect to the original claim even when the claim is modified or
rejected by the Comptroller, it must be conceded that the courts do
not look with awe or reverence upon the appellate or supervisory
powers of the accounting officers in such cases.

The Supreme Court of the United States in the case of Belcher et

al. V. Lynn, (24 Howard, 508), passing directly upon the question of

the force and finality of the decisions of special tribunals, said:

When power or jurisdiction is delegated to any public oificer or tribunal over a
subject-matter, and its exercise is confided to his or their discretion, the acts so done
are in general binding and valid as to the subject-matter. The only questions which
can arise between an individual and the public or any person denying their validity

are power in the officer and fraud in the party. All other questions are settled by
the decision made or the act done by the tribunal or officer, whether legislative,

executive, judicial, or special, unless an appeal or other revision is provided for by
some appellate or supervisory tribunal prescribed by law.

Here are no distinctions between ''findings of fact" and "conclu-
sions of law." The tribunal acts within its jurisdictions without fraud

of the party, and "«/? other que.stions are settled by the decision." It

is the same principle clearly laid down in Dugan's case by the court in

summing up the authorities, and the " construction of law under which
he acts," referred to in said case, can mean only the construction of

the law conferring jurisdiction and not the construction of law appli-

cable to the subject-matter after jurisdiction has been rightfully

acquired.

If the Commissioner of Internal Revenue should attempt to redeem
postage stamps or refund customs duties his acts would be in excess of

the " authority conferred by the law under which he acts." He would
be acting without jurisdiction and his findings and decisions would be
null and void and without binding force upon anyone. But, given a

claim within his jurisdiction to redeem stamps issued under any internal-

revenue law or to refund internal-revenue taxes in any manner wrong-
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fully collected, his conclusions and construction of the law applicable

to the subject-matter and the rights of the claimants are as conclusive
and final as his findings of fact. The doctrine laid down by the courts
as to the finality of the decisions of special tribunals in cases within
their jurisdiction is founded on law, reason, and necessity; and no
greater necessity has ever arisen in the history of the Government for
its application in order to properly execute the laws, expedite public
business, and do justice to thousands of people than the present time
and under the circumstances which call forth this discussion.
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ASSESSMENT OF DUTY ON TOBACCO AT WITHDRAWAL.

Committee on Ways and Means,
Wedm^day, Ma/rch 7, 1900.

The Committee on Ways and Means this day met, Hon. Sereno E.
Payne in the chair.

The Chaieman. Gentlemen, the meeting is called this morning to

hear some gentlemen in reference to the bill (H. R. 7935) which nas
been introduced providing for the assessment of duties upon the weight
of tobacco at the time of withdrawal from the warehouse, instead of at

the time of entry into the warehouse.
Hon. J. S. Shekman (a Representative from the State of New York).

Mr. Chairman and gentlemen, as the introducer of this bill I would
like to say the National Association of Leaf Tobacco Importers is

represented here by a large number of gentlemen and by the presi-

dent of the association, Mr. John R. i oung, of Philadelphia, who
would like to address the committee for a brief period if you will

grant him that privilege.

STATEMENT OF MR. JOHN R. YOUNG, OF PHILADELPHIA, PRESI-

DENT OF THE CIGAR LEAF TOBACCO BOARD OF TRADE OF THE
UNITED STATES.

Mk. Chaikman and Gentlemen of the Wats and Means Com-
mittee: It sometimes happens that in the preparation of a revenue
or tariff bill that the omission of a word, or the substitution of

one word for another, seriously affects the interests of certain indus-

tries should such revenue or tariff bUl become law, and it is for the

express purpose of calling your honorable committee's attention to

such an instance that we are by your consent here to-day.

The bill now before your honorable committee is House bill 7935,

"Providing for the payment of duties on imported tobacco on its

weights at the date of withdrawal from bonded warehouses." The
necessity for its introduction is to correct an injustice done the tobacco

and cigar industry of the United States by the substitution of one word
for another in the act of July 24, 1897, which reads as follows:

That when duties are baaed upon the weight of merchandise deposited in any
public or private bonded warehouse, said duties shall be levied and collected upon
the weight of such merchandise at the time of its entry.

Previous to the passage of this act, duties had been levied in accord-

ance with section 50 of the act of October 1, 1890, which was as foUows:

That when duties are based upon the weight of merchandise deposited in any pub-

lic or private bonded warehouse, said duties shall be levied and collected upon the

weight of such merchandise at the time of its withdrawal.

5
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You will note that the only difference in the wording of the two

sections is in the substitution of the word "entry" in the act of 1897

for the word "withdrawal," which was in the act of 1890, and this

substitution of one word for another has seriously affected the tobacco

and cigar, warehouse and insurance interests of the country. How
serious the effect of this has been we will now endeavor to show as

briefly as is consistent with a clear understanding of the matter.

I have the honor to represent the cigar leaf tobacco board of trade

of the United States, an organization whose membership comprises

all the importers and dealers in cigar leaf in the United States. The
report of the Commissioner of Internal Revenue shows that there are

5,472 separate firms registered as dealers in leaf tobacco; of this

number 80 per cent deal only in leaf tobacco for cigar manufacturing

purposes, and some conception of their annual business can be seen

when you consider that they furnish the leaf tobacco consumed by the

manufacturers of cigars, who nmnber, as shown by the report of the

Commissioner of Internal Revenue, 30,856, who in turn make and seU

annually 5,000,000,000 cigars, and who require for this 100,000,000

pounds of raw material. I simply use these figures to show the mag-
nitude of this industry, but this can be more clearly shown by the

fact that the internal-revenue tax paid the Government on this num-
ber of cigars is 118,000,000, which, together with the duties paid

through tiie customs department of $11,807,712.90, and special taxes

paid by cigar manufacturers and leaf-tobacco dealers of $397,747.47,

make a total annual revenue to the Government of $30,205,460.37.

I submit that an industry which pays to the Government this amount
of money annually deserves some little consideration, especially when
what they ask for is simply a just and equitable system of assessing

the duties on imported leaf tobacco.

Of the 100,000,000 pounds of leaf tobacco used this year in the man-
ufacture of cigars, over 15,000,000 pounds are imported, audit is this

tobacco which is affected b}' the word substitution already mentioned.
Previous to the passage of the act of July 24, 1897, duties were col-

lected on the weight of leaf tobacco at the time of its withdrawal for

consumption.
Under the present law duties are paid on weight ascertained at time

of entry, all goods being weighed, by United States weighers on the
dock when the goods are discharged from the vessel.

Importers of leaf tobacco are compelled to make their purchases in

the foreign market for a long period in advance of their needs, by
reason of competition of other nations for the product, and at a time
when the tobacco contains the maximum amount of moisture.

Previous to the passage of the act of July 24, 1897, it was the cus-

tom of the trade to ship their purchases immediately to the United
States, and deposit same upon arrival in the bonded warehouses of
this country; but owing to the present law the goods must now be
allowed to remain in foreign warehouses until most of the natural
moisture has been eliminated, or until the goods are actually needed
for consumption. The reason for this is apparent when the suscepti-
bility to shrinkage in weight of this commodity is considered, and it

must be plain to you that the extra revenue derived by the Govern-
ment from the enforcement of the present law is very smaU and
should not be considered when it is shown to what inconvenience and
expense the importers are compelled to submit by reason of having
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their merchandise, which has been bought and paid for, remain for a
long- time in the hands of foreigners, which is undoubtedly a great
financial risk, as the custodians of the merchandise are not amenable
to the laws of the United States.

Another reason, and one which must be obvious to you, is the serious
damage to the importer in not having his goods at hand for examina-
tion by prospective purchasers, and to the small cigar manufacturers
by reason of the smaller quantity in warehouse from which to make
his selection.

The large manufacturer who imports direct is also hampered in his
business, for tobacco is constantly changing in character; and by reason
of his goods being away from his care and attention they may become
almost useless to him, which would not be the case were they near at

hand for use at the proper time.

The damage to the importer and to the manufacturer is not by any
means the only loss suffered through this ill-advised provision, for the
indirect effect is a loss to the bankers, the insurance companies, and
to the warehousemen of the country, and to an extent which is surpris-

ing. Before the act of Julj'^ 24, 1897, was passed there was constantly
in this country a reserve stock of at least one year's supply on hand.
This was warehoused, insured, and used as collateral on which to bor-
row money, but nearh' all this is to-day done abroad.
Leaf tobacco imported into the United States is in the hold of the

vessel from three to twenty days, and during the voyage it will take
up moisture enough to increase the weight considerably when it is

landed on the docks here, at which place the weight for the assessment
of duty is ascertained. From the dock the goods are transferred to

bonded warehouses, and in a very short time there will be a loss in

weight of at least the amount gained en route. If these same goods
remain in bonded warehouses any length of time, in addition to this

loss, there will occur a further loss of weight from natural causes.

This is the fact as regards goods landed at New York and immediately
transferred to bonded warehouses there.

The great bulk of leaf tobacco inported into the United States is

landed at New York City, but a large proportion of it is either imme-
diately or shortly afterwards shipped in bond to other points of the

United States, yet these goods are weighed in New York, and duties

assessed on the weight ascertained there; therefore, you can readily

see how unjust this is to the dealers located at a distance from the sea-

board, for in every case the goods will weigh less when received at the

bonded warehouses in the inland cities than the weight assessed at the

time of the arrival of the goods at New York.
The tariff is imposed on a dual basis, viz, as a revenue producer and

as a protector of domestic products or industries. As to the revenue

it is surely only just that the collection should not be made until the

goods are about to be withdrawn for consumption, and only upon the

weight of such goods at that time. This also covers the protective

features, for imported goods only enter into competition with domes-

tic products when they appear in the market duty paid, or, in other

words, when ready to go into consumption.

The actual weight at the time of going into consumption is the only

weight which should be recognized, for if 1,000 pounds of tobacco were

imported and if at the time of withdrawal natural shrinkage had reduced

this weight to 950 pounds only the latter quantity would go into con-
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sumptionandnotthel,OOOpoundsasimported. Why,then, should duty
be imposed upon that which does not exist?

We desire also to call your attention to the customs laws of other

countries, especially those of England, where duties on leaf tobacco are

assessed after a certain percentage of moisture has been deducted from
actual weight when imported.

It may be asked why these facts were not presented before the act

of 1897 became a law. My answer to that is that the word " entry"
was substituted for the woid "withdrawal" when the bill was before
the conference committee of the Senate and House of Representatives,

and it becoming law almost immediately after being reported to Con-
gress, we had no opportunity for protesting, which surely would have
been done had the knowledge of the chance become publicly known.
Mr. RicHAEDSON. The conferees changed it?

Mr. YoTTNG. Yes, sir.

Mr. Russell. They changed the tariff rate also ?

Mr. Young. Yes, sir.

Mr. Dalzell. What difference would the passage of this bill make
in the revenues?
Mr. Young. Not any material difference.

Mr. MoClellan. What is the percentage of the shrinkage ?

Mr. Young. For tobacco it depends entirely upon the condition of
the tobacco when it is imported and where it is stored.

Mr. McClellan. This shrinkage of the moisture you describe as

having been taken up on the sea voyage, what would that be ?

Mr. Young. Say a pound or 2 pounds to the bale. With the duty
at $1.86 you can figure that out.

Mr. Russell, flow much will a bale weigh?
Mr. Young. One hundred and sixty to one hundred and seventy

Sumatra, and Habana 120 to 140. That will be lost almost immediately
after being placed in the bonded warehouse.
Mr. Russell. About three-fourths of 1 percent?
Mr. Young. Yes, sir; and if the tobacco remains in for a long time

it continues to shrink.

Mr. Young (continuing). In view of the grave hardships which the
enforcement of the present law works upon the importer and upon the
manufacturer, as well as the heavy losses experienced by warehouse-
men, bankers, and insurance companies, we respectfully submit that
the slight advantage gained by the Government is but a trifling offset
to the injustice and loss entailed by the present system.
The above facts were all recognized by the framers of the act of

1890, and it was for the purpose of correcting what was then acknowl-
edged to be an injustice and a hindrance to the trade in many ways
that the law was then changed and duties assessed on the withdrawal
weight instead of the weight when received, and we simply ask that
these facts be considered now.

In conclusion, I desire to say that, having been in correspondence
with the majority of the dealers and manufacturers of the country, I
know and have positive evidence that there is not one of the thousands
interested in this industry who in any way object to the proposed
change, but, on the contrary, it is the unanimous voice of all that this
bill should pass, and that there can be no reasonable objection to it
from any source. Therefore we ask that your honorable committee
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make favorable report to the House of Representatives and urge upon
the members of that body immediate action.

The Chairman. The provision that was put in by the conference
committee was not simply a change of the word, but this proviso also:

Provided : That when duties are based upon the weight of merchandise deposited
in any pubUc or private bonded warehouse such duties shall be levied and collected
on the weight of such merchandise at the time of its entry.

That was the provision that was put in the bill.

Mr. Young.
.
That provision was also in the administrative portion

of the McKinley bill with the exception of one word.
Mr. RiCHAEDSON. And the Wilson bill

Mr. Young. Made no change whatever.
The Chairman. I understand the change was made in regard to the

words "entry" and "withdrawal" in the McKinley act of 1890?
Mr. Young. Yes, sir.

The Chairman. I remember very distinctly when this change was
made in the conference committee it was represented by the United
States oflScials that the duty had been provocative of very great frauds
on the revenue; that tobacco not only shrank in weighing in drying
out, but it shrunk from some other reasons and it was charged that

tobacco, sugar, and some other commodities disappeared from the

bonded warehouse, and when they came to weigh out there was a

great shrinkage. That was the charge made by the United States

officials and the reason the change was made back to the old law prior

to 1890.

Mr. Richardson. I understood him to say it does not make a mate-
rial diflFerence with the Government in receipt of revenues ?

Mr. Young. No, sir; very little.

Mr. Richardson. If you gentlemen do not think you pay any addi-

tional amount, what is the complaint?

Mr. Young. We do have to pay if we bring our tobacco here as we
have in the past, but now we have got to leave it on the other side.

Mr. McClellan You have to warehouse abroad?

Mr. Young. We have got to warehouse abroad. We can not bring it

until after that moisture has shrunk.

Mr. Richardson. I was trying to get where the result falls. If the

Government would not lose revenues, how do you account for the fact

that you pay additional revenues ?

Mr. Young. I tried to make that clear.

Mr. Richardson. I did not catch it.

Mr. Young. In consequence of this law we allow our goods to

remain abroad until after the moisture has been almost all eliminated,

or until we are compelled to bring it in for consumption. In answer

to Mr. Payne's remarks regarding the frauds upon the Govarnment,

I need only say in regard to that that these goods are in the custody

of the United States Government. Their officers are responsible for

any frauds. All of the United States bonded warehouses have United

States storekeepers.

The Chairman. We are responsible for tying them up so they can

not commit any fraud, if we can.

Mr. Young. There may have been such cases; I do not deny there

have been; but it is not right that an honorable body of merchants

like we think we are should be compelled to suffer for the guilt of one
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or two people. Now, it can not be stated that that is the rule; that is

the exception, and, sir, I submit that that is the same in regard to

everything. In every walk of life there are men everywhere, even
in Congress there are some whose characters have been smirched, but
is that any reason why
The Chairman. Everywhere excepting Congress.
Mr. Young. Thank you; 1 will amend that by saying everywhere

excepting Congress you will find such men, and it is not right that

this industry should sufi'er by reason of that.

The Chairman. Right there, the honest importers are just as much
entitled to protection from the dishonest ones as the Government is.

Mr. Young. Precisely.

The Chairman. If there is any way by which Congress could pro-

tect them because it is proper, just, and right that the customs duties

should be collected from everybody who imports, and give the honest
man a chance.

Mr. Young.. There is such a way, Mr. Chairman. We simply ask
that this matter be referred to the Secretary of the Treasury and what-
ever regulations he makes we will submit to them; we are perfectly

satisfied to accept any regulations which the Secretary may make to

prevent frauds upon the Government.
The Chairman. They seemed to have failed between 1890 and 1897,

according to the reports of the officers.

Mr. Young. I think that has been exaggerated.
The Chairman. Well, I do not know anything about the facts; I

am only stating what —
Mr. Young. There have been such cases just the same as any other

industry; it is exactly the same thing.

The Chairman. This is applied to all products that come in here
under the pound rate?

Mr. Young. Yes, sir.

Mr. Richardson. I would like, if you are familiar, to have you
state the difference in principle in what you ask here and the loss in
the evaporation of spirits. Where is the difference?
Mr. Young. There is no difference in the principle; the principle is

exactly the same. The liquor men, you know what they are allowed
under the internal-revenue laws.
Mr. Richardson. I would like for you to state what that is.

Mr. Young. It is the whisky outage bill which allows for a certain
shrinkage in the gauging. They allow a certain amount of shrinkage
on that.

Mr. Newlands. Would it not be better, then, to fix the percentage
of shrinkage?
Mr. Young. We would be perfectly satisfied with that.
Mr. Newlands. What percentage would you suggest?
Mr. Young. I should say that from 3 to 5 per cent from the dock

weight will be perfectly satisfactory to us.
The Chairman. Is not 3 per cent pretty nearly the outside limit for

six months in a bonded warehouse?
Mr. Young,. In some bonded warehouses; yes, sir; in others no.
The Chairman. Is not the general shrinkage for the time 'it gen-

erally remains or did remain prior to 1897 in bonded warehouses as
low as from 1 to 8 per cent?
Mr. Young. It varies; yes, sir; but the shrinkage is controlled by
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the conditions of the bonded warehouse and the time it is there. Mr.
Schroeder suggests this on tobaccos—that if you bring tobacco here in
November or December from Habana there will be a shrinkage of at
least 10 per cent in six months; but if there is any set percentage, of
course that could be adjusted.
Mr. Newlands. A shrinkage of 10 per cent would be a total reduc-

tion of the revenues of $1,800,000?
Mr. Young. Yes, sir.

Mr. Newi.ands. And a shrinkage of 6 per cent would be 1900,000?
Mr. Young. Yes, sir.

Mr. Newlands. And 3 per cent would be about 1500,000?
Mr. Young. Yes, sir.

Mr. Newlands. Now, as I understand it, this duty which is imposed
on the weighing of tobacco at the date of the entry is the general rule
that applies to all merchandise ?

Mr. Young. Yes, sir.

Mr. Ne^vlands. You ask for an exception only in the case of
tobacco i

]Mr. Young. Yes, sir; for this reason.
Mr. Newlands. Will not that present an embarrassing question

with reference to other merchandise, then ?

Mr. Young. Of course, that we can not answer, except to say this:

The rate of duty upon tobacco is so much higher proportionately than
it is on any other merchandise imported
Mr. Russell. Under the law of 1890 on wrapper tobacco j^ou paid

$2 a pound, assessed on the weight when it was withdrawn for
consumption ?

]Vlr. Young. Yes, sir.

"Sir. Russell. Under the present law you pay on wrapper tobacco
fl.85, assessed on the weight when it is entered?
Mr. Young. Yes, sir.

jNIr. Russell. Now, for a moment looking at the protective fea-

tures, what do you say as to the difference to the importer between
these two rates ? In other words, would you rather pay to-day $2 a
pound on the wrapper tobacco assessed on the weight at the withdrawal,
or would you rather pay 11.85 on wrapper tobacco assessed on the
weight at the date of entrj^ ?

Mr. Young. We prefer to pay |2 a pound on the withdrawal. We
do not want to pay duty on water, and that is what we object to ; and
I wish to emphasize the Other objection which I have tried to present
here, as well as I can, and that is the fact that we can not bring our goods
here under the present law without submitting to this tremendous
shrinkage which will occur on new tobaccos and which we can not
prevent.

]VIr. Russell. Would you join with the tobacco farmer in favoring
a f2 rate assessed on wrapper tobacco at the time of its withdrawal

—

I will ask Mr. Schroeder when he comes to testify—had you rather

pay |2 a pound on wrapper tobacco assessed at the date of the with-

drawal? Would you join with the tobacco farmer in that?

Mr. Young. I submit that is hardly a fair question to ask me.
Mr. Russell. You told me you preferred it.

Mr. Young. But you apply it in connection with the farmer. I

repeat what I said before, that we would prefer to pay the $2 rate and
have the duty collected on the withdrawal weighing.
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The Chaieman. Of course, you have no idea that tobacco raisers will

join in this request?
Mr. Young. I know^they do not object to it, so far as I know; I

have not heard any objection whatever. Their representative in

Washington, I know, favors it.

The Chairman. Did you state that the importations of tobacco were
15,000,000 pounds a year?
Mr. Young. Yes, sir.

The Chairman. I think you have got that rather high. Last year
it was 11,000,000 pounds, including manufactured tobacco, and the year
before 9,500,000 pounds.
Mr. Young. I have the statistics, if my statistics are correct. My

figures are that there were withdrawn for consumption during the
year 1899—this is not the fiscal year, but the calendar year, from Jan-
uary 1 to December 31, 1899—4,354,814 pounds of wrapper tobacco.
The Chairman. These statistics relate to the fiscal year ending

June 30.

Mr. Young. This is the calendar year. The importations have been
larger since the trouble has been settled in Cuba, .and the filler was
10,718,020, so the total number of pounds withdrawn for consumption
was 15,172,834.
The Chairman. These figures are for withdrawals for consumption

up to June 30, 1898, 9,484,000, and June 30, 1899, 10,974,000 pounds.
That included manufactured tobacco, cigars, and cigarettes.

Mr. Young. I simply took the withdrawal of leaf tobacco—leaf and
filler. It is about 15 per cent of the total right straight through under
the present conditions.

Mr. Cooper. Do you know the difference in the weight on that
tobacco at the point of shipment and what it was at the point of
delivery ?

Mr. Young. Yes, sir; every time; the consular invoices show that.
Mr. Cooper. Out of that 15,000,000 pounds do you know what was

the weight at the point of shipment?
Mr. Young. I can not tell you now; I have not the statistics.
Mr. Cooper. What is the average difference between the weight of

the tobacco at the point of shipment and of delivery?
Mr. Young. From 1 to 2 pounds per bale.
Mr. Sherman. I would like, Mr. Chairman, a short period for a

hearing by Mr. Gunby, who is the counsel of the association.
The Chairman. We will hear anyone who desires to be heard.
Mr. Young. I hold in my hand a petition signed by manufacturers

all over the United States, each package representing, a State.

STATEMENT OF MR. E. E.. GUNBY.

Mr. Chairman and Gentlemen of the Committee: It would seem
to be unnecessary that I should make any extended statement after
the very full one made by the president of the Importers' Association
of Cigar Leaf. I have the honor to represent, however, and have
for a good many years had the pleasure of appearing before this com-
mittee on various questions, the manufacturers of the United States
that is, the United States Cigar Manufacturers' Association—and at
their request, as well as of the gentleman who has preceded me, I am
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here to make a short statement, and to make it as brief as possible, in
reference to this matter. In the first place, I desire to say that the
question at issue is purely administrative in character. It does not
affect, and we are not here objecting to, the rate of duty on tobacco.
Congress has passed upon the rate of duty and put it at $1.85 per
pound, which we are willing to pay and do pay on wrapper, and 35
cents, which we are do pay and willing to pay for filler.

The question we desire to call attention to especially is that every
man who imports tobacco, whether he imports it to sell to the manu-
facturer or whether he manufactures, which in many instances is the
fact, he imports purely depending upon the size of the business; and
he is compelled to buy tobacco in the markets of the world, in Habana
or Amsterdam, whether Sumatra or Habana tobacco, at such terms and
at such price as will justify him in purchasing it. It is essential that
he buy it at the best price and at the best time he can buy to best
advantage, and it is desirable that he be permitted to bring that
tobacco here and store it in our own warehouses. The bonded-ware-
house system is not a pi-ivilege only; it is a business necessity.
The business of the United States has grown to such a proportion

that every man who deals in raw materials goes into the markets of
the world and buys the raw material at the best price and at such times
as he can buy at the best price, and not only for his own benefit,

but for the benefit of the Government because the revenues derived
from that is very large and is increasing by the bonded-warehouse
sj'stem. He is permitted to bring into the United States and store it

here, paying the duties on it when he withdraws it, thus not only hav-
ing the benefit of the markets abroad, where he buys it when he pleases
to the best advantage, but having a further advantage of bringing the
material, whether tobacco or anything else, and storing it under the
custody of his own people and subject to be examined in a business
way and used when it can be used and sold to the best advantage.
We can not call anything a privilege which results in largely increas-

ing the revenues, which is essential to the proper carrying on of a
great many pursuits. Pi'ior to this provision of the so-called Dingley
bill we were permitted to go into the markets of Habana or Amsterdam
and buy tobacco at such price as we deemed it was proper to buy it,

whether it was new or old, whether it was green or ripe, whether it

was dry or wet, because if we saw a crop of tobacco which we deemed
in our business judgment to be of a proper price we bought, and even
if it had been packed four days, we brought it in the United States and
put it under the custody of the American oificials. We paid our
storage here and we paid our insurance here and we borrowed our
money on' it here. It was a commel'cial commodity, purely under
American control and used here.

We did it, and could afford to do it, because no matter whether the

tobacco was in a condition when we bought to shrink 10 per cent or

10 pounds or 3 per cent or 3 pounds, taking 100 pounds to the bale,

we were sure when we withdrew it from the warehouse and paid duty
and it went in comsumption, we only paid duty upon that which actu-

stlly existed. That was the law prior to the change which has been

denoted and called attention to the Dingley bill. Now, when the

Dingley bill was passed, it resulted in this way, and I speak from
actual knowledge.

I am not making a statement of a thing, if I know it, which is not
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accurate and correct. The very first thing the larger importers and
the larger manufacturers (who, by the way, are the larger importers

because the larger manufacturers to-day do not buy from dealers; it

is only the small people who buy from the dealers—people who have
not foreign connections, people who have not foreign bankers and
have not foreign relations—they are the people who are hurt), but my
clients, the manufacturers, find themselves in this position. They
could not go into Cuba and Sumatra, they could not go to Amsterdam
and buy 1,000 bales of tobacco in its green state and bring it to the

United States. What was the result? Not to increase the revenues of

the Government, because we simpl}"^ said that this tobacco has got to

be cured before it is used; it has got to be dried out; it is in the green
state, and we will not import it until it is ready to use, and instead of

having our own bonded warehouses here chock full of tobacco up to

the top, waiting until we desired to use it, we find the warehouses cor-

respondingly empty. I do not mean entirely empty, because we have
got to bring tobacco in, but we find they were to a large extent empty,
and this tobacco stored away until the natural conditions of the tobacco
are such it is absolutely ready for use. Now, why should this tobacco
be stored abroad when, under liberal provisions, which are merely just,

it might be stored in this country ?

There is another reason against it, which is even greater than the
interest of revenue; and just here I desire to say that the question of
revenue is not so material to the Government, for this reason: A large
proportion of this tobacco, always in the green state, is stored abroad
until this evaporation has taken place, and the Government gets no
benefit from it and the importer and owner is simply in his business
compelled to take a sample here and there and bring it in as it is used;
and if the Government gets no benefit and the merchant is interfered
with in the transaction of his daily business why should this commit-
tee insist upon a provision which does not result in increasing the
revenue to any great extent?

I admit that the smaller people, the people who have no foreign
connections, bring their tobacco and pay their duty on it, but that is

no reason why you should compel us to do it. We should be enabled
to store it, and store it here, and have it cured properly and take it

when the conditions warrant it. In addition to that I say I do know
something about the reasons for the passage of this act. Your chair-
man has stated them, and also Mr. Young. As a matter of fact, it is

true that the only reason why this clause was inserted in the act which
put these duties upon the entry weight was that two or three special
agents of the Treasury Department made an inspection, and tobacco,
being a large revenue-producing article, has always been the subject of
special care of special agents, who havebeen busy on it since I haveknown
anything about it, and they found—I will be perfectly frank, because it
is a fact—they found that under the old system on the reweighing of
the tobacco (I think they exaggerated it) it occurred that the people
would go into the bonded warehouse and take out samples—apoundof
tobacco, for instance.

The warehouse keepers—these are Government oflScials—were care-
less about making a notation of it, and when they reweighed upon the
withdrawal of the tobacco they not only lost the natural shrinkao-e of
the tobacco, but lost, in addition to that, that weight on tobacco which
had been withdrawn for samples and had not been noted upon the bond
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and that was the only reason; I assure j'ou gentlemen that is the only
report that was ever made to the Secretary of the Treasury with ref-
erence to this matter. It was not considered, except that this method
of treatment of reweighin^ of tobacco not only resulted in actual, but
you might call it an artificial, loss where the employees and the owners
of tobacco were permitted to take out samples and no notation was
made, no account kept, of its withdrawal; consequently when it was
reweighed that tobacco never paid any duty.
You can readily see that must have been very much exaggerated, and

even if it was not I would say simply this: That if this committee will
refer this matter, that if there is any doubt of the justice of our con-
tention—there is nobody opposed to it unless it comes as a Treasury
regulation opposition—if you gentlemen think that we are wrong now
we siinply ask you to take this bill just as it stands and refer it again
to the Secretary of the Treasury. Now, it has been tried, and I merely
say to you that if the Secretary of the Treasury is opposed to this
matter and says it will result in fraud upon the revenues we have not
the slightest hope of passing the bill.

It is no use to say to you that you will not pass a bill purely admin-
istrative in its character if the Secretary of the Treasury and the
inspection ofiicials say it is not in the interests of the Government
service to do it, so it is certainly not too much to ask, after three years'
trial, you ask the Secretary of the Treasury (we have not asked him)
whether or not the benefits of this bill in the change are in his opinion
commensurate to the Government with the very great hardship upon
the importer and manufacturer. If the Secretary of the Treasury says
to you or your chairman that our contention is wrong and that the
experience of three years shows him that the bill ought to be continued
as it is now, why we have not got a single hope of passing it, and it is

certainly not asking too much of you to do this.

Now, in conclusion, I want to say that the bonded-warehouse system
is not an expense to the Government. There are many people who, no
doubt'—gentlemen of the Ways and Means Committee understand it

—

there are many people who think the Government owns the warehouses.
The additional reweighing, the additional work, the additional handling
of this tobacco when it is withdrawn by reweighing, every dollar of

the expense falls on us, and we are willing to pay it. It does not cost

the Government anything, because for every bit of tobacco which goes
into the warehouse the owner pays every expense; it does not cost the

Government a cent. In addition to that, we want to say that the rea-

sons why we come before your committee to-day are these—and they
are very pertinent, and ought to be stated to you—that we have a con-

dition existing on the island of Cuba that has never existed on the

island before.

We pay the government $12,000,000, and want to pay it, on imported
tobacco. The island of Cuba has been stripped of tobacco; absolutely

there is none there. We are going to have a new crop of three or four

hundred thousand bales, and we have got to go there and bid with the

markets of the world in the purchase of that tobacco. Heretofore we
have been able to buy tobacco of from two, three, or four years old;

they are designated as crops. Now we have got to buj^ in this year's

crop or not have the Habana tobacco. We have got to buy it when it

is green and new. The question is, shall we have to pay duty on it,

upon the weight of it when we buy there, or will we be permitted to
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store it hei'e and have the simple advantage of paying only for what
goes into consumption. Remember we nave to compete with the

markets of the world in buying that.

Mr. Geosvenok. Why not buy it in Cuba and store it yourself
before importing it?

Mr. GuNBY. That is exactly what we are contending; that we want
to prevent that.

Mr. Geosvenor. In a bonded warehouse?
Mr. Gtjnby. Then we have to pay duty when it comes in, and it is

the policy of the Government to aid the importer in every possible

way to buy his raw material, whether tobacco or other material, in the
markets of the world to the best advantage, and store it here and pay
the dutjr on it when it is withdrawn. Why should we not have the
same privilege that everybody else has to buy our raw materials
Mr. Grosvenoe. I am not answering; I am only asking you the

question.

Mr. GuNBY. My answer is, that is preciselj^ what we want to do.

We want to bring it and put it in the bonded warehouses, and to pay
the duty on its weight when it is withdrawn, not to pay duty on the
green crop, not to pay duty on the water, but simply to account for
the tobacco that goes into actual consumption. This was the law for
eight years
Mr. Newlands. Your claim is by storing it here our American

warehouses get the benefit of the storage and the insurance companies,
etc., also get the benefit?

Mr. GuNBY. Undoubtedly. In other words, we, by the means of
this little amendment on this bill, are permitted to have the custody
and control of the goods, and can handle them here, examine them here,
show them here, sell them here, and deliver them as people want them;
otherwise we are compelled—there is nothing to conceal from j'^ou,

gentlemen—if you take a bale of tobacco that weighs 120 pounds, and
it is two years old when you buy it in Cuba, and bring it to this coun-
try, you will not lose over 2 per cent, merely the moisture that accumu-
lates in corning here, but if you buy a bale of tobacco to-day, packed
last week, it may lose 10 per cent.

The Chairman. That is, if you cure it in a bonded warehouse in this
country ?

Mr. GuNBY. If it is stored here and finishes its curing process. It
has to be cured to a certain extent, because—

—

The Chairman. It is generally cured there?
Mr. GuNBY. It is cured there. When I speak of the loss of weight

from natural causes I do not mean to say we want to bring tobacco in
in an uncured state, but it is practically in a green state,

Mr. Newlands. When this rule for weighing was adopted—in 1897
I believe—was the duty reduced?

'

Mr. GuNBY. The duty on tobacco?
Mr. Newlands. Yes.
Mr. GuNBY. Not materially, I think.
Mr. Newlands. How much ?

Mr. GuNBY. It is utterly impossible to state that, sir, for this
reason
The Chairman. It was reduced in conference 15 cents a pound.
Mr. GuNBY. The duty on tobacco; it was increased from $1.50 to
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$1.85. It was f1.50 under the Wilson bill and $2 under the McKinlej'
biU, and it was reduced to $1.85 under the Dingley bill.

The Chairman. As the Dingley bill passed the House it fixed it at |2.

Mr. GuNBY. And the conference committee put it at $1.85.

Now, with reference to the duty, we are not complaining of the

duty. We did not complain of the duty at $2 a pound. Lots of people
wanted a uniform duty, and others wanted a higher rate on wrapper
The Chairman. You did not all complain of the duty ?

Mr. GuNBY. I say we are not now complaining of the duty.
The Chairman. But at the time it was fixed?

Mr. Gunby. There was nobody- but who wanted a duty to their best

interests. I have never seen anybody who did not want that.

Mr. Newlands. Would you complain if the duty was increased to

$2 and j^our rule of weighing adopted?
Mr. Gunby. Not at all. The duty at first was $2. I want to

impress upon you, gentlemen, that this is a practical question, as a

matter of fact, and me only reason for the imposition of this phrase,

or rather this word, in the bill, "withdrawal" instead of "entry,"
was the complaint of some special agents that the bonded warehouse
accounts were not properly kept, and that there was some stealing

from tiie bonded warehouses.
The Chairman. Right there, the Dingley bill, with this clause in it,

restored the law as it was prior to 1890, did it not?

Mr. Gunby. Yes, sir.

The Chairman. And the change was made from 1890 to 1897, for

seven years?
Mr. Gunby. Yes, sir.

The Chairman. Now, is it not a fact, the change was made in 1890

largely on the complaint of the warehousemen on account of the tobacco

frauds ?

Mr. Gunby. I do not think so. There is a committee here repre-

senting them to-day.

The Chairman. My i-ecoUection is that the burden of complaint

came from the warehousemen.
Mr. Gunby. They are complaining to-day, naturally, because they do

not like it to be stored abroad, but would like to see it come here.

The Chairman. Their complaints have not reached this committee

to a very large extent so far.

Mr. Gunby. They are here to-day. The National Warehousemen's

Association are here being represented to-day, and, Mr. Chairman, I

want to say
The Chairman. I have simply received a good many letters from

Mr. Gunby (continuing). That prior to 1890 tobacco only paid at

the outside 75 cents a pound duty; and very little of it, not 5 per cent,

paid but 35 per cent. Prior to 1890 the Sumatra tobacco imported

was practically unknown and your New England tobacco association

and growers of tobacco in Wisconsin, Connecticut, New York, and

Pennsylvania had made no complaints here. The result of the

so-called McKinley bill was to increase the duty on wrapper tobacco

from 75 cents a pound up to $2 a pound, but a statement was con-

tained in that bill that any bale containing a portion of wrapper should

pay wrapper duty, and it resulted in that every pound of Sumatra

tobacco that came into this country from then until now, every pound

of it, has paid the high rate of $1.85 and $2

tob——

2
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The Chairman. It ought to. It is onl3'' put in for wrappers.

Mr. GuNBY. We do not deny that, but 1 say it is a verj^ small con-

cession then and it is a very small concession now, where a commodity
is increased in its duty from 35 cents to |2 or $1.85, that we should

only be compelled to pay on the material which actually goes into con-

sumption. It is purely a question of right ; there is nobody opposed
unless it is the Treasury officials, and if you gentlemen think the

Treasury is opposed to it refer it to them and see if they are, and if

they are we can not pass it. It certainly can do no hami to try it.

Mr. Geosvenok. Is there anything connected with the tobacco trade

which takes it out of the ordinary operation of the same laws which
affect sugar and a hundred other items ?

Mr. GuNBY. Yes, sir; and I will say the reason this bill has been
framed referring only to tobacco, if you will look into the reports for
the past seven years and investigate the matter of the Treasury Depart-
ment, if you please, get your information, you will find that this law
affects tobacco 90 per centmore than it has affected any other commodity,
and it was put there for that purpose.
Mr. Russell. How did it affect it?

Mr. GuNBY. In this. That there are few commodities, if any, in the
seven years when you had your returns that were reweighed at all

because they did not lose anything.
Mr. Geosvenor. Do you know what the shrinkage on raw sugar is ?

Mr. GuNBY. I do not; but I am informed that it is very slight; not
10, per cent of it was reweighed; that it was usually taken out at the
entry weight.
The Chaieman. My recollection is that there was as much complaint

about sugar as there was about tobacco three years ago; that is my
recollection of it.

Mr. Geosvenoe. Would you not naturally think that sugar would
shrink a larger per cent than the dry leaf of the tobacco ?

Mr. Gunby. On the contrary, there is nothing that shows the same
shrinkage from natural causes as a bale of tobacco packed out of the
field.

Mr. Russell. That is, before it is cured?
Mr. GuNBY. No; I beg your pardon. The tobacco is packed in the

fields in Cuba as soon as it is cured, but packed very green and verj^
moist, but if you bring it here and leave it in the warehouse three
months' time it reduces in weight from 5 to 10 pounds per bale.
Mr. Geosvenoe. Tobacco and all commodities of that character it

occurs to me, takes moisture rapidty when it is exposed to moisture ?

Mr. Gunby. Yes, sir.

Mr. Geosvenoe. I worked a good many years right in the district
from the planting of the plant clear up, and I know we could not handle
the tobacco, could not take the tobacco out of the house, and handle it
until we exposed it to some damp weather.
Mr. Gunby. And it is so yet; before it is manufactured it has to be

wet again and made flexible.

Mr. Geosvenoe. That shows to me the original green moisture of
the tobacco goes rapidly and absolutely out of the plant.
Mr. Gunby. That is exactly what we claim. We claim when packed

green and put in the warehouse it cures there very rapidly. If you
will permit me I will say this

Mr. Grosvenoe. I am not taking sides with this at all
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Mr. GuNBY. I will say this, that if we had not lost by this process,
if we were not interfered with by these things, we would not be here
asking for a change. The simple fact that we are here asking for the
passage of this bill is evidence that it shrinks after it gets here, and
we are here to try and remedy the thing in question.
Mr. Dalzell. Can you tell us, approximately, the difference in reve-

nues which will be occasioned by the passage of this bill ?

Mr. GuNBY. 1 will give my views; that is all I can possibly give
you, my individual views. A large proportion of this tobacco
which would otherwise come into the United States is now stored
abroad and kept there until fully cured, and only brought in to meet
the consumption of the country ; but if the bill is passed as we ask it,,

I do not believe, personally—and I am speaking for these gentlemen
who are experts in the tobacco business, I onlj' represent them and
get my information from them—I do not believe it will make a differ-
ence to the Government of $100,000 a year. We pay $12,000,000, and
in addition we have to offset that $100,000, two propositions : First,
it is not right, it is not fair to as, it does not give us control of our
tobacco; and, secondly, the injury done to the trade all over this coun-
try, it has an enormous sentiment in its favor, is far in excess of five

times that in the handling of our tobacco. I may be understating
it, but I do not believe it will make a difference in the revenues of
$100,000 a year. The condition now is that it is stored abroad and we
want to store it here.

Mr. Dalzeix. Do you think it would increase the importations of
tobacco and, consequently, the revenues?
Mr. GuNBY. No, sir; we do not claim that it would increase it.

Mr. Dalzell. I did not ask whether you claimed it, I simply asked
you do you know whether it is a fact?

Mr. Gtjnby. We do not claim that it would increase the revenues^
because we have to buy and store it abroad; but if it does not increase
the revenues there is this other side of the question, that we are
deprived in order to evade this shrinkage and obliged to store our
tobacco abroad and bring it in at different times.

Mr. Hopkins. It resolves itself into the question simply of conven-
ience to gentlemen engaged in the trade?

Mr. GuNBY. Without corresponding benefit to the Government, that

is the most important thing and you have got right down to it.

Mr. Russell. If you had the privilege of bringing in tobacco under
the proposition of this bill and keeping it in bond here as long as you
desired, paying duty on the weight when you withdrew it for consump-
tion, have you any idea that that might some time be kept there so
long as to affect the price of the American-grown tobacco ?

Mr. GuNBY. I do not think so, sir.

Mr. Russell. You know that thing has happened ?

Mr. GuNBY. I do not think so. Congress nas extended the limit

for the storage from one year to three years, but this matter which we
speak of is not a question of revenue with us at all. We pay the reve-

nues anyhow—we pay the duty on it. It is the question of handling

our tobacco in such a Way as to get the best results out of it.

Mr. RusselIj. I am asking j'ou if you thought it possible by keep-

ing the tobacco in bond so long it would have an effect upon the price

of the American product?

Mr. GuNBY. I will answer in a moment, and that is this: Leaving
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tobacco out of the question, every kind of raw material is bought and

put into a bonded warehouse and sold when the man who owns it can

do so at best advantage, without regard to anybody else's interest. If

he can buy it at 60 cents a pound, and the tobacco goes to 85 cents, he
is in great luck; but if he biiys it at 60 cents, and it goes to 45 cents,

he is in hard luck. He is simply taking the market at its best. But
I do not consider the question of the warehouse cuts any figure; he
has got to store it abroad now. We do not go and buy it as we need
it; we buy 3,000 bales of tobacco and store it in foreign warehouses,
and cable for 20 bales at a time instead of 1,000; that is the difference.

We have to store it over there, and we claim it ought to be stored

here.

Mr. Sherman. The Warehousemen's Association would be glad to

be heard now, and I take pleasure in introducing Mr. Godley, of

Philadelphia.

STATEMENT OF MR. PHILIP T. GODLEY, OF PHILADELPHIA, REP-
RESENTING THE AMERICAN WAREHOUSEMEN'S ASSOCIATION.

Mr. Chaieman and Gentlemen of the Committee: I shall be very
brief in my remarks. Mr. Payne has referred to the absence of a
request from this committee for an amendment to the law. I do not
know the warehousemen generally to any very great extent have
brought such a request, perhaps they have been a little too modest.
As far as this effect of the law on tobacco is concerned, I can say this,

that in Philadelphia my warehouses carry and have for very many
years nine-tenths of the tobacco that has come to Philadelphia and by
a recent examination of my records for the last two years I find the
fact to be that there has been a reduction of the receipts in my
warehouses of from 50 to 60 per cent.

Mr. Butler. Within what time?
Mr. Godley. Within the last two years from 50 to 60 per cent per

annum. That means, of course, a corresponding reduction in the
amount of insurance carried here, and it means a corresponding reduc-
tion in the amount of money advanced to carry these tobaccos. ;

Mr. Russell. What character of tobacco" does that cover, both
wrapper and filler?

Mr. GoDLEi'. Yes, sir; but I am applying that now more particu-
larly to the wrapper tobacco because of the fact, of course, during the
last two years, the conditions in the island of Cuba have been such that
the Habana business has been largety eliminated, so now I am only
applying that to the wrapper tobacco.
Mr. Russell. Of course, there was a large stock of wrapper tobacco

on hand before the passage of the act of 1897, on account of the
importers anticipating a considerable increase in the duty. Did that
have any effect upon the reduced importations during the last two
years you cover ?

Mr. Godley. I did not notice it particularly during the first six
and twelve months. I presume for that reason a certain amount of
tobacco wrapper had been purchased and possibly
Mr. Russell. A very large amount.
Mr. Godley. And possibly from the old crop, but at the time of

that enactment the tobaccos had been rushed in prior to the enact
ment of the law and were duty paid.
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Mr. EussELii. Yes; but what 1 mean is immediately prior to the
enactment of the law of 1897 there was a large quantity, an unusual,
an abnormal quantity of Sumatra tobacco in this country, anticipating
the increase in the rate of duty. Now, it is hardly fair to compare
the period following that with that period.
Mr. GoDLEY. I am comparing this with a series of years. That

large quantity of tobacco which was rushed in anticipating there would
be an advancement in the duties was very little carried in the bonded
warehouses.

_
Mr. Young. I would like to sa,j in answer to the gentleman's ques-

tion that anj^way last year, the calendar year, the records of wrapper
tobacco show that there was withdrawn and duty paid on 4,354,814
pounds. There was only imported during the twelve months 4,167,520,
so there was more withdrawn than imported during the last calendar
year.

Mr. Grosvenor. Where does this tobacco largely come from?
Mr. Young. The wrapper leaf tobacco?
Mr. Grosvenoe. Yes.
Mr. YoxJNG. From the island of Sumatra.
Mr. Grosvenor. You do not deal in Puerto Rican or Cuban ?

Mr. Green. There is none coming to any extent from Puerto Rico.
Mr. GoDLEY. That statement of fact is sdl I have to say.
Mr. Sherman. Mr. Chairman, the New York Merchants' Association

would like to be heard.

STATEMENT OF ME. S. C. MEAD, REPRESENTING THE NEW YORK
MERCHANTS' ASSOCIATION.

Mr. Chairman and Gentlemen of the Committee: I have the
honor to represent the New York Merchants' Association, which, as

some of you may know, comprises some 1,400 firms of New York
in aU lines of trade. It also has a membership throughout the United
States of some 30,000 merchants, likewise in all lines af trade. About
a year ago, after consultation with the President of the United States

and at his suggestion, the Merchants' Association appointed a repre-

sentative committee of 46 members, a committee which was composed
of representatives of importers, and domestic manufacturers as well,

for the specific purpose of examining into the workings of the present

administrative act and to suggest to the President such changes as in

their judgment would produce better results than those produced under
the present act.

All the questions involved under that act were thoroughly studied

by this committee, and the report has within the past week been sub-

mitted to the President. In that investigation the committee looked
into that particular question, as well as others, and by unanimous
action these men, who represented not only the importers but likewise

the domestic manufacturers in all lines, unanimously approved this

bill which is now before you for your consideration. And of that

committee, Mr. Thomas H. Downing, not only a member of the gen-

eral committee, but of the executive committee, is here this morning
and can speak to you for the association and for the committee in

regard to the details of this particular matter, and, with your kind
permission, I will ask Mr. Downing to speak.
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REBATE OF TAX ON ALCOHOL USED IN THE
ARTS, ETC.

Committee on Wats and Means,
Tuesday, March 20, 1900.

The committee met at 10.30 o'clock a. m., Hon. Sereno E. Payne
in the chair.

The Chairman. This meeting was called especially; for a hearing in
reference to the rebate on alcohol used in the arts (H. K. 5765), as
follows

:

A BILL Eelatmg to section sixty-one of the revenue act of August twenty-eighth, eighteen hundred
and ninety-four.

. iS/'

Be it enacted hy the Senate and House of Representatives of the United States of America
in Congress assembled, That the failure of the Secretary of the Treasury to prescribe
regulations for the use of alcohol in the arts and in medicinal and other like
compounds, as required by section sixty-one of the revenue act of August t\t'enty-

eighth, eighteen hundred and ninety-four, shall not operate as a defense on the part
of the United States to any suit of a manufacturer under said act brought in any
court of the United States.

']

STATEMENT OF HON. DON M. DICKINSON,

Mr. Dickinson. Mr. Chairman and gentlemen of the committee, it is

not my purpose to go into an exhaustive and exhausting discussion of

this subject, or to discuss matters which are perfectly familiar to the
committee. In presenting our views as to House bill 5765 we shall

refer but briefly to the history of the legislation and call your atten-

tion to some of the constitutional questions involved, and then refer at

some length to statements of manufacturers as to its effect on their

business, and then to the question whether the legislation will lead to

impositions upon the Government through fraudulent claims.

It is of course the policy of the law, and has been for a great many
years in all commercial countries except the United States, to tax
alcohol in its various forms as a beverage only, and to tax it heavily.

At the same time it has been the policy of ever other commercial coun-

try to make alcohol used in the arts free. That is the policy of England,
Germany, France, Switzerland, Norway, and the Netherlands. Alco-

hol, as has been said, is the great solvent of raw material. It goes into

countless articles manufactured in the United States. There is no
article the use of which is so universal in manufactures as alcohol. It

may be said that hardly anything can be made in which alcohol is not

used to some extent. It is used for leading purposes in the manu-
5
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facture, outside of medicines and altogether outside of pharmaceu-
tical preparations, of bicycles, blacking, brass work, bronze work, cabi-

netmaking, carriages, cars, wagons, cartridges, in all metallic wares,

ammunition, celluloid, chairs, chemicals, cigars, colors, dental goods,

desks, furniture, fulminating powder, gas and electric fixtures, gilding,

granite ware, guns and pistols, hats, Jaj)an ware, machinery, photo-

graphic materials, moldings, organs, paints, paper, pianos, picture

frames, and so on almost indefinitely.

The Government of the United States has never followed the policy

of making alcohol in the arts free, although the policy of our revenue
and tariff laws has been to promote manufactures in the United States

especially for exports. Yet because of the failure to make alcohol in

the arts free and by the repeal of the act which attempted it—the act

of 1894—great manufacturers like Parke, Davis & Co. in my own
State, and others, are compelled to go to Canada, where the policy of

Europe obtains, and where there is a rebate or drawback upon alcohol

used in the arts that is exported. The American manufacturer man-
ufactures for domestic consumption in the United States, and the con-

dition by law is building up the manufacturing trade in Canada for the
expott trade, whereas America should manufacture for the export
trade. This is one of the results of our laws.

In these conditions of the law and of the history of legislation of
other countries, 1894 found a tax of 90 cents per proof gallon on alco-

hol; whether used as a beverage or in the arts—a very high tax. The
Wilson Act, cutting revenue on some other articles, as many gentle-
men remember, proceeded to increase the tax on certain articles, on
what might be called luxuries like alcohol and tobacco. Aiming at

alcohol as a beverage, in accordance with the policy of all laws on the
subject abroad andnere, the Wilson Act increased the tax on alcohol
20 cents per proof gallon, or 37 cents on a gallon of the alcohol of 188
degrees proof used in the manufactures. But to avoid the impositions
of such a tax upon American manufactures, in view of the universal
application of the use of alcohol in the arts, section 61 of the same act
was passed. It is as follows:

Sbc. 61. Any manufacturer finding it necessary to use alcohol in the arts, or in
any medicinal or other like compound, may use the same under regulations to be
prescribed by the Secretary of the Treasury, and on satisfying the collector of internal
revenue for the district wherein he resides or carries on business that he has com-
plied with such regulations and has used such alcohol therein, and exhibiting and
delivering up the stamps which show that a tax has been paid thereon, shall be
entitled to receive from the Treasury of the United States a rebate or repayment of
the tax so paid.

In view of the history of the legislation on the subject there can be
no doubt that Congress aimed to relieve the manufacturer of this great
burden, a long-continued burden, which was driving manufacturers for
export out of the country.
Now, notwithstanding this act, and notwithstanding the provisions

of our Constitution that all power as to legislation in the nature espe-
cially of tax laws is vested in the Congress of the United States, and
that the Executive has no function connected with legislation except
the veto power or the approval of an act, the Secretary of the Treas-
ury atthat time practically vetoed the act of Congress in so far as
provision was made for the payment to the manufacturer of this
rebate. At that time the reason assigned—there never j^et has been
a reason assigned, Mr. Chairman and gentlemen of the committee, by
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any executive officer that it was impracticable to provide the rules and
regulations under the law.
The Chairman. The correspondence between Secretary Carlisle and

Internal Eevenue Commissioner Miller in 1894
Mr. Dickinson. I have it before me.
The Chairman. Shows the fact that they could provide no regulation

unless it was by having under the supervision of the Government a
sort of bonded warehouse for each factory, and Mr. Carlisle so reported
to Congress in the ensuing December.

Ml-. Dickinson. No, Mr. Chairman; I have the correspondence
before me. The correspondence rests the inability to provide regula-
tions upon the want of an appropriation.
The Chairman. I say that it shows that he could devise no other

method than that, and that that would require an appropriation.
Mr. Dickinson. Yes. He did not specify a bonded warehouse, but

said that he was unable to devise rules and regulations that could be
executed. He states generally
The Chairman. Perhaps he did not say bonded warehouse in those

terms, but under the supervision of an agent of the Government.
Mr. Dickinson. That is right.

The Chairman. A similar provision to that employed in the manu-
facture of alcohol now?
Mr. Dickinson. Yes.
Mr. Steele. And the court sustained him ?

Mr. Dickinson. 1 am coming to that in a moment.
The Chairman. I was only asking you in reference to the statement

you made.
Mr. Dickinson. I quite apprehend the point the chairman makes,

but the whole thing—I have the correspondence before me—was based
upon the report of the Commissioner to the Secretary of October 3,

1894, that he had given the preparation of regulations very serious

consideration under the act of August 28, 1894, and is still giving it

serious consideration, and stating that it is found to be impossible to

prepare these regulations in a way that will prove satisfactory without
official supervision; he concludes by asking whether there is any appro-
priation authorizing the expenditure of money, etc. , for that purpose.

The Secretary replies that there is none. It turns upon the question

of an appropriation.

That reason was not good at all, Mr. Chairman. It was not worth
the paper on which it was written for this reason:

There was an appropriation of a million and a half or a million and
a quarter for salaries in the Internal-Revenue Bureau, and there was
also an appropriation of 11,900,000 for miscellaneous expenses, and
it was subject to the use of the Internal-Revenue Department, just as

much for providing these regulations and enforcing them as it was for

paying for the enforcement of the regulations theretofore adopted in

reference to distilled spirits.

The Chairman. Were not those appropriations made upon the esti-

mates submitted to Congress by the Secretary of the Treasury for

certain specific expenses which did not include the act of 1894 ?_

Mr. Dickinson. It provided for miscellaneous expenses in the

Internal-Revenue Department.
The Chairman. Yes; but based upon the estimates of the Secre-

tary of the Treasury.
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Mr. Dickinson. Undoubtedly.
The Chairman. Made before the act of 1894 was passed.

Mr. Dickinson. But with the appropriation of $1,900,000 available

for internal-revenue expenses, he could not discriminate against that

act of Congress and the expenditure of the fund and elect that he

would apply it all to some other purpose; so that the reason assigned

by the Secretary of the Treasury I submit was not a good one.

Now, if the committee please, at that time, under the Wilson Act,

the revenues did not promise to pay the expenses of the Government,
A condition, and not a theory, confronted the Secretary of the Treas-

ury, and no doubt he resolved any doubt about any further appropria-

tion or use of money against the release of anything from taxation

that would bring revenue. Manufacturers in the arts were paying
this enormous tax in money amounting to about $2.06 a gallon, and
using enormous quantities of alcohol in the arts. The revenue was
ver|y great, but it distinctly tended to the restriction of manufactures,
which it is the policy of the law to promote and protect.

While frequently in executive officers are reposed judicial functions

—

quasirjudicial functions—never yet has there been reposed in an execu-

tive officer, with the exception of the President in reference to the

veto power and the signing of a bill—that mere and single function

—

the power to render of no effect an act of Congress.
Mr. Grosvenor. Do you not think that is too broad a statement?
Mr. Dickinson. I think not, Colonel Grosvenor.
Mr. Grosvenor. Take appropriations. It has been held for a great

manyyears that the War Department, and the President acting through
the War Department, might refuse to use the money appropriated for
all public works if he saw fit; if in his judgment it was unwise to

use it.

Mr. Dickinson. That is done under a direct act of Congress.
Mr. Grosvenor. No, sir. It is done under the general power given

to him.
Mr. Dickinson. The general power of the Executive ?

Mr. Grosvenor. Of the Executive.
Mr. Dickinson. He need not use the appropriation ?

Mr. Grosvenor. Yes; he need not use the appropriation. Quite
often it is done. It is done a great many times.
Mr. Dickinson. But that is as to an appropriation of money, and

the question whether the Executive shall execute the power
Mr. Grosvenor. I do not think that precedent applies to the point

you are making.
Mr. Dickinson. 1 do not think it does.
Mr. Grosvenor. But I thought your statement was pretty broad.
Mr. Dickinson. My statement perhaps is too broad, so far as that is

concerned. An executive officer spends the money, and whether he
shall spend the money under the appropriation may rest with the
executive officer. There are powers conferred upon an executive
officer by the Congress of the United States, but they are not legisla-
tive powers in any case. The judicial power is vested by the Consti-
tution in the Supreme Court of the United States and in such inferior
court sas Congress may establish, and the Congress has been held to
have reposed quasi-judicial powers in an executive officer. Take, for
instance, the powers of the Secretary of the Interior. It is a quasi-
judicial power when he passes upon what is swamp land, and there is
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no appeal from it. That is said to be a quasi-judicial power reposed in

the becretary of the Interior by Congress.
Mr. Grosvenor. That is true. That is more completely illustrated

in the case of the Comptroller of the Treasury, who may give his

opinion that any act of Congress is unconstitutional.
Mr. Dickinson. To be sure.

Mr. Grosvenor. You can not even proceed by mandamus or in any
other way to review his judgment.
Mr. Dickinson. That is because Congress reposed that quasi-judi-

cial power in him. So, as to the Postmaster-General, Congress has
reposed in him the decision of the question whether a postmaster who
has lost money by burglary is guilty of negligence. There is no
appeal from the decision of the Postmaster-General when he decides
whether he has been or has not been guilty. He can have that money
returned under the decision of the Postmaster-General under the
quasi-judicial power reposed in the Postmaster-General.
Under the Constitution there would be no judicial power except the

Supreme Court of the United States, except by act of Congress, but
the legislative power is vested in the Congress of the United States

alone, and there can be no delegation of it.

There can be no stronger statement of that proposition than that

made in the case of Field v. Clark (143 U. S. Keports), where the
somewhat famous reciprocity provision of the act of 1890, section 3,

came before the Supreme Court of the United States. The act pro-
vided that in case any country should impose any protective tariff

upon our sugar, molasses, and other similar articles, the President
might impose a like tariff, a reciprocal tariff, upon imports of the same
or other enumerated articles from those countries. This reciprocal

tariff was to be imposed if he should find as a matter of fact that they
were imposing such tariff. The proposition was broadly laid down by
the majority of the Supreme Court. The language is better than
mine.

That Congress can not delegate legislative power to the President is a principle

universally recognized as vital to the integrity and maintenance of the system o£

government ordained by the Constitution.

The majority of the court held, however, that that act reposed in

the President no discretion as to whether the law should be executed
or not, that it reposed no legislative power in the President, but merely
required the President, under the direction of Congress by the terms of

the act itself, to determine as a matter of fact whether those duties were
imposed by foreign countries. Moreover, that had relation to our
foreign affairs and probably was more properly within the cognizance

of the President of the United States. But the chief reason, and that

upon which the court has repeatedly planted itself, is that legislative

power can not be delegated by Congress under the Constitution to any
executive officer. A minority thought it was going too far in the

Field case (143 U. S.), in approaching the line so nearly, and held that

the power bestowed upon the President of the United States to impose
a tariff when no tariff was imposed did partake of the character of

le^slation.

The Chairman. The majority of the court held that the President's

duty was to find the fact.

Mr. Dickinson. That was all.

The Chairman. And when he found that fact and proclaimed it •
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Mr. Dickinson. Then the law attached.

The Chairman. Then the law imposed additional duties.

Mr. Dickinson. Upon that reasoning they sustained the constitution-

ality of the law.

The Chairman. There will be no dispute in the committee as to the

law of that case ?

Mr. Dickinson. No.
Now, the Supreme Court of the United States by a bare majority,

without touching that constitutional question at all, did hold that the

law of Congress now under consideration, section 61 of the act of August
28, 1894, could not be executed, because the Secretary of the Treasury
did not make regulations. I appeal to you, Mr. Chairman and gentle-

men of the committee, upon the proposition that Congress intended by
that act, especially because of the increase of the tax upon alcohol, in

section 48 of the same act, to make alcohol in the arts free and to return

the tax when it had been paid. Can the failure of the Secretary of the

Treasury to make the regulations practically nullify or repeal that act

of Congress? If that is so, let me call your attention to the provi-

sions of section 42 of the revenue act of 1890, quite familiar, undoubt-
edly, to the members of the committee:

That any producer of pure sweet wines, who is also a distiller, authorized to separ

rate from fermented grape juice, under internal-revenue laws, wine spirits, may use,

free of tax, in the preparation of such sweet wines, under such regulations and after

the filing of such notices and bonds, together with the keeping of such records and
the rendition of such reports as to materials and products as the Commissioner of

Internal Revenue, with the approval of the Secretary of the Treasury, may prescribe,

so much of such wine spirits so separated by him as may be necessary to fortify the
wine for the preservation of the saccharine matter contained therein.

Can it be contended for one moment that if the Commissioner of

Internal Revenue did not prepare any rules and regulations approved
by the Secretary of the Treasury, the producer of pure sweet wines
could not use, free of tax, alcohol under that provision ? Now, com-
pare the two provisions:

Under such regulations and after the filing of such notice and bonds, together with
the keeping of such records, and the rendition of such reports as to materials and
products as the Commissioner of Internal Revenue, with the approval of the Secre-
tary of the Treasury, may prescribe.

Compare that with the provisions of section 61 of the act- in question:

Any manufacturer finding it necessary to use alcohol in the arts or in any medicinal
or other like compound may use the same under regulations to be prescribed by the
Secretary of the Treasury, and on satisfying the collector of internal revenue for the
district wherein he resides or carried on business that he has complied with such
regulations and has used such alcohol therein, and exhibiting and delivering up the
stamps which show that a tax has been paid thereon, shall be entitled to receive
from the Treasury of the United States a rebate or repayment of the tax so paid.

THE RIGHT CONFIRMED BT ANALOGOUS PROVISIONS OF THE ACT.

Section 61 is not anomalous in requiring administrative regulations
for its due enforcement. If the Secretary of the Treasury used his
own judgment, as he did in this case, as to the enforcement of every
law under which regulations are required to be made by him, and no
judicial redress was permitted, the will of Congress expressed in legis-
lation would be abundantly thwarted.

This would be most liberally exhibited by a comprehensive scrutiny
of the entire body of existing statutes governing his duties; but it is
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sufficient to confine the examination simply to this statute. In thirty-
nine other places it authorizes regulations by the Secretary of the
Ti-easury for various purposes connected with the customs and internal-
revenue laws. These are as follows:

Sugar, paragraph 182J, 2 Supplement Revised Statutes, page 279, the importer may
be relieved from additional duty "under such regulations as the Secretary of the
Treasury may prescribe."

Tobacco, paragraph 185, page 280, entry not to be made, except under regulations
to be prescribed by Secretary.
Wines, paragraph 244, page 285, percentage of alcohol to be determined in such

manner as the Secretary of the Treasury shall by regulation prescribe.
Animals for breeding purposes, free list, paragraph 373, page 297, Secretary may

prescribe regulations for enforcing limitations to registered stock.
Cattle, etc., pars^raph 373, page 297, may be brought from pasture free of duty

under regulations to be prescribed by Secretary.

_
Animals for exhibition, paragraph 374, page 297, admitted free, but a bond shall be

given in accordance with regulations prescribed by the Secretary.
Emigrants' teams, paragraph 374, page 297, free under such regulations as the Sec-

retary may prescribe.
Casks and other articles returned from export, paragraph 387, page 297, proof of

identity to be made under general regulations to be prescribed by Secretary.
Books, etc., for use of schools, libraries, etc., paragraph 413, page 299, subject to

such regulations as the Secretary shall prescribe.
Indian goods, paragraph 582, page 303, free under such regulations as the Secretary

may prescribe.
Theatrical scenery, etc., paragraph 596, page 304, admitted free of duty under such

regulations as the Secretary may prescribe.

Works of art, paragraph 686, page 307, exemption subject to such regulations as the
Secretary may prescribe.

Works of art, etc., paragraph 687, page 307, imported for encouragement of science,
art, or industry, free under such regulations as the Secretary shall prescribe.
Works of art, paragraph 688, page 308,. bond for payment of duties under such reg-

ulations as the Secretary may prescribe.
Trade-marks, section 6, page 308, to be recorded in books under such regulations

as the Secretary shall prescribe.
Materials for ship building, section 7, page 309, may be imported in bond under

such regulations as the Secretary may prescribe.
Articles for repair of American vessels, section 8, page 309, to be withdrawn from

bonded warehouses free under such regulations as the Secretary may prescribe.
Articles manufactured of imported materials, section 9, page 309, shall be manu-

factured in bonded warehouses under such regulations as the Secretary may prescribe.
Manufacturer to give bond for observance of such regulations as shall be prescribed

by the Secretary.
Materials used may, under the regulations of the Secretary, be conveyed into

bonded warehouse.
Articles may be withdrawn under such regulations as the Secretary may prescribe.
Machinery for repair, section 13, page 311, Secretary directed to prescribe rules and

regulations to protect against fraud.

Importation of neat cattle, section 17, page 312, made duty of the Secretary to make
all necessary orders and regulations to carry into effect.

Smelting works, section 21, page 312, may be designated as bonded warehouses
under such regulations as Secretary may prescribe. Ores may be removed under such
regulations as the Secretary may prescribe. Refined metal may be removed under
such regulations as the Secretary may prescribe.

Drawback on imported material, section 22, page 313, facts to be ascertained and
drawback paid under such regulations as the Secretary shall prescribe.

Articles made by convict labor, section 24, page 314, Secretary authorized to pre-
scribe necessary regulations.

Imported cigars, section 26, page 314, Secretary authorized to make all necessary
regulations.

Income tax, section 34, page 320, annual tax returned, according to regulations to

be prescribed by Commissioner and Secretary.

Playing cards, section 38, page 323, regulations as to dies and adhesive stamps by
Commissioner and Secretary. Section 43, page 324, may be exported free of tax
under such regulations as Commissioner and Secretary may prescribe.
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Distilled spirits, section 49, page 326, distiller may execute an annual bond under
such regulations as Commissioner and Secretary shall prescribe.
Bonded warehouses, section 51, page 328, to be under such regulations as the

Commissioner and Secretary may prescribe.
Spirits removed to general bonded warehouse, section 54, page 328, may be depos-

ited under such regulations as shall be prescribed by Commissioner and Secretary.
Transporting from one bonded warehouse to another, section 55, page 328, to be

under such regulations as Commissioner and Secretary may prescribe. Bonds to be
renewed at such times as Commissioner may by regulations require.
Alcohol in the arts, section 61, page 330, manufacturer may use under regulations

to be prescribed by Secretary.

Packages of rectified spirits, section 66, page 331, gauged, marked, etc., as the Com-
missioner and Secretary may by regulations prescribe.
Manufactured tobacco, section 69, page 332, to be put up in such packages as the

Commissioner and Secretary shall prescribe.

The terms of the statute vary in these different provisions; but in
general, the law either expressly declares, as in section 61, or implies
a positive duty on the part of the Secretary to make regulations.
When these are examined, it will be seen that there is no substantial
difference between the duty of the Secretary to make regulations
under the other provisions and under that in section 61, except that
in some of the others the word "may" is used instead of the more
mandatory form in section 61.

The means of enforcement of the revenue laws are thus seen to be
largely under executive regulation, and the inference must be drawn
that Congress does not intend, in giving direction to the Secretary to
make regulations, that he shall first determine whether adequate regu-
lations can be made or that the rights granted by the law shall be
dependent upon his will. Otherwise he might make void the remain-
ing thirty-nine provisions of the statute, as well as this fortieth pro-
vision as to which he declined to take action. He had no condition
of fact to ascertain. He was directed to perform a duty, and this he
refused.

It is safe to say that in not a single other instance cited from the
statute has the officer charged with making regulations failed to pre-
scribe complete regulations for the enforcement of the law, except in
this case. The surmise can not be avoided that the true reason for not
enforcing section 61 lay not in the difficulty, much less the impossi-
bility, of framing regulations—not in the absence of appropriations for
their enforcement—but in the desire of the Secretary of tne Treasury
to secure for a depleted treasury every possible dollar of revenue.
However creditable such a desire might under some circumstances be, or
with how much force he might properly have urged such considerations
upon Congress, it was surely in no legal sense justified when placed in
opposition to the plain requirements of the statute.

There is no provision in this act conferring any discretion upon the
Secretary of the Treasury as to whether, in his judgment, he can pre-
pare suitable r^ulations. The Congress did not commit to the Sec-
retary of the Treasury any quasi judicial function to pass on the
construction of the statute or upon the condition of the facts or the con-
dition of the manufacture of distilled spirits, but it provided that the
regulations should be prescribed. It is mandatory, unlike the provi-
sions of the sweet-wine act, the regulations to be prescribed by the
Secretary of the Treasury; not if he can, not in his discretion if he
sees fit, not if he has an appropriation to do it—that discretion is not
conferred upon him—but that he shall.
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Take the imported animals case, in 106 United States.

Animals alive, specially imported for breeding purposes from beyond the seas, shall
be admitted free upon proof thereof satisfactory to the Secretary of the Treasury, and
under such regulations as he may prescribe.

In Morrill v. Jones (106 U. S.) the Secretary would not prescribe
any rule and refused to, but the court, by unanimous judgment, sus-

tained the right to import whether he made rules and regulations or
whether he did not.

Mr. Dalzell. You think that case and the case recently decided, the
alcohol case, are inconsistent?
Mr. Dickinson. Entirely inconsistent.

Mr. Dalzell. This case is overruled.
Mr. Dickinson. The dissenting judges, although writing no opinion,

undoubtedly concluded that the doctrine for which we contend here
was stare decisis in the Supreme Court of the United States, not only
under the decision in MorriU v. Jones, but also in the Campbell case
in 107 United States—the drawback case.

Mr. Dalzell. All those cases are overruled by this later case, then ?

Mr. Dickinson. By a majority of one judge they distinguish the
cases. But does that stand in the way of legislation ? 1 am reminded
that up to a decision of the court of appeals of the State of New York
it was generally supposed that the State board of charities had a right

to inspect all societies like the Gerry Society for the Prevention of

(yruelty to Children. The court of appeals held that the general belief

was not well founded and that the law did not confer that power, where-
upon a bill was introduced immediately after the decision of the court
of appeals conferring that power expressly upon the State board of

charities. The argument was made that the bill would be a practical

reversal of the court of appeals, whereas the strength of the argu-
ment was this: That it was a defect in the law and the law should be
what the people believed it was before the court of appeals passed
upon it.

Now we come back to the question whether the Congress of the

United States intended, in accordance with the practice of the civilized

world, in accordance with the policy of the Government of the United
States in the matter of taxation, that alcohol used in the arts should be
practically free and that the tax should be returned if paid. If that

is true, and that was the intention, then we submit that the people
who entered upon their business and have lost by reason of the non-
enforcement of the law should have relief by this bill. The value of

the precedents is that Congress is supposed to legislate, in view of the

laws of the United States and with the construction of the statutes of

the United States by the Supreme Court of the United States—by the

court of last resort in the Federal system. The Congress of the United
States, having provided that regulations should be made by the Secre-

tary of the Treasury, believed, undoubtedly, following the decisions of

the Supreme Court of the United States, that if he did not make them
the power did not rest in him to nullify the act of Congress. We
desire to have the intention of Congress fulfilled.

Mr. Richardson. Has the subsequent Secretary followed the course

of Mr. Carlisle in declining to make regulations?

Mr. Dickinson. The act was rej)ealed in 1896.

Mr. JRiCHAEDSON. Yes; that is right.
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Mr. Dickinson. Congress undertook then to take up this whole subject

and appointed a joint committee. A joint resolution was passed for

the appointment of a commission to examine the whole subject.

Mr. JRiCHABDSON. 1 remember now.
Mr. Dickinson. In the meantime they repealed the act, but the Secre-

tary of the Treasury had in eilect repealed the act before Congress did.

Is there any doubt about it? Did he not intend to? Had he the

power to ?

Mr. Newlands. The purpose of the legislation you seek is simply
with reference to existing legislation, is it?

Mr. Dickinson. It is in reference to section 61 of the act of August
28, 1894, which was repealed on June 3, 1896.

Mr. Geosvenob. I should like to make a suggestion. I have no
opinion about it, but it is a matter on which I think you ought to give
us your opinion.

Mr. Dickinson. Yes, sir.

Mr. Grosvenor. Up to to-day, under the decision of the Supreme
Court, the defense of the United States to an action to recover the tax
is a complete defense—the defense that there has been no preparation
of regulations, no arrangement for the carrying into eflfect of the law.
Mr. Dickinson. That is a complete defense.

Mr. Gkosvenor. Under that decision, assuming that the court would
stand by its former action.

Mr. Dickinson. Yes.
Mr. Grosvenor. Is it competent for the legislative department to

attempt to make invalid the valid defense up to this time ? To illus-

trate, A brings a suit to recover a thousand dollars overpaid duty.
The Supreme Court has held that he has no claim; that is the legal
effect 01 it, that the fact that the scheme of law was not carried into
effect by the Treasury Department is a complete defense. Is it corope-
tent for legislation now to go back and say that that, the practical effect

of which was to extinguish the claim, is to be taken out of the way and
his right opened up as against a valid defense heretofore existing?
To illustrate, take the statute of limitations. Nobody doubts that
Congress may remove the bar of the statute of limitations. It has
been done a great many times. Does that stand on all fours as a legal
proposition with the defense of this character? That is all. I want
to hear from you on that point.
Mr. Dickinson. Over and over again the legislative body, when it

has found by the decision of courts that its attempted legislation has
proved ineffective, has remedied that legislation, and the Congress of
the United States has the power to give effect as of the date of the
previous legislation to that which it was intended by the Congress
which passed the act.

Let us see on broader grounds. There are three coordinate depart-
ments of this Government, each equal—the legislative, executive, and
judicial. Suppose that Congress differs from the Supreme Court of
the United States in the construction of that act. Bear in mind that
this is not a question of constitutionality. If the Supreme Court of
the United States under the written Constitution fincis that the Con-
gress has transgressed on its construction of the Constitution, it may
hold an act of Congress void. That is a safeguard, and one of the
unique features of our system of government, of course. But here
there is no attempt to hold this provision of the act unconstitutional
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or beyond the powers of Congress, but the court says that the act

whereby you intended to maKe alcohol in the arts free has been
rendered ineffective by the act of an executive officer.

I call the attention of the committee to this point. Each branch of
the Government is, and should be as it is, equal and independent,
jealous of any invasion of its functions by the other. Yet no constitu-

tional question being involved, an executive officer has nullified the
act of Congress bj' failing to make regulations, and on ground that can
not be sustained—that he needed an appropriation.
Mr. Grosvenoe. That you are assuming against the opinion of the

Supreme Court.
Mr. Dickinson. The}' do not say in the Supreme Court decision

that there was an appropriation. They avoid the constitutional ques-
tion entirely, but they do cite the letters of the Commissioner and the
Secretary of the Treasury wherein the only reason given for not mak-
ing the law efficient bj^ making regulations is the want of money.
Now, is Congress prepared to say that the Executive can usurp legisla-

tive functions even if sustained by the Supreme Court of the United
States, the other coordinate branch of the Government? We submit
not.

Now, Mr. Chairman and gentlemen of the committee, it can be
demonstrated befoi'e this committee that, acting in good faith on sec-

tion 61, the largest manufacturers and the small manufacturers of the
United States, using alcohol in their business in making their products,
depending upon the promise of the Congress of the United States

enacted in this law, reduced their prices and entered into contracts for
future years at reduced prices and gave their customers reduced
prices, so that it resulted, unless they get the rebate of the tax, not
only in a distinct loss in the matter of dollars and cents for the period,

but also in such a reduction of the prices of their goods on what had
been charged before the enactment of this law as to establish a con-
dition from which it is quite impossible that they should retrieve them-
selves except by the passage of the pending bill.

Mr. Cooper. What was the total loss by reason of the failure to

return this money ?

Mr. Dickinson. The Attorney-General in his annual report for 1899
states that about $6,000,000 at the outside is involved.

Mr. Cooper. Were applications filed with the Secretary of the
Treasury for that amount?
Mr. Dickinson, I think not for so much.
Mr. King. For about $4,000,000, in the Court of Claims.

Mr. Dickinson. Applications for about $i,000,000 have been filed.

They have followed out the practice outlined in section 61 by tender-

ing the stamps and demanding their money. As the claim arises

under the act of Congress, they have filed their claims in the Court of

Claims.
Mr. Grosvenor. Did any part of these claims arise after the deci-

sion of the Supreme Court?
Mr. Dickinson. No. Let me call your attention to the fact that the

decision of the Supreme Court was made in 1898, and the act was
repealed in 1896.

Mr. Grosvenor. I see.

Mr. Dickinson. It was a decision of the Supreme Court by one
majority.
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Mr. Gkosvenor. The only point that occurred to me in that con-

nection was that the manufacturers might have one right on claiming

the refund with their eyes wide open to the fact that the law had been

held to be invalid.

Mr. Dickinson. Not at all.

The Chairman. A part of your complaint, as I understand, is that

they have kept their goods at these reduced prices since the repeal of

the law in 1896.

Mr. BicHAKDSON. That they have not been able to put the prices

back.
Mr. Dickinson. You can see why if the manufacturers of goods of

this class once get the prices down it is difficult to get them back.

The Chairman. I understand, as a matter of fact, they have not got
them back.
Mr. Dickinson. Have not reduced them ?

The Chairman. Have not advanced prices since 1896, the date of the

repeal of this law.

Mr. Dickinson. I think not, to any considerable extent.

The Chairman. Not unless it was done recently.

Mr. Dalzell. If I understand you, your contention is that the
consumers of this country got an advantage of about 16,000,000
by virtue of the passage of this act, which you and these people
now want to get, and which they properly ought to get back if they
did.

Mr. Dickinson. But they got it out of us.

Mr. Dalzell. But your contention is that the consumers got the

advantage of that reduction in price to the extent of $6,000,000?
Mr. Dickinson. Yes, sir; the consumers and the retailers.

Mr. Dalzell. That assumes that every manufacturer who used
alcohol in the arts reduced the price of his commodity, which in point
of fact is not true.

Mr. Dickinson. There is an abundance of evidence
The Chairman. Some of these people say to me, you advanced the

tax on alcohol by the act of 1894 and we made no advance on our goods
because of this advance in tax because we expected to get the whole
thing rebated from the Government. Others tell me that they manu-
factured and sold to their customers on an agreement with their
customers that if they got the rebate they would make it good to
their customers. Those representations are made. Some of them
do not claim that they made any reduction whatever or made any
difference.

Mr. Dickinson. We desire to present, from houses of whose reputa-
tion, I think, you know as men of reputation, say, twelve letters off the
top—from Parke, Davis & Co. , of Michigan, for instance, who are the
largest manufacturers of medicine and of pharmaceutical preparations
probably in the world. Druggists do very little manufacturing of
medicines now.
The Chairman. 1 have had it told to me as an exceptional case that

Parke, Davis & Co. did reduce the price of their proprietary medicines.
Mr. Dickinson. They do not make proprietary medicines.
The Chairman. Well, they manufacture medicines.
Mr. Dickinson. They are pharmacists.
The Chairman. I did not mean to be technical about it. They are

all the same to me.
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Mr. Dalzell. You assent to this proposition as true, that to grant
a rebate to any manufacturer who made no difference in the price
by reason of this legislation would be to grant to him a gratuity out
of the Federal Treasury?
Mr. Dickinson. A bonus. I think that is self-evident.
Mr. Dalzell. Yes.
Mr. Russell. On the other hand, to grant a rebate to someone who

did reduce his price would be the granting of an equity.
Mr. Dickinson. Preciselj'; that is our position. We are out this

money, and not only that, but our business has been seriously impaired
bj' acting in good faith on the promise in an act of Congress that was
supposed to have been passed in good faith. There is no doubt about
that.

Mr. Geosvenor. I will be very glad to learn if someone in this

country ever did adjust his prices in accordance with the action of
Congress.
Mr. Dickinson. We have a lot of material to that effect. Mr.

King, suppose you take off not to exceed a dozen letters.

Ml". Geosvenor. I mean when prices ought to go down. I know of
cases where they went up.

Mr. .Dickinson. Yes.
Mr. Newlands. Have suits been brought for all these rebates ?

Mr. Dickinson. Suits for about $4,000,000 have been brought.
Mr. Newlands. Are there any other claims outstanding upon which

suits have not been brought?
Mr. Dickinson. The Attorney-General estimates in his report that

there are about $6,000,000, all told.

Mr. Geosvenoe. Theyhave been filed in some way so that the amount
is ascertainable?
Mr. Dickinson. Yes, sir; before the Court of Claims.
Mr. Newlands. The purpose of this bill is to take away the tech-

nical defense which the Government has by reason of the failure of the
Secretary to establish rules and regulations under the act of Congress.
Mr. Dickinson. That is it.

Mr. Newlands. Is there any difficulty at all in ascertaining the fact
without Government supervision as to whether or not this amount of
alcohol was consumed in the arts?

Mr. Dickinson. I can not see how there can be any difficulty about
that.

Mr. Newlands. Because if that can be ascertained 1 can not see
what difference it makes as to whether reductions in prices were made
by the manufacturers of these goods or not. Their right was to a
rebate of this tax.

Mr. Dickinson. Yes.
Mr. Newlands. And there was no obligation imposed upon them

by the law to reduce the price of their commodities. So, clearly, it

would seem to me that they have a legal right against the Government
for that rebate.

Mr. Dickinson. It seems so to us.

Mr. Newlands. Aside from any technical legal defense.

Mr. Geosvenor. Not quite a legal right.

Mr. Newlands. I would call it such.

Mr. Dickinson. Because while Congress is not bound by private

ALCO 2
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contracts, yet all free and enlightened governments carry out their

laws precisely as if they were so bound.

Mr. Geosvenok. We have been overruling Mr. JeflFerson a great

many years, you know.
Mr. Dickinson. Yes.

The Chairman. The case which was decided in the Supreme Court
was brought by Dunlap & Co.

Mr. Dickinson. Yes; Dunlap.
The Chairman. Do you remember how large their claim was ?

Mr. King. About f26,000 or $27,000 was involved.

Mr. Grosvenor. On their $8 hat how much did they reduce?

Mr. King. Their $8 hats do not come into this matter. It is their

$5 hats. I will explain the extremely important equity that Dunlap
& Co. have in this.

Mr. Grosvenor. We all have an equity against Dunlap.
Mr. Dickinson. Prior to the passage of the act they used wood

alcohol, and when you give them grain alcohol, which was better to use,

they used that expecting a rebate back. That is the truth about that.

STATEMENT OF WILLIAM B. KING, EStt.

Mr. King. Mr. Chairman and gentlemen, these letters which we are

going to read have this bearing on this controversy. Our claim is

that there was a contract

Mr. Dalzell. Whom do you represent?

Mr. King. I am, with Mr. Dickinson, representing the manufactur-
ers in general. Our contention in this matter is that the act of 1894,
section 61, was a contract by which if manufacturers did certain things
the United States agreed on their part to do certain things. The Sec-
retary of the Treasury, the agent of the United States, did not do
those things which the law said that he should do, and the Supreme
Court, by a majority of one, says that the failure of the agent of the
United States to perform his part of the contract defeats me right of
the claimants, although they have done their part of the contract with
the law placed upon them.
The objection is now made—it has been suggested this morning—that

this is a gratuity; that these things which the claimants were obliged
to do under the law were things which they were going to do anyhow;
that they made no changes in their methods of manufacture and no
changes in their selling prices on account of this provision of law, and
consequently that the rebate is a pure gift to them. I propose by these
letters to show that throughout the country in different branches of the
trade, in consequence of this law, many of the manufacturers reduced
their prices, sold their goods for less, in reliance upon the rebate
promised by Congress, and that other mantxfacturers changed their
methods of manufacture in consequence of this law, and used grain
alcohol instead of using wood alcohol, or used domestic grain alcohol
instead of using foreign grain alcohol.

The first letter^ is from the largest of the Western pharmaceutical
manufacturers, and the second letter is from the largest of the Eastern

' For the other letters see Appendix, page 28.
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houses in the same branch of the trade. This letter is from Parkej
Davis & Co., of Detroit, and is addressed to Mr. Dickinson :

Noting that the argument before the honorable Committee on Ways and Means
at Washington, Tuesday, the 29th instant, on behalf of the claimants for the alcohol
rebate will be presented by you, I take the liberty of advising you that certain Sena-
tors and Congressmen are apparently laboring under the erroneous impression that
the manufacturers did not reduce the price of goods in which alcohol entered as an
ingredient in the expectation of obtaining the rebate from the Government.

I beg leave to assure jon that, so far as Parke, Davis & Co. are concerned, this idea
is wholly false. Since it was certainly the intention of Congress in enactiug the rev-
enue law of August 28, 1894, to allow the manufacturers of medicinal preparations a
rebate of the internal-revenue tax on alcohol, we did not deem it possible at that
time that an act of Congress would be defeated and nullified by any course which the
Secretary of the Treasury might pursue. Accordingly, we adjusted many of the oper-
ations of our extensive manufacturing business, and reduced the prices of many of
our preparations in which alcohol forms an important ingredient, in anticipation of
the refund which we confidently expected under the provisions of the law of August
28, 1894. I have in mind at the moment some very extensive contracts, involving
lar^e sums of money. In order to capture the business we reduced our prices in the
behef that our interests were safe, and that the contracts would net us a satisfactory
margin of profit as soon as the rebates should be refunded to us on the alcohol used
in these manufacturing operations.

Mr. Grosvenok. Is that the statement the house makes? Is that
the only statement it makes? Is that all of it?

Mr. Kjng. There is simply a closing paragraph in the letter.

The Chairman. That is all of the statement on that point.

Mr. Grosvenor. You are a lawyer, I discover. It would have been
rather easy for a lawyer to have appended a schedule of the commod-
ities giving the prices at a certain date and the prices at a certain other
date. On cross-examination you would not last long with that letter,

would you ?

Mr. King. If I were the writer of that document I would last long,

because being the head of one of the largest pharmaceutical houses in the
country I would have full knowledge of aU the details of the business

and could explain all desired details, if subjected to cross-examination.

Mr. Grosvenor. I assume that, and I assume that the letter lets us
know all that the writer wants us to know.
Mr. King. I think in a direct examination upon a statement of gen-

eral facts the head of such a house as Parke, Davis & Co. may be
accepted, in the absence of impeachment, as making a perfectly correct

and truthful statement.

The Chairman. Suppose what he says is true.

Mr. King. What he says is that he reduced the prices on articles in

which alcohol is an important ingredient.

The Chairman. He says on many of them.

Mr. King. On many of them; they make several thousand such'

articles, and he would hardly be able to say that a reduction was made
on every article.

Mr. Dalzell. And he took the chances of getting a contract?

Mr. Dickinson. He did take, contracts.

Mr. Grosvenor. He does not say he ever delivered anything under
the contracts.

Mr. King. The plain inference is he did so. When a manufacturer

of this importance makes these statements I submit that we must
accept that they are made in fair good faith, or the committee may
appoint some way in which they can be subject to rigid cross-exami-
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nation. Now the house of Wyeth & Bro. makes a similar statement,

only they go into more detailed particulars.

Mr. Dickinson. That is of Philadelphia?

Mr. King. Yes; the house of John Wyeth & Bro., of Philadelphia,

as follows:

Philadblphia, March 19, 1900.

Mr. Stuart Wyeth,
(Care Arlington Hotel, Washington, D. 0.)

.

Dear Sir: Wishing you to be as fully advised as possible that you may have the
facts to place before the Ways and Means Committee at the hearing on Tuesday^ beg
to advise that owing to reduction we made in prices upon preparations contaming
alcohol, our books show that for the year following the enactment of the Wilson bill

our receipts on the same volume of goods handled were $42,000 less than for the pre^

ceding year, showing a net loss to us of this amount of money, for which, under
section 61 of the Wilson tariff, we should be reimbursed as well as for the balance of

the term, making a claim of $98,800.84 in all for the one year nine months and six

days, during which the act was in force.

Yours, truly, John Wybth & Brother.
Wm. a. Scully,

General Manager.

Mr. Gkosvenoe. That would apply just as well to horses and cattle

and grain as to drugs.
Mr. King. But this reduction of $42,000 is not on their entire drug

business. The difference on their entire drug business between a bad
year and a good year would be immensely larger than that. It is on
their drugs containing alcohol.

Mr. Gkosvbnor. I hope you will not ask us to pass bills here to
refund losses on business in the United States between 1894: and 1897,
because, if you do, we may as well go into banki'uptcy one time as

another.
Mr. King. Not at all; but we do ask you to do this. When in those

years or any other years, Congress passed a law making it the duty
of the Secretary of the Treasury to prescribe regulations to carry out
a contract with certain manufacturers, contained in the law, and the
manufacturers do everything required under the law as their part of
the contract, we ask you to say that the failure of the Secretary of the
Treasury to do his part shaU not defeat the manufacturers' rights, and
especially shall you say this when we show that, acting in good faith
under that law, the manufacturers reduced prices lower than they had
been before that law was passed.

I have also a letter from the Norwich Pharmacal Company, of Nor-
wich, N. Y., addressed to me, saying:

T, T^ ^ Norwich, N. Y.
Wm. B. King, Esq.,

918 F street, Washington, D. C.

Dear Sir: You are hereby authorized to make the announcement to the Com-
mittee on Ways and Means that, in expectation that the rebate promised by section 61
of the tariff act of August 28, 1894, would be paid, we made large reductions in the
selling prices of pharmaceutical preparations.
This action was forced on us by leading houses in the trade, who quoted prices to

our customers which were practically based on tax-free alcohol.
Very truly, yours.

The Norwich Pharmacal Company,
Per O. G. Bell.

That is the third of the drug houses. I wiU not read these others
from pharmaceutical manufacturers. I will ask to put them into the
record. (See Appendix, p. 28.)
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_
Frank H. Fleer & Co., of Philadelphia, a well-known house, makes a

similar statement. (See p. 28.) Of course, it necessarily follows that
wherever two large houses like Parke, Davis & Co. and Wyeth &
Bro. reduced the prices all the little houses must follow.

Talcott, Frisbie&Co., Hartford, make the same statement (see p. 28);
the Freytag & Peeler Co. , of Philadelphia, make the same statement
(see p. 29) ; Robert A. Hance, of Philadelphia, in the same trade, makes
the same statement (see p. 29).

Here is a different trade, the chemical trade. The Erkenbrach
Chemical Company, of Hoboken, in a letter addressed to myself, dated
the 16th, say:

Hoboken, N. J. , March 16, 1900.
William B. King, Esq.,

7S8 Seventeenth street, Washington, D. C.

Deak Sir: You are herebjf authorized to make the statement at the hearing before
the Ways and Means Committee, on the 20th instant, that we made a large quantity
of ether during the time section 61 of the general revenue act remained in effect,

and that, in expectation that the courts would refund the tax on the alcohol so used,
we made a large reduction in the selling price of said ether.

We also authorize you to make the statement that our competitors made offers to

our customers at the same rates, and we could not have maintained our prices even
had we desired to.

Very truly, yours. The Ehkenbeach Chemical Company,
G. Peery Erkenbrach, Treasurer.

There is a statement as to a most important article made entirely of
alchhol, because ether is simply a chemical transformation of alcohol.

It was four years ago that in one of the hearings before this commit-
tee an affidavit was presented by Porter Sheldon, the president of the

American Aristotype Company, a company engaged in the manufac-
ture of sensitive photographic paper. This affidavit is a follows:

State op New York, Chautauqua County, ss:

Porter Sheldon, of the city of Jamestown, in said county, being duly sworn, says

that he is and for the last five years has been the president of the American Aristo-

type Company, a corporation organized under the laws of said State, and whose
principal business is the manufacture and sale of ready-sensitized collodion photo-

fraphic paper; that this company uses in the manufacture of its product about
9,000 worth of alcohol and sulphuric ether per month, including tax on the same;

that shortly after the adjournment of the last Congress, without repealing the rebate

on alcohol, this company reduced the price on the principal item of its output very
largely, but the action of one of the executive branches of the Government in

neglecting and refusing to put into operation the rebate provision of the act of 1894,

thus virtually nullifying the act of Congress, has caused great embarrassment to this

company to know what steps to take for its protection and yet protect its customers,

the consumers. If the Treasury Department still persists in attempting to nullify

thisactof Congress I see no relief from the embarrassments surrounding the business

of this company except through the prompt action of the courts.

Porter Sheldon, President.

Sworn and subscribed before me, a notary public within and for said city, January

17, 1896.
H. S. Sheldon, Notary Public.

So we have three of the large trades in which alcohol is used—phar-

maceuticals, chemicals, and photographicpapers—and the largest manu-
facturers in those trades, showing that their prices were reduced on

account of this law.

Here is a large soap manufacturer, Fels & Co. , with whose name
we may be familiar through the advertising mediums. They manu-
facture not only the naphtha soap, but other forms of soap, among
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them a transparent soap requiring the use of alcohol. They write

from Philadelphia,, under date of yesterday, as follows:

1710 Market Street,
Philadelphia, March 19, 1900.

William B. King, Esq., '

7S8 Seventeenth Street, Washington, D. C.

Dear Sir : In respect of any questions that may come up at the hearing on the 20th
instant regarding equity on which claims under section 61 of the act of August 28,

1894, are based, we beg to say that a large number of manufacturers, we among them,
relying on the reduction of taxes on alcohol that was practically promised by the
act of August 28, 1894, did not increase the prices on goods, such as transparent soaps,

in which alcohol formed a part, and as for ourselves, we in many cases actually

reduced our prices in anticipation that the rebate would be paid us. We accepted
contracts, based on this reduction, which we could not otherwise have done. Relying
on the good faith of the Government, as plainly expressed in section 61, we did not
make any increase in the price of our goods, though the revenue act of August 28,

1894, increased the taxes on commercial alcohol about 150 per cent.

We beg further to say that where prices were reduced on our product, in which
alcohol formed a considerable part, these reductions were largely made with the
anticipation that there would be no trouble in our being paid rebates.

Very truly, yours,

Fels & Co.

The Soap Manufacturers Association, at their regular monthly meeting, 15th instant,

passed resolutions praying for the passage of the Eussell bill and ordered copies of

the resolution to be sent to Senator Penrose and all Congressmen from this State.

F. & Co.

This shows that the soap business was affected just as were the other
trades. We have now had four branches of business, with important
houses in each branch. Here is the varnish business. 1 suppose there is

no one here who does not know the name of Berry Brothers, of Detroit.
We see their name in every magazine. They are probably the largest
makers of varnish in this country. The letter is dated Detroit, March
16, and is addressed to me.

Detroit, March 16, 1900.
Mr. W. B. King, Washington, D. C.

Dear Sir: As you have been requested to appear before the Ways and Means Com-
mittee on the 20th instant in support of House bill 5765, introduced by Hon. Charles
A. Russell, of Connecticut, we authorize you to make the statement that in expecta^
tion of receiving the rebate promised by section 61 of the general revenue act, August
28, 1894, we made considerable reductions in the selling price of all shellac varnishes
in which grain alcohol was used while section 61 was in Wee.

Yours truly.

Beery Brothers, Limited.

If the biggest varnish house made those reductions, can there be any
question that all the little ones had to reduce in consequence ? Small
houses can not keep up their rate when the big ones have made reduc-
tions, or the trade all goes to the big ones.
The Chairman. Is there any line of manufactures wherein the price

was not reduced very largely in 1894 and 1895 in this country?
Mr. King. It is true that about that time there were reductions, but

here the reductions were made as a direct consequence, and they were
special reductions made in these lines, and because other people reduced
their articles in less proportion on account of other causes, when those
people reduced their prices on account of this act
The Chairman. That does not appear from these letters. The lan-

guage is they largely reduced. None of them say what reduction there
was.
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Mr. Dalzell. You have not read a letter in which there is a distinct
statement of a reduction in price that could not have been made by any
merchant in the United States in any line of business in those years.
Mr. King. There are the specific statements here by
Mr. Dalzell. Except that they say they did it because of this act

of Congress.
Mr. King. There are specific statements in these letters that they

reduced the prices on goods containing alcohol, and it follows as a fair
inference—unless all these great manufacturers are trying to deceive

—

it follows as a reasonable inference that they are making that statement
because they reduced on the alcoholic goods, for the reason given by
them, and did not reduce on the other goods or did not reduce to the
same extent.

Mr. Geosvenor. They do not say they did not reduce on the other

foods, and we take judicial knowledge of the fact that other people did.
here was not an article in the United States that did not go down pell

mell from 1894 to 1897.

Mr. King. Let me ask attention to this fact. It has been said that
taxes were reduced on some things at that time. Prices went down,
but on every one of the articles of which alcohol was a constituent
part the price was raised 37 cents a wine gallon on the commercial
alcohol used. Consequently, if these men had held their goods at the
same price, as some of them did, they were losers, and they would
have a right to say that they held their goods at that price because
they anticipated, as many of them do say, the rebate promised by
the law.

Mr. Eussell. I do not know what information you may have as to

the substitution of grain alcohol for wood alcohol in very many lines

of manufacture after the passage of section 61 of the act of 1894. I
think that is a very important point to bring out. I think that it is

true in aU hatting industries.

Mr. King. I was just coming to that. I thank you for calling

attention to it now. In all uses of alcohol in manufactures where the
alcohol appears in a product that goes into the human stomach wood
alcohol can not be substituted. In other articles, such as shellac var-

nish, the gum that is used to put into derby hats, and a number of

other purposes, wood alcohol and grain alcohol are, on the whole,
equal as solvents—one has one advantage and the other another
advantage. In 1894 the price of wood alcohol was from 70 cents to

$1 a gallon. The price of grain alcohol, without the tax, was from 20

to 30 cents a gallon. With the tax it was from |2.27 to f2.37 a gallon,

the tax being $2.07 on commercial spirits. Many manufacturers used
wood alcohol up to 1894. Then they gave up the use of wool alcohol

and, relying on getting their rebate from the Government under this

law, they began me use of grain alcohol. After this law was repealed

and they saw that they had no further chance of getting a rebate, they
resumed the use of wood alcohol. As a specimen of that I will read

what I have referred to already—the statement of the manager of the

Dunlap hat factory—because in that factoiy that particular thing was
done. A change in the method of manufacture, in reliance upon the

law being carried out, was made.

Mr. Eussell. You do not cite that by any means as a single fact?

Mr. King. Oh, no.
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Mr. EussELL. It was generally done in the hatting factories all over

the country ?
. i v •

Mr. King. It was done in the hatting business and in other busi-

nesses as well. The Dunlap factory is cited, because that case is most

talked about and is one of the very best known.
Mr. Steele. They could better afford to make a reduction in their

hats.

Mr. King. It is a factory where we may say they produce fine hats

and get good prices. Charles E. Keator, vice-president of Dunlap &
Co., makes the following statement under oath.

I, Charles E. Keator, vice-president of Dunlap & Co., having knowledge of the

facts, respectfully submit the following statement in reference to the claim of said

Dunlap & Co. for rebates on alcohol used under section 61 of the revenue act of

August 28, 1894.

(1) That Dunlap & Co. is a corporation engaged in the manufacture of fine hats,

having its principal place of business at Park and Nostrand avenues, in the borough
of Brooklyn, county of Kings, State of New York.

(2) That previous to the enactment of the revenue act of August 28, 1894, said com-
pany had used wood alcohol as a solvent for shellac to stiffen "derby " hats.

(3) That this wood alcohol was highly injurious to the health of the workmen
employed by said company, so that complaints were constantly made by such work-
men that the fumes from the wood alcohol were injuring their eyes.

(4) That on the enactment of the revenue act of August 28, 1894, of which sec-

tion 61 was an integral part, said company stopped using wood alcohol and used
instead grain alcohol, on which was paid the internal-revenue tax assessed by law.

(5) That the substitution of taxed grain alcohol for untaxed wood alcohol was
made because of the explicit promise on the part of the Governmtot that the
internal-revenue tax on such grain alcohol would be refunded to said company.

(6) That notwithstanding the failure of Secretary of the Treasury Carlisle to exe-
cute the law, said company continued to use tax-paid grain alcohol during the period
that section 61 was in force, up to the time of its repeal by Congress on June 3, 1896.

(7) That on the repeal of section 61 said company ceased using tax-paid grain
alcohol and substituted a high grade of untaxed wood alcohol, known as "Colum-
bian spirits."

(8) That the facts as to the use of the tax-paid alcohol on which the claim of said
company for rebates is based were all clearly established to the satisfaction of the
Court of Claims in the suit brought by us to recover the rebates due us.

(9) That the money paid into the Treasury of the United States as internal-revenue
taxes on alcohol used by said company in the manufacture of dissolved shellac
between August 28, 1894, and June 3, 1896, would not have been paid if said com-
pany had not fully expected that this tax would be refunded by the Government, as
provided by section 61.

(10) That the decisions by the Court of Claims and the Supreme Court of the
United States, in the suit brought by said company to recover the rebates due under
the law, that the failure of the Secretary of the Treasury to prescribe regulations as
required by section 61 destroyed the rights to rebates given by the law, have inflicted
a direct financial loss on said company.

Chas. E. Keator,
Vice-President, Dunlap & Co.

State of New York, County of Kings, dty of New York, ss:

Personally appeared before me Charles E. Keator, known to me to be the vice-
president of Dunlap & Co., who, being by me duly sworn, deposed and said that the
annexed statement in regard to the claim of said Dunlap & Co. is true to the best of
his knowledge and belief.

Chas. E. Keator.
Sworn to before me this 16th day of March, 1900.

William Boyd,
Commissioner of Deeds, Kings County, N. Y.

Mr. Russell. That made a difference in cost to them of a dollar
and how much?
Mr. King. About $1.60; between 70 cents for wood alcohol, which
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they had used before the act was passed, and $2.30, the price of the
taxed grain alcohol, which they used while the act was in force.
The Chairman. Of course spirit alcohol was better for their business.
Mr. Russell. It is no better for their business, but it is better for

their workmen.
The Chairjian. I am asking the witness.
Mr. Grosvenor. I suppose they would have gone on and taken the

eyes out of their workmen by the use of wood alcohol if we had not
passed that law.
Mr. King. What they would have done is this: You can, by the use

of fans, ventilators, and so on, reduce to a minimum the bad effects of
wood alcohol. Then in the meantime, between 1894 and 1896, wood
alcohol was produced in better form—a more refined article. The result
was that after 1896 they could pay probably $1.20 to $1.30 a gallon for
refined wood alcohol, which would not so seriously hurt the eyes of the
workingmen, although bad for them then.
Mr. Grosvenor. This decision of the Supreme Court had a good

effect on the wood alcohol industry ?

Mr. King. Oh, undoubtedly.
The Chairman. I would suggest that it is now nearly 12 o'clock.

Mr. Kjng. I will ask permission to put in the record some other let-

ters on this same subject illustrating other fields of manufacturing.
The Chairman. You may hand them to the stenographer, and they

wUl be inserted. (See Appendix, p. 28.)
Mr. King. We may wish to add some additional suggestion and

facts.

ADDITIONAL STATEMENT OF HON. DON M. DICKINSON.

Mr. Dickinson. I should like ten minutes in conclusion upon the
question of chances of fraud in the Court of Claims.
Mr. Grosvenor. We have a right to amend the bill by throwing

around it an}' safeguard we may think necessary or judicious.

Mr. Dickinson. All of the safeguards you can imagine. XJpon that
point, in conclusion, I desire to be heard not longer than ten minutes.

I will say in passing, inasmuch as there was a criticism upon the
letter of Parke, Davis & Co. , that it was written to me the day before
I started. They have five branch houses, besides the chief house in

Detroit, and they manufacture 6,000 articles. They state, generally,

that they made reductions on the articles in the manufacture of which
they used alcohol. To prepare a statement of that kind, involving

6,000 articles in their various branch houses, would take some time, but
we can furnish it to the committee.
In conclusion, I desire to call the committee's attention to an argu-

ment, or the suggestion of an argument, that the passage of this bill

will open the door to fraud. Of course, the bill carries no appropria-
tion. We must pass through the Court of Claims on every claim for

this rebate. I submit the general proposition to the committee that

juridical methods in the history of jurisprudence are the best methods
of detecting fraud known. They are superior to the methods adopted
in departmental systems. There you have the examination of the

witnesses. We have a coui't which is set up here directly by the

Congress under its immediate oversight. In the recent Mexican
claims cases a reference was made by Congress to the Court of Claims
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upon suspicion of fraud for the very object of determining the fraud,

and the fraud was found and judicially declared. Before that court
came the claims of letter carriers for exti*a hours, where chances for

the multiplication of claims or the increase of claims or the manufac-
ture of claims were very great. They examined claims amounting to

between 14,000,000 and 15,000,000 and allowed about 13,250,000.
In this case the distiller and the wholesale dealer of alcohol are sur-

rounded by a code of laws to prevent fraud upon the revenue. Among
them is this provision, both as to the distiller and the wholesale dealer,
that every item of goods received in packages (which they must be) of
not less than 6 gallons, must be entered in a book kept for that pur-
pose. Furthermore, that every delivery from the wholesale dealer
or the distiller must be entered in the book with the name of the party
buying or receiving it. Nay, more; not only must those books be kept
by the wholesale dealer, from whom the manufacturers must buy, or by
the distiller, but a duplicate of these books must be filed for safe-keep-
ing until the end of time, so far as the law provides, with the collector
of internal revenue of the district. So that the manufacturer approach-
ing the Court of Claims must first demonstrate that he has procured
the alcohol under the safeguards provided by the internal-revenue law.
There is the evidence that he bought it, preserved. He then comes
into the Court of Claims and says here is the alcohol I bought. Did
it go into my manufactured goods ? Here is the product in which we
used alcohol. Here is the percentage of alcohol used in that product
and here is the alcohol that we bought, and you may ascertain by oral
examination of the witnesses the amount obtained and the amount
used. We must prove it. The burden is entirely upon us. There is

no shifting of the burden to the Government at all. The burden is

upon us, especially in dealing with distilled spirits under this code of
laws for the protection of the revenues. The burden is invariably
upon the distiller and the wholesaler or the user to establish that he
has been guilty of no fraud.
Mr. Grosvenoe. They have the burden of the evidence, too.
Mr. Dickinson. They have the burden under this code of laws.

The presumption of fraud is the other way, and this is exceptional as
to the revenue laws. On the Court of Claims five judges sit, and
there are your safeguards. It is impossible, gentlemen of the com-
mittee, to commit frauds under this code of laws as provided here.
The Chairman. This matter was before the committee in 1890. We

spent a good deal of time trying to find some way to have alcohol free
in the arts. The committee were not able to find any man who could
devise a scheme to protect the revenues, either in the judgment of the
officials who had the collecting of it or in the judgment of the com-
mittee, and they left out the general provision in the bill. Then the
committee over which Mr. Wilson presided in 1894, as I understood
the majority of the committee then, although I was one of the minor-
ity and was not let into the secrets of what they were doing, had the
same matter under consideration and they tried to devise some wayA great many different schemes, bond schemes that were in use
abroad, were before the committee. They left it out of their bill
The bill went over to the Senate and this amendment was put oii
there. Section 61 was put on in the Senate, as I recollect, and in
debate the same question was raised. The amendment provided that
it must be done under regulations prescribed by the Secretary of the
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Ti-easury, and it was stated that he could not devise any regulations
to prevent fraud. Then it was stated in argument that if that was
true then there could not be any liabilitj' for any money to be col-
lected under that act; that if he did not provide the regulations they
could not collect any money. Now the time has passed. The alcohol
has been consumed. It was consumed in 1894, 1895, and 1896, and if

we could not devise any scheme in 1890, before the using, except put-
ting it in a bonded warehouse, or where the Government could have
supervision similar to distillery warehouses, it seems to us pretty
difficult to prevent fraud now. We have not so much faith in some
of our courts detecting fraud as you have, owing to experience per-
haps in the matter of claims. I do not say anything against the
integrity or the ability of the court, and I am giving my own individ-
ual opinion.

Mr. Dickinson. Can there be any question that the amount of
alcohol received by the manufacturer can be tested under the law?
Mr. Geosvenoe. Let me ask you a question.
Mr. Dickinson. Certainly.

Mr. Geosvenoe. It is all clear up to that point. What is there in

the records of one of these wholesale manufacturing establishments
that shows what part of the purchased alcohol went into the arts, and
what went into something else?

Mr. Dickinson. That is just as well settled as a mathematical prob-
lem—the percentage thatgoes in. It is susceptible of expert testimony
and of oral testimony of the manufacturer.
Mr. Geosvenoe. I am not denying it.

Mr. Dickinson. No, sir. That being so, there can be no escape
from the proposition that fraud is impossible in recovering before the
Court of Claims. It may have been a dangerous law to permit to

remain on the statute books, fraud might have been perpetrated upon
the collector of internal revenue under these regulations, but it is

impossible under this proposed act, if the Congress pass it, to perpe-
trate fraud before the Court of Claims—practically impossible.

The Chaieman. They now have the same safeguard you speak of

about keeping a record of the amount used.

Mr. Dickinson. I desire to make the further point that every pack-

age must be stamped and we must, tender to the Internal-Revenue
Department as we have tendered the stamps that were on the package
we used. There is the evidence of the quantity

Mr. Dalzell. Let me ask you, Mr. Dickinson, how soon after the

approval of this act was it that the Secretar}"^ of the Treasury made
known practically to the world that there would be no regulations ?

The Chaieman. The act was never approved. It became a law on
the 28th of August.
Mr. Dickinson. The act was never approved. It was held ten days.

Mr. Dalzell. I stand corrected.

Mr. Dickinson. The last letter of the Secretary of the Treasury is

dated December 3, 1894. It is a communication to the Congress.

The Chaieman. But in October the correspondence between the

Secretary and Mr. Miller was published?

Mr. Dickinson. Yes; the first letter from the Commissioner was
dated October 3. The last letter of the Commissioner, saying that

he need not give the matter any further attention because it needed an
appropriation, was October 6.
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Mr. Grosvenoe. Only a month.
Mr. Dalzell. Within two months after the passage of the act it

was stated that there would be no regulations. Surely nobody can

contend that he was misled after that period.

Mr. Dickinson. Misled! Every lawyer in this country advised the

manufacturers that there was no question of recovery on this pro-

ceeding.

Mr. Dalzell. Of course, if a man took the advice of his lawyer

that is another thing. He ought to go back on his lawyer.

Mr. Dickinson. No one ever dreamed, if you will examine the

decisions of the Supreme Court, that they could come to this decision.

The manufacturers have acted in good faith, as this correspondence

shows. We submit that the good faith of it is shown in that the men
who have proceeded upon this act of Congress have not increased their

prices at least, although their tax is increased, and have reduced their

prices in most cases, and they should have relief.

I thank you very much for this hearing, Mr. Chairman and gen-

tlemen.

At 12 o'clock and 10 minutes p. m. the committee adjourned.

APPENDIX

Philadelphia, March 17, 1900.

Mr. William B. King,
No. 7^8 Seventeenth Street Washington, D. C.

Deak Sik: We are in receipt of your favor of Maorch the 16th, and we have no hesi-

tancy in placing ourselves most emphatically on record as having taken into account,
in pricing our goods, the expectation that the United States Treasury would actually

be ruled by United States laws, passed by Congress and signed by the President. It

was simply common business reasoning with us, that our competitors would take
advantage of the alcohol tax xebate law in making their prices, and naturally we did
the same; hence, when Mr. Carlisle nulUfled the Congress of the United States and
its actions, and when he went over the signature of the President of the United
States, in repudiating this clear obligation of the Congress, we were out and are
to-day but just as much money as the amount of our alcohol claim in your hands.
We have this to say, however, in light of our past experience with the Ways and
Means Committee when it was constituted almost exactly as it is constituted to-day,
we found that there were but few theorists in its make up. We have found that
business reasoning is given its proper consideration, and hence, we feel that the jus-
tice, which has been so long delayed through Treasury mismanagement or worse,
will be quickly set right when this matter comes before this capable committee.
With this hope before us, and selfishly wishing you success, we remain,

Yours, truly,

Frank H. Fleer & Company.

Hartford, Conn., March 17, 1900.
Mr. W. B. King,

7^S Seventeenth Street, Washington, D. C.

Dear Sir: You are authorized to state to the Committee on Ways and Means
that our firm, in view of the expected rebate on alcohol, reduced our price on
tinctures and many preparations of which alcohol was a component part. The
Department probably has these letters on file, and you have a copy of them to
which you can refer.

Yours, truly, Talcott, Frisbib & Co.
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332 North Third Street,

Philadelphia, March 19, 1900.

Mr. Wm. B. King, Washington, D. C.

Dear Sir: At the request of Mr. JHenry Dalley, jr., chairman of committee of

manufactures, we write to set forth briefly the facts concerning the effect upon our
business of the act of August, 1894, relative to taxation of alcohol. Immediately
upon passage of said act we examined same carefully, and finding the provision of a
rebate therein which clearly applied to "the use of alcohol in arts, manufactures,
medicines, and like compounds," we counted upon the rebate, and did not raise
prices of our products, but in many instances where large quantities of alcohol were
used in preparations the prices were reduced by us by reason of our faith in the
provision for a rebate contained in the act.

Very truly, yours.

The Freytag and Peeler Co.

243 North Third Street,
Philadelphia, March 17, 1900.

Mr. Wm. B. King, Washington, D. C.

Dear Sir: Pursuant to the request of Mr. Henry Dalley, jr. , we will say regarding the
alcohol question that we were getting less money for our goods after section 61 of the
tariff act went into effect than previously, aa the discount oft of our list was increased,
thus making the net prices cheaper to the consumer. The said prices were at a less

rate than a few years previously, even when alcohol was at lower figures.

Hoping that this fuUy answers your purpose, I remain.
Yours, respectfully,

Robert A. Hance.
R. A. H., Jr.

P. S.—We wish to incidentally remark that we, as well as the others in our line,

are particularly burdened with the war-reveiiue tax, we having to stand a large tax
in our business from which we get no return, and is a direct expense to us as well as to

others in the drug trade who are seeking a relief from the Government for taxes on
alcohol vmder the Wilson tariff act. Our hne, and the whole drug trade, was par-

ticularly taxed by the Government, exclusive of all other businesses, to stand a pro-

portion of the war taxes. We thought it would be well for you to incidentally make
use of this in your argument.

R. A. H., Jr.

Nos. 73-75 Wells Street, Corner op Illinois,

Chicago, March 16, 1900.

Mr. W. B. King,
7S8 Seventeenth Street, Washington, D. C.

Dear Sir: As requested by Mr. Dalley, we beg to advise that during the effect-

iveness of section 61 of the Wilson bill we sold a great many goods at prices very

much lower than we would have done if we had not based om- expectations on secur-

ing the rebates to which we feel that we are entitled. In fact we had been selling

bulk goods at prices which caused an actual.loss to us when we figure out the cost of

the goods, without taking into consideration the tax paid on the alcohol, which,. in

our business, constitutes so large a proportion of the first cost of the majority of our

products.
Yours, truly.

The Searle & Hereth Co.,

0. T. Eastman,
Secretary and Treasurer,

I, William T. Mayer, treasurer of the Albany Chemical Company, having personal

knowledge of the facts, respectfully submit, the following statement in regard to the

claim of said company for rebates on alcohol used under section 61 of the revenue

act of August 28, 1894:

(1) That the Albany Chemical Company is a corporation engaged in the manu-
facture of standard chemicals, having its principal place of business at No. 224

Broadway, city of Albany, State of New York.
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(2) That in the manufacture of many of such chemicals alcohol is an important
and necessary raw material.

(3) That the revenue act of August 28, 1894, increased the internal-revenue tax

on alcohol from 90 cents to 11.10 per proof gallon of commercial alcohol.

(4) That the same act provided that

—

"Any manufacturer finding it necessary to use alcohol in the arts, or in any medic-
inal or other like compound, may use the same under regulations to be prescribed
by the Secretary of the Treasury, and on satisfying the collector of internal revenue
for the district wherein he resides or carries on business that he has complied with
such regulations and has used such alcohol therein, and exhibiting and delivering up
the stamps which show that a tax has been paid thereon, shall be entitled to receive
from the Treasury of the United States a rebate or repayment of said tax so paid."

(5) That as a result of this explicit promise on the part of the Government to
refund the tax on alcohol used in the arts, the prices of all the products manufactured
by said Albany Chemical Company of which alcohol was a component part were
materially reduced, because of the expectation of many manufacturers that section 61
would be carried into effect in the same manner as all other sections of the revenue
act of 1894 were executed.

(6) That even if the Albany Chemical Company had wished to maintain the prices
of its products it cbuld not have done so, because of the reduction in prices of the
same articles by competing manufacturers, who acted on the inducements held out
by the Government.

(7) That the promise of the Government to pay rebates of the tax on alcohol used
in the arts prevented the Albany Chemical Company from raising the prices of their
products to correspond with the increase of 37 cents per gallon in the cost of each gal-

lon of commercial alcohol.

(8) That the decision by the Supreme Court of the United States in the test case of
R. Dunlap & Co., that the failure of the Secretary of the Treasury to issue regulations
for the use of alcohol in the arts, as required by section 61, destroyed the rights of the
manufacturers to the rebates of the tax on alcohol used in the arts during the period
of twenty-one months that the law was on the statute book has inflicted a heavy
financial loss on said Albany Chemical Company.

Wm. T. Mayer,
Treasurer Albany Chemical Company.

State of New Yokk, City and County of Albany, ss:

Personally appeared before me, William T. Mayer, known to me to be the treasurer
of the Albany Chemical Company, who, being by me duly sworn, deposed and said
that the annexed statement in regard to the claim of said Albany Chemical Company
is true, to the best of his knowledge and belief.

William T. Maybk.

Sworn to before me this 16th day of March, 1900.

David A. Thompson,
Notary Public.

New York, March 19, 1900.
William B. King, Esq.,

728 Seventeenth Street, Washington, D. C.

Dear Sir: As manufacturers having a claim against the United States for rebates
of the internal-revenue tax on alcohol used by us under section 61 of the revenue
act of 1894, we herebjr authorize you to inform the honorable Committee on Ways
and Means at the hearing on House bill 5765 on March 20, that owing to our expec-
tation of receiving the rebates promised by section 61 we in no case increased the
prices of our products of which alcohol is" a component part while that law was in
force, notwithstanding the large increase in the cost of alcohol owing to the increased
internal-revenue tax imposed by the revenue act of 1894.
We would also state that during the period that section 61 was in force, in manu-

facturing goods for export, we used domestic tax-paid alcohol instead of imported
alcohol, on which we would have received a rebate of the custom duties, thus giving
us practically free alcohol if we had used the foreign article. By using domestic tax-
paid alcohol for our export trade in the expectation of receiving the rebates promised
by section 61, we lost the entire amount of taxes on such alcohol.

Yours, very truly,

HiCKOK & Johnson.
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YoKKms,'N.Y., March 19,1900.
William B. King, Esq.,

916' F street, Washington, D. C.

Dear Sir: We beg to submit the following statement of facts in relation to our
claim for rebate of the tax on alcohol used by us in the arts while section 61 of the
revenue act of August 28, 1894, was on the statute book. '

As manufacturers of standard pharmaceuticals we used a large quantity of alcohol
in our industry, expecting to receive the rebates which the section 61 of the revenue
act of 1894 provided should be paid to us. We were so confident that the law would
be faithfully carried out by the Secretary of the Treasury that we reduced the prices
of our products, for the sole reason that we relied on the Government's plainly
expressed contract to refund the internal-revenue tax on the alcohol used.
In this connection we would direct attention to the fact that the revenue act of

1894 increased the tax on alcohol from 90 cents to fl.lO per proof gallon, equal to 37
cents per gallon of commercial alcohol. This increased tax was paid by us, thus
adding largely to the cost of our products, but, as above stated, we not only did not
advance the prices of our goods, but materially reduced them. This was done gen-
erally by other manufacturers of the same kinds of articles in which alcohol is an
important raw material.
Even when Secretary Carlisle assumed the power to nullify a tax law of Congress,

and refused to issue regulations, as required by the law, we did not advance our
prices to correspond with the increased cost of alcohol, as eminent attorneys advised
that, under all previous rulings of the Supreme Court, the Government would ulti-
mately be reqmred by the courts to refund the rebates to which we became entitled
while the law was on the statute book.
We would therefore submit that unless Congress now legislates so as to set aside

the technical defense sustained by the Supreme Court in the Dunlap test case, a
heavy financial loss will be inflicted on us through failure to recover the rebates to
which we are justly entitled, and which were given us by a law of Congress.
There is not the slightest doubt that by section 61 Congress provided that we should

receive rebates of the internal-revenue tax on alcohol used in the arts. That law was
in force twenty-one months, but we have not received one cent of the rebates which
the law said should be paid us, because an executive officer arrogated to himself
the power to set aside a law duly enacted by Congress. We trust that such action by
a public officer should not meet with the approval of any member of Congress, but
that House bill ^o. 5765 will be promptly enacted, both as a matter of simple justice

to all the manufacturers interested, and as a declaration that the laws of Congress are
meant to be strictly enforced.
In requesting the support of our Representatives for this bill we do not appeal for

legislative favor, but simply and solely for that exact justice and equity to which
every citizen is entitled imder the Constitution and laws. We contend that the
Government should treat us in good faith, and that Congress should enable us to press
our claims before the highest legal tribunal without being met by the technical and
doubtful defense and negligence on the part of an officer of the Government to enforce
the laws passed by Congress.
The essential question involved is not complicated, and resolves itself into the

simple query, Shall or shall not the great Government of the United States pay to

certain of its citizens sums solemnly acknowledged by Congress to be due and payable,

or, on the other hand, shall the nation repudiate its just and legal obligations?

One point to which your attention is especially called as an example of the loss

which will be sustained by us unless we are eventually paid amounts due us as rebates

is as follows:

Previous to the enactment of section 61 of the Wilson tariff act we used imported
alcohol in the manufacture of our goods for export to foreign countries, in order that

the import tax paid on same might be refunded to us as drawback. When, however,

section 61 became legally operative we used domestic alcohol, relying on the law

and the good faith of the Government to refund to us the amounts paid as tax on
same. The amount represented by this tax is consequently a complete loss to us

unless the Government eventually makes good its promises to refund as rebates the

amounts paid into the Treasury under the distinct understanding that same should

ultimately be returned.

Trusting that these arguments may be of some weight in behalf of the passage of

the Russell bill, we remain.
Very truly, yours,

The Arlington Chemical Company,
F. W. R. IscHiNsuR, President.
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[Telegram.]

Lowell, Mass., March 19, 1900.

Wm. B. King,
7^8 Seventeenth Street, Washington, D. C:

You are authorized to announce to the Committee on Ways and Means that we
made very large shipments to Great Britian during the time section 61 remained in

effect, in which domestic tax-paid alcohol was used; that we commenced the use of

foreign alcohol in export goods after repeal of section 61, on which drawback has

been paid us under custom-drawback law; that had we not depended on receiving

the rebate promised by section 61 foreign alcohol would have been used for export

goods during the lifetime of that law; that we made no increase in prices after enact-

ment of section 61, notwithstanding the increased tax on alcohol was from 140 to 250

per cent of its cost. In using domestic instead of foreign alcohol, we acted on the

opinion of our attorneys that the Secretary of the Treasury could not annul an act of

Congress by refusing to issue regulations.
C. I. Hood & Co.

New Yohk, March 19, 1900.

William B. King, Esq.,

738 Seoertieenth Street, Washington, D. C.

Dear Sik: You are hereby authorized to state ui our behalf to the honorableWays
and Means Committee that:

First. We made a large quantity of ether between August 28, 1894, and June 3,

1896, from tax-paid grain alcohol.

Second. This ether was used in the manufacture of photographic paper by the
firms to whom it was sold, we agreeing to credit the rebate to their account when
received from the Government.

Third. That it is a fact well known to the trade, that in expectation that the rebate
promised by section 61 would be paid, said manufacturers of photographic paper
made very large reductions in the price of said paper, which reduction, after due
allowance was made for cost of collection and interest on the capital locked up as a
result of Mr. Carlisle's refusal to issue regulations, placed the selling price of said

paper on about an untaxed alcohol basis.

Yours, very truly,

Chas. Cooper & Co.

Earlville, N. Y., March 17, 1900.
William B. King, Esq.

My Dear Sir: For your information, we would state that our equity in the rebate
under section 61 is 18,673.11. Upon the advance made in spirit by the increase of
the tax under the revenue act of August 28, 1894, we had no doubt of the good faith
of the Government, and expected as much of the Government as we would of an
individual, and so made no change in our price. The consequence was we were
losers. We at the same time counted our claim as a good asset. As time passed, and
the claim was not paid, the effect was nearly ruin. Prices of our commodities were
generally reduced, and reasonably, too, expecting the rebate. This has made an
unsettled condition from which the trade has never recovered. I trust you will be
able to convince the committee of the justice of our claim.

Very respectfully,

The C. L. Cotton Perfume and Extract Co.,
Per C. L. Cotton, President.

Saratoga Springs, N. Y., March 17, 1900.
William B. King, Attorney,

Washington, D. C.

Dear Sib: Learning of the proposed hearing of the Russell bill before the Ways
and Means Committee, to be held on the 20th instant, leads us to write you briefly rel-
ative particularly to our position in the matter. You will, of course, understand
that we are a corporation under the laws of the State of New York, incorporated
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1890, and doing a large business as manufacturing chemists, having at the present
time 65 salesmen on the road, including Canada. These men cover every State in
the Union frora Maine to Texas, and east of the Mississippi River, also a few States
on the west side of the same, and we have a local agency in California, who also
send out representatives. Our goods are regular jiharmaceutical products which we
sell direct to physicians through our salesmen calling upon them at regular intervals
of time. We are therefore large users of alcohol (grain) in our business, and were
at the time of the passage of the bill in August, 1894, embodying section 61.
At that time, notwithstanding the greatly increased taxes upon alcohol, having faith

that the Government would rebate to us in accordance with the provision of the said
section 61, we made no advance whatever in the price of our goods into which
alcohol entered as a part, nor have we done so since. Of course, our position in this
matter is the same as many others, and we certainly feel that a great injustice has been
done by the decision of the Supreme Court in their decision of the Dunlap case, which, if

permitted to stand, causes us a very heavy loss which we might have saved the
necessity of except for our confidence in the intentions of the Government according
to the terms in the said section 61. A very great injustice has been done the houses
in our line of business, or other users of alcohol of the same nature, and we feel there
can be no doubt whatever but what Congress will see the unfairness of the position
imder the present status.

Yours, truly. The G. F. Haevey Co.,

Per L. H. Cramek, Treasurer.

THE UNION METALLIC CARTRIDGE COMPANY, BEIDGEPOET, CONN.

New Yoek, January 31, 1896.
Andrew B. Rogers, Esq.,

Chairman Committee on Legislation, etc-.

Dear Sir: Referring to section 61 of the existing tariff act, which provides for
rebate on the internal-revenue tax on alcohol used in the arts, we respectfully invite
your attention to the following facts regarding the manufactures in which we are
interested, ^'iz, metallic ammunition.
The tariff act of August 28, 1894, increases the rate on commercial alcohol 37 cents

per wine gallon. It was understood by us and many other manufacturers that this

increase of tax was designed solely to apply to alcohol used in the manufacture of
beverages and intoxicants, to effect which purpose section 61 was made a part of the
tariff act soleh' to afford relief to manufacturers using alcohol in the industrial arts

from the payment of the enormous tax of $1.10 per proof gallon, this tax being more
than ten times the actual cost to manufacture alcohol.

If section 61 had not been made a part of the amended Wilson bill, we and many
other manufacturers would have entered our vigorous protest against its passage in

any other form.
In the manufacture of metallic ammunition, percussion caps, etc., we necessarily

use large quantities of fulminate of mercury, which, prior to the last tariff act, we
were compelled to purchase in Canada, the duty under the McKinley act being 30
per cent ad valorem, which made the cost to us of the finished product materially

less than the cost to manufacture in the United States. The Canadian laws are very
liberal relative to the tax imposed on alcohol used in the industrial arts, and there-

fore they could practically monopolize the manufacture of fulminate of mercury for

ammunition manufacture in the United States. It is a well-known fact that alcohol

has been withdrawn from distillery warehouses in the United States, shipped in

bond to Canada to be used in the manufacture of fulminate of mercury, and said

fulminate of mercury subsequently returned to the United States, thus enabhng
Canada, prior to the Wilson bill, to build up a prosperous industry at the expense of

this country.
Regarding section 61 as a form of contract offered by the United States, we accepted

its provisions, and since its enactment we have used domestic tax-paid alcohol in the

manufacture of fulminate of mercury, relying upon the Government to rebate tax

paid on alcohol used by us. Secretary Carlisle having refused to issue regulations

under which the rebate could be made, we must necessarily seek relief in the Court

of Claims for the rights granted us by the law; furthermore, if the Government does

not take action at an early date, indicating that alcohol used in the arts will be sub-

ject to rebate of tax, we shall be forced to discontinue the manufacture of fulminate

of mercury, and shall purchase same in Canada, as formerly.

Section 61 is, in our opinion, clearly a proviso of section 48, the latter imposing a
tax of $1.10 per proof gallon on distilled spirits, and we therefore consider it would

ALCO 3
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be a great hardship upon us and other manufacturers if Congress should enact the

Vest bill or repeal the law.

The failure of Secretary CarUsle to perform the duties required of him by law has

left this branch of our business in a chaotic state, and we earnestly hope that some
immediate relief can be obtained, which, in our opinion, should be the prompt passage

of the Hoar bill. We therefore respectfully urge you to exercise every legitimate

means in your power to attain this end.

Yours, truly,
Union Metalmc Carteidgb Company,
M. Habtley, President.

Safeguards against fraud which would be adopted in the adjudication of claims for refund

of the tax on alcohol used in the arts upon the passage of the bill relating to this subject

introduced by Senator 0. H. Piatt, S. SS8S, and Representative Russell, H. R. 6766.

The chief objection that has been raised against the enactment by Congress of the

bill relating to section 61 of the revenue act of of 1894, introduced by Senator O. H.

Piatt, of Connecticut, and in the House by Representative Charles A. Russell, is that

to allow the Court of Claims to adjudicate claims arising under section 61, in spite of

the failure of Secretary Carlisle to execute the law, would open the way to fraud

upon the Government. An examination of the following statement as to the method
of procedure before the United States Court of Claims will show that there is not the

slightest possibility of the Government being called upon to pay any unfounded
claims if the bill in question becomes law:

It is estimated by the Attorney-General that the total amount involved in the claims

for rebate of tax on alcohol used in the arts under section 61 of the act of August 28,

1894, until its repeal on June 3, 1896 (see Attorney-General's Report, 1899, page 16),

is about $6,000,000. It is not proposed that these claims shall be paid as the result

of an ex parte investigation, or of settlemeret by any executive officer. The bill leaves

the jurisdiction over them with the Court of Claims, in which the suits have already

been filed. Consequently every safeguard which the experience of forty-flye years

before that court can advise in protecting the Government from fraudulent claims wiU
be at the disposal of the United States in these cases.

The act of 1894 grants a rebate of the tax paid on alcohol used in the arts on proof

of the following facts:

1. That the tax was first paid on the alcohol.

2. That the identical tax-paid alcohol was used by the manufacturer.
3. That this use was in the arts or in medicinal or other like compounds.
On proof of these facts the claimant would be entitled to recover. The payment

of tax on alcohol is shown by the records of the internal-revenue offices in every case.

The issuance of every stamp is shown, the name of the person paying the tax, the

amount of the tax, and the distillery where the alcohol was produced. It is also

necessary for every wholesale dealer in alcohol to keep a record of the person from
whom he bought it and the person to whom he sold it. These records are kept
on forms prescribed by the Internal-Revenue Bureau and are open to supervision
and examination of internal-revenue officials at all times. The alcohol can, by these
official books, be traced in every case from the distillery where it was made and
where the tax was paid to the manufacturer who used it and claims a rebate upon
it. This system has been in operation for many years, and it has been found to
effectually prevent irregularities in connection with the distilled spirits taxed. Thus
there can be no contention that any fraud could be practiced successfully against
the Government in regard to the payment of the tax on alcohol produced and sold
to the manufacturer who now makes claim. The manufacturer, having shown that
alcohol came into his etablishment, would be obliged to prove the articles manu-
factured by him from it, and show that the alcohol on account of which claim is

made entered into the manufacture of these articles. In order to do this it would
be incumbent on him to furnish such degree of proof as would satisfy the Court of
Claims. The advantage here is necessarily with the Government. The court will
not render a judgment in any case unless the proof presented positively establishes
the claim. No claimant, in any event, can get more than the amount officially
traced into his factory, and clearly proven by sworn testimony to have been used
for the purposes specified in the law. If the claimant and his employees are still

living their testimony will be taken in accordance with the rules of the Court of
Claims, not by ex parte affidavit, but by depositions subject to cross-examination by
an attorney for the United States acting under the direction of the Attorney-General.
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This attorney will go into the factory of the claimant and the witnesses can be sum-
moned to testify there. Upon the slightest suspicion of irregularity in their testi-

mony they will be subject to searching cross-examination and to such investigation
as may be brought to bear through the Department of Justice and the Bureau of

Internal Revenue. Agents of this Bureau are scattered throughout the entire coun-
try. They are familiar with the uses of alcohol, and they will have an opportunity
to report to the officers of the Department of Justice whether any user has fallen

mider suspicion of irregularity, making an examination in his case of the utmost
stringencv. When these depositions are transcribed by a proper commissioner of the
Court of Claims the Government is then at liberty to call other witnesses, who may be
found among United States officers or employees of the claimant, discharged or still

-employed.
The claimant's statement as to the quantity of alcohol actually consumed will be

subject to check by showing from his books and other records the total amount of

the product produced by him during the period covered by the claim.
When thus tested any discrepancy between the original statements of the claimant

^nd the actual result of comparison of his output will be at once made clear, and the
Court of Claims may, in a proper case, disregard the testimony wholly when such
contradictions appear.

After all testimony has been taken by both claimants and the United States the
case is submitted to the Court of Claims for its decision upon elaborate oral argu-
ment before the bench of five judges whenever this is desired by either party. The
whole record of the case is then taken up by the court and given very careful and
•considerate attention, and judgment is not entered miless the facts are clearly estab-
lished as alleged by the claimant in his petition.

It was this mode of proof which was followed in the test case of Dunlap & Co.,

,

brought under section 61 of the revenue act of 1894, in which a decision adverse to

the claimants on the law was reached by a vote of 5 to 4 in the Supreme Court of the
United States. The Court of Claims scrutinized the evidence in that case with great

care and all possible points were taken up by the astute counsel for the Government
upon the facts. But the court found all the facts as alleged by the claimant, because
the evidence produced was of a convincing character.

The Court of Claims has but recently finished the adjudication of a class of claims

fully as difficult and susceptible of fraud as these cases, namely, the claims of the letjter

carriers for overtime, and no complaint has been made that the $3,500,000 paid out
under the judgments of the court was not honestly due.
The act of March 3, 1899, contains an appropriation to pay over 11,000,000 upon

findings of the Court of Claims in the cases under the Bowman Act, for property taken
by the Army during the civil war, and a larger amount for spoliations committed by
the French at the close of the last century. No suspicion of fraud has touched these

claims, but the safeguards, as applied by the Court of Claims, have been sufficient to

inspire general justice in the cases of complicated facts relative to events in the one
instance of more than thirty years ago and in the other of a hundred. A single judg-

ment has just been entered by the Court of Claims in favor of the New York Indians

of 82,000,000, and an appropriation was made by Congress immediately without the

least question. Judging by these large responsibilities successfully assumed by the

court, it seems utterly absurd to suppose that in the adjudication of another class of

claims there can be any possibility of a successful attempt at fraud.

o
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TAX ON mSURANCE COMPANIES-WAR
REVENUE ACT.

Wednesday, March 21, 1900.

The Committee on Ways and Means this day met at 10:30 a. m.,
Hon. Sereno E. Payne in the chair.

(Copy of bill (H. E. 6258) under consideration and the amendments
as proposed to the bill by the insurance companies appear on page

STATEMENT OF MR. WILLIAM BROSMITH, OF HARTFORD, CONN.

Mr. Bkosmith. Mr. Chairman and gentlemen of the committee, we
appear here on behalf of various insurance companies of the country,
representing fire, marine, and other casualty insurance conapanies, to
ask at your hands a favorable report on House bill 6247. We ask that
for the reason after a year's

Mr. Russell. H. R. 6247 at the beginning states:

That from and after July 1, 1900, in lieu of the stamp taxes now imposed by the
act to which this is an amendment

And it makes no description whatever of that act. Evidently it was
a clerical error or omission of some kind.
Mr. Bkosmith. The description is in the title of the bill.

Mr. Russell. Bill 6258 says:

Now imposed by the act entitled "An act to provide ways and means to meet war
expenditures and for other purposes," approved June 13, 1898, to which this is an
amendment.

Otherwise-
Mr. Bkosmith. Otherwise it is the same bill.

Mr. Dalzell. Who introduced H. R. 6247?
Mr. Bkosmith. Mr. Henry. We ask a favorable report on this

bill, gentlemen, for the reason that after a year's practical operation
we have found, while the insui'ance companies are entirely willing to

bear the burdens which are imposed on them in common with all other
corporations and citizens of the country in the way of attaching stamps
to various documents, that the bearing of this law upon our insurance
business especially is very burdensome and very trying, and we are
justly entitled to ask relief. We have, throughout the country, some-
thing like 500,000 men who are directly or indirectly connected with
the business in the different branches of insurance.

There are 38,000 life-insurance agents, and the others are scattered

around through the different branches. With the exception of life

policies and liability policies, all the accident and casualty policies and
5
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fire and marine policies are written in at the home offices of the com-
panies and at the various writing agencies throughout the United
States. The stamps can not be attached at the home office, but must
be furnished to the agents thi'oughout the country in varying sums
and denominations from one-half of a cent up, so that they may be
attached to the policies when they are delivered and go into effect.

We have in the accident business tickets on sale in every ticket office,

practically, in the United States, where policies are sold from one day,
25 cents, up to a month, at $4.50, and writing agents' policies from
$500 and industrial policies up to $30,000 and $40,000, and stamps for
all those policies must be supplied to the agents in varying amounts.
We have no way of keeping tab on them; we have no way of seeing

the proper stamps are put on upon the proper policies for the proper
amounts, and we are subject to great inconvenience and loss; and we
ask that you substitute for a method that, while it produces money to
the Government, is so burdensome and annoying, a method which will

furnish to the Government aU the revenues that the present method
furnishes and at the same time save the companies from the necessity of
putting these stamps upon the policies, and save them from loss and
annoyance, which some of these gentlemen here will explain to you.
The method which is proposed in this bill is not a new one. It is the
same method that is applied in some twenty or more States of the
United States in collecting taxes upon incomes of the various compa-
nies transacting business throughout those States.

It is the same method applied by this very bill to the industrial
branch of life insurance, witn this exception—that this bill proposes
that the reports of the company shall be made annually, while the sec-
tion which requires a statement from the industrial companies requires
them to be made quarterly. It has been stated to us that that might
be objectionable, in making reports at such long intervals. But the
one-year period for a report was put in this bill simply because the
companies are accustomed to make reports of that kind to the various
States for the purpose of taxation annually. If, however, in the judg-
ment of any of the members of the committee, more frequent reports
should be made, and more frequent returns of taxation be made to the
Government, it wiU be entirely acceptable to the insurance companies.
Now, some idea of the extent ot the annoyance to which we are

subjected will be given by the consideration of the amount of insur-
ance written last year in the companies reporting to the department
of state of Connecticut. The life companies, not considering the indus-
trial insurance, wrote $1,155,147,000 of new life insurance. These
policies are away below $5,000 on the average; so you can get an idea,
probably, of the number of persons who had to he employed in con-
nection with the issuance of those policies. The casualty companies
collected in premimns in the United States last year $21,004,000.
Those premiums were collected on policies, as I have said, varying iii

amounts from one day in duration, at 25 cents premium, to policies
of $25,000 or $30,000, with a premium of $100. In writing a policy
for each day, the revenue stamps had to be inserted at the rate of one-
half of 1 per cent.

The fire and marine insurance companies during the year 1899 col-
lected throughout the United States $163,000,000 of premiums on
business written in the United States during that time and upon all
the polices and the transfers and assignments and renewals of those
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policies stamps at the rate of one-half of 1 per cent had to be attached.

Now, in the method proposed in this bill, whether the reports be
made annually, semiannually, or quarterly upon the volume of insur-

ance written, the life companies will pay 8 cents on each f100, and the

casualty, fire, marine, and other companies one-half of 1 per cent.

The present collector of internal revenue with his present force, with
the use of one clerk and an expense not to exceed $50 a year can
collect $2,000,000 of taxes which this business would produce under
the present rates to the Government with hardly any bother, any
annoyance, and certainly without any annoyance or bother to the com-
panies, and in doing that save the present expense of inspection and
printing internal revenue stamps and all other departmental expenses
which go with the present methods of collecting revenue from these

companies.
Since the bill was introduced the various officers of the various com-

panies have met and considered at different times the language of the

bill, and at the meeting here last night several suggestions were made,
none of which affect the principle of the bill, but rather calculated to

remove any danger of adverse construction; in fact, to take away any
room for construction in two of the sections. In line 2 of page 2 it

is proposed to insert the words "or the person whose life is insured

or for whose benefit such policy is issued." And the purpose of that

amendment is to place this section exactly as the existing law is in

that regard; that is, the war-revenue bill of June 13, 1898.

The Chairman. What bill are you reading?
Mr. Beosmith. 6247.

Mr. Geosvenor. That is the difficulty, you are reading from a bill

we have not got and we can not locate it.

The Chairman. After what words does that come?
Mr. Beosmith. If you will give me bill 6258 1 will insert the amend-

ments in the proper places. (See page 11 for the bill as finally amended
by Mr. Brosmith.) In bill 6258 the first amendment is after the word
"corporations," in line 5 on page 2.

The Chairman. What would you insert?

Mr. Brosmith. Insert, "or the person whose life' is insured, or for

whose benefit such policy is issued." The bill will still compel the

company to pay this tax to the Government.
The Chairman. Does not the present law provide the insurance com-

pany shall pay this?

Mr. Brosmith. That is exactly the term of the present law. The
present law provides the party who issues, or for whose benefit these

policies are issued, shall pay the tax.

The Chairman. Who does pay it, practically?

Mr. Brosmith. With the exception of one or two companies the

insurance companies pay them. The fire, marine, and casualty com-

f)anies all pay them. Some one or more life insurance companies col-

ect the amount of the tax from the applicant for insurance. Of course

you can understand the tax upon a life insurance company is only upon
the first year under the existing law, and under the proposed law upon
new insurance written ; some one or more life companies collect those

taxes from the applicant at the time the policy is delivered. All the

rest of the companies pay the tax and all the fire, marine, and other

companies pay.

The Chairman. Is not this amendment rather out of harmony with
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this bill. Is not the whole theory of this bill that the insurance com-
panies shall pay annually on the amount of business instead of paying
a tax of this kind ?

Mr. Beosmith. The theory is the insurance companies shall pay to

the Government at certain fixed periods in lieu of stamping the poli-

cies an amount of special tax equal in amount to the adhesive-stamp
tax required in the present law, and even with this amendment in, if

the succeeding sections of the law remain as proposed, you require
the company to pay to the Government, by a report to the Govern-
ment, on the amount of insurance written during any j^ear a tax of 8
cents on each f100. That is simply giving the privilege to such com-
panies as desire to follow out the practice of the presenjt law to
require from applicants for insurance 8 cents on each flOO at the time
the application is made. If the company does not care to do it it is

not compelled to do it, as most of the companies do now.
Mr. Richardson. If you made that change would it not be an

incentive to all the companies to charge to the insured rather than to
pay it?

Mr. Beosmith. They could take advantage of it.

Mr. RicHAEDSON. Why should you give that opportunity—why not
make it obligatory on all companies to pay rather than the insured?
Mr. Beosmith. Because some companies have requested that for the

reason that it is a privilege that they have under the present law, and
they think it is a matter which should properly be paid by the policy
holder coming in the first year and not be a charge upon the existing
policies.

Mr. CooPEE. They charge that to the policy holder anyway? The
policy would have to pay it?

Mr. Beosmith. Eventually. It is a question which policy holder
pays it, and this does make some slight difference in that regard.
The Chaieman. Do you suggest any other amendments in that

paragraph ?

Mr. Beosmith. Yes, sir. In line 10, after the word "written,"
insert, "and delivered to the insured." That is simply for the pur-
pose of preventing the construction that the application might be
charged to the company as insurance written, although when the policy
is presented to the insured he declines to take it. That does not make
any substantial change.
The Chairman. That meets an objection which is stated in a letter

received by me from the Prudential Insurance Company of America.
Mr. Beosmith. These amendments which I am reading to you are

amendments suggested by various companies to whom copies of this
bill have been sent. Some, of course, were suggested last evening at
the meeting. The third amendment is in line 13, after the word
"industrial," to insert the words "or other;" and after the word
" weekly," in the same line, to insert the words '

' or monthly," so that the
line will read: "Issued on the industrial or other weekly or monthly
paymentplan of insurance. " That is because of the number of companies
who write their industrial business on the monthly as well as the
weekly plan. Then, in line 15, after the word "premium " insert
"or 10 per centum of the first monthly premium." That is' to pro-
vide the same rate of tax on the monthly premium that is provided
on the weekly premium. That question has been presented to the Com-
missioner of Internal Revenue, and, on the existing law, he has ruled
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that the companies which write the industrial business on the monthly
premium plan would pay 10 per cent instead of , 40 per cent.

Mr. Russell. That changes the proviso as it is in the act of 1898.
Mr. Brosmith. I do not know that it really does change it, but it

makes it more definite, because what is known as industrial insurance
takes in both the weekly and monthly payments.
The Chaieman. There is a criticism here of the proposed law, that

it does not provide for any return of the first weekly premium
Mr. Brosmith. I have one covering that.

The Chairman. And the first monthly premium.
Mr. Brosmith. A criticism to that eft'ect was submitted, I think, by

the Metropolitan Life Insurance Company, one of the largest writers
of industrial insurance, and to meet t'heir suggestions the amendment
which I will next read, or the second one from now, was inserted.
The next one is in line 18, page 3, after the word "written," insert

"and delivered." That is simply to correspond with a similar amend
ment, which I have already explained. Then in line 19, after the
word "return," insert "except that on business upon the industrial or
other weekly or monthly payment plan, only the first weekly or
monthly premium shall be reported." I think that amendment meets
the criticism which was submitted by the Metropolitan, and which I
think is very likely similar to the criticism submitted by the chair-

man, as it does not compel the companies writing industrial insurance
to report any oftener or in any other way upon the industrial busi-

ness other than required under the existing law.

The Chairman. What would there be in the law to prevent com-
panies issuing policies where the first monthly or weekly payment was
small and increased afterwards if they wanted to escape the tax that

way?
Mr. Brosmith. They would have to practically revolutionize the

method of doing business. Every policy, and all rates, and everything
else are based upon a certain annual premium, a fixed amount at different

ages, a certain amount for straight life, certain other rates in the
endowment, etc., and the amount of money that could be saved by any
such subterfuge would not make up for the loss and damage that the
companies would sustain by such a radical change.

The Chairman. I have more in my mind the starting of a new com-
pany on that theory. I do not mean to start one myself.

Mr. Brosmith. I doubt, if any new company would start with very
bright prospects if its main object was to escape anything like a just

share of its taxation.

Now, if you will permit Mr. Pattison, he will address the committee
briefly

The Chairman. Just one moment. I have another letter here from
a representative of the Security Mutual Life Insurance Company, of

Binghamton, New York, in which he says:

The proposed amendment, amon^ other things, would undoubtedly compel the

paying of the tax on a good deal of insurance which is never actually taken. It is

impossible in thirty days to get in from all parts of the United States a report of poli-

cies sent out during the latter part of previous months; but this is only one of the

objections to it.

This was written to Mr. Ray, a member of Congress, and referred

to me. What do you say as to that?

Mr. Brosmith. I can say this: For many years, I can not recall just
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how many, certainly for twenty years past in the State of Ohio, in the

State of Missouri, in at least twentj', I can not call the States by names,

a tax similar to this upon premiums written have been collected and
they are being collected . now in sums at rates varing from 1 to 1^
and 2 to 2i, in some States upon the gross premiums and in some on
the net premiums, and they are collected without difficulty, without
friction, and without any such trouble as is suggested.

The Chairman. They are returned within twenty days after the

close of the month, are they?
Mr. Brosmith. The premiums, they are supposed to be collected in

thirty days, or sixty days at the outside, but if it is reported anually

it is not called for, except as reports of the insurance departments are

called for, on or before the first day of February, and that gives to

those companies fully thirty days after the last business day of the

year. If the other change was made, to quarterly reports, they would
not be obliged to report to the revenue department for at least thirty

days after the end of the quarter. Now any company can readily

ascertain how much business has been written and delivered in that

Eeriod. It can certainly tell very closely just how many premiums
ave been collected during that term, and I do not think there would

be any practical difficulty in the operation of the law in that respect,

and I am justified in saying that from the experience of the various
States in collecting taxes on a plan precisely like this.

Mr. Brosmith. Even then the companies would sustain a consider-
able loss, I believe, for the reason that it would be impossible to get
back anything like the amount of stamps that would be improperly
canceled. On policies for large amounts the companies could readily
get the rebate, because those policies must be returned by the agents
in order to secure credits for their own accounts from the office. But
when you consider the smaller policies—take railroads and workmen
policies, 75,000 or more written in a year, written by special agents
who carry their pad applications, paymasters' orders, and policies in
their pockets; they go in the workshop and write them at the desk or
on the benches, write them in the cab of the engine in the roundhouse,
they write them on the train or wherever they may find their men, and
the policies are delivered to the insured immediately, the insurance
begins at once upon the execution of the contract; well, on all these
policies and others to workingmen, 1 do not know how they would
ever get back.
The Chairman. How would a law operate that allowed the Com-

missioner of Internal Revenue to refund the stamps on policies not
used?
Mr. Brosmith. It would be considerable under the present law; it

would be a considerable saving to the company.
The Chairman. Under the present law the Commissioner of Internal

Revenue can not refund taxes because the Comptroller of the Treas-
ury says he must not, although the law provides for it. But suppose
there was a law which would enable them to control the Comptroller
of the Treasury ?

The Chairman. Those are actual deliveries.

Mr. Brosmith. But the policy may be spoiled and it may not be
delivered. It may not be taken. As soon as you deliver the policy the
man for some reason or other may say, "I do not care for that- I
want another kind; I will take another policy," and the stamps have
been put on and canceled as they should be, why there are some
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stamps upon which the company should have a refund, but the pre-
miums are small and on those policies possibly the amount of revenue
stamps might not be more than -i or 5 cents, but in the aggregate
75,000 or more in a year is very large. The refund arrangement
would be very convenient and would be valuable in so far as it went,
but I do not think it would enable the companies to get back what
they would lose.

If you will now hear Mr. Pattison, gentlemen of the committee, I
will be obliged.

The following is the bill (H. R. 6258), with the amendments sug-
gested by Mr. Brosmith:

[The amendments are in italics.]

A BILL To amend the act entitled "An act to provide ways and means to meet war expenditures,
and for other purposes," approved June thirteenth, eighteen hundred and ninety-eight.

Be it enacted by the Senate and House of Represemialives of the United States of America
in Congress assembled, That from and after July first, nineteen hundred, in lieu of

the stamp taxes now imposed by the act entitled "An act to provide ways and
means to meet war expenditures, and for other purposes, '

' approved June thirteenth,
eighteen hundred and ninety-eight, to which this is an amendment, and required to

be paid by adhesive stamps upon policies, renewals, and other instruments whereby
insurances are effected, continued, or renewed, each insurance company incorporated
by or under the authority of any of the United States of America, and each insur-

ance company incorporated by or under the authority of any foreign state or gov-
ernment, and which is transacting the business of insurance in any State or Territory
in the United States shall pay a special tax at the times and in the manner follow-

ing, to wit:

Life insurance companies: Each such life insurance company or corporation, or

the person whose life is insured or for whose benefit such policy is issued, shall pay annu-
ally the sum of eight cents, on the amount insured, for each one hundred dollars or
fractional part thereof, of every policy of insurance or other instrument, by whatever
name the same shall be called, whereby any insurance shall be made upoij any life

or lives, written and delivered to the insured by such company in the United States

during the period for which the return hereinafter mentioned shall be made: Pro-
vided, That in all policies for life insurance only, issued on the industrial or other

weekly or monthly payment plan of insurance, the tax to be paid shall be forty per
centum of the amount of the first weekly premium, or ten per centum of thefirst monthly
premium: And provided further, That the provisions of this section shall not apply to

any fraternal beneficial society or order, or farmers' purely local cooperative com-
pany or association, or employees' relief association, operated on a lodge system or
local cooperative plan, organized and conducted solely by the members thereof, for

the exclusive benefit of its members and not for profit.

Marine, inland, fire, casualty, fidelity, and guaranty, and other insurance com-
panies: Each such company or corporation, transacting the business of marine,

inland, fire, casualty, fidelity, employers' liability, plate glass, steam boiler, burglary,

elevator, automatic sprinkler, or other branch of insurance, except life insurance,

shall pay annually one-half of one per centum on the gross premium receipts on
risks written in the United States: Provided, That purely cooperative or mutual fire

insurance companies, carried on by the members thereof, solely for the protection

of their own property, and not for profit, shall be exempted from the tax herein

provided.
Sec. 2. That each such company or corporation shall, on or before the first day of

February, nineteen hundred and one, make a return, verified by the affidavit of its

president and secretary or other chief officers, to the Commissioner of Internal Rev-
enue for the six months ending December thirty-first, nineteen hundred, and there-

after on or before the first day of February in each year shall make a like return

for the fiscal year ending December thirty-first, which return, in case of life insurance

companies, shall state the gross amount of all insurances upon any life or lives written

and delivered in the United States during the period covered by the return, exc^t

that on business upon the industrial or other weekly or monthly payment plan, only the first

weekly or monthly premium shall be reported, and in the case of all other companies

shall state the amount of the gross premiums received during such period in cash or

notes, or otherwise, on account of policies or other contracts of insurance by what-

ever name known, issued, or renewed in the United States by the said company.
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Upon the receipt of such return, the Commissioner of Internal Revenue shall verify

the same and assess the tax upon the various companies upon the basis and at the

rate provided in the next preceding section, and shall collect the taxes found to be
due, as other taxes not paid by stamps under the act to which this is an amendment
are collected. If at any time the said Commissioner of Internal Revenue has reason

to suspect the correctness of the return so made by any such company or corpora-

tion, he may make an examination of the books and accounts of such company or

corporation for the purpose of verifying the statement.

Sec. 3. That each such company or corporation which carries on any business of

insurance for which special taxes are imposed by this act, without having paid the
special tax herein provided, shall, besides being liable for the payment of such
special tax, be deemed guilty of misdemeanor, and upon prosecution thereof shall

pay a fine of not more than five hundred dollars.

Sec. 4. That the part or parts of the act to which this is an amendment, in so far

as they conflict with the provisions or this act, are hereby repealed.

STATEMENT OF MR. JOHN M. PATTISON, OF CINCINNATI.

Mr. Pattison. Mr. Chairman and gentlemen of the committee, I

shall detain the committee but a very few moments. I represent the
Union Central Life Company of Cincinnati. We have no objection to

this bill if the amendment as proposed is adopted by your committee.
We are one of the companies that have been collecting the stamps off

the new policy holders, and we did it in accordance with the present
law, and, therefore, if this law is to remain as it is, simply changed in

reference to the section submitted here, why, that is all right, and we
are in favor of it. If it is changed in any other respect, we, of course,
would be opposed to it, but I do not think there will be any difficulty

about that. I do not know that there is any desire of the committee
to change the present law except by the collection of a tax instead of
stamps.
Now, if you will pardon me just a moment, we have collected this

off the new policy holders for the reason, as we understand the law,
that this is a tax on the paper, on the policy, if you please, that is

issued. The law said, " by the company who issue it or the person for
whose benefit it is issued." Now, the theory of our trustees, and our
attorney, also, after examining the law, was that this is a tax upon
this particular piece of paper which should be paid by these hew
policy holders, and that we had no right, if you please, to take the
money which belonged to the old policy holders to pay the taxes on
these policies; and therefore we said to the new policy holder, " You
will either pay it yourself or we will charge it against the new policy,
because we think that is what the Government meant in this particular
law." Therefore, we commenced and have proceeded in that way and
did our business in that way, by collecting the stamp off the person
who took the policy, and did not charge it against him.
That is our theory, and we think we are correct in it, and therefore

we did not want to change our manner of doing business; and, permit
me to say, other companies did the same thing; the Northwestern of
Milwaukee, did the same thing and several other companies did the
same thing, and some are still doing it. Some ceased it because the
agents objected to it; and, if you will pardon me, if you please, they
found it perhaps not very difficult to take somebody's else money to
pay this tax, instead of collecting it from the new policy holder and
therefore it was done. We have taken the other ground, as the other
companies did at that time, that the new policy holder should pay that
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tax oi- else have it charged against him, and not to take the old policy
holders' money in order to pay that tax. That is the theory upon
which we have carried it out.

Mr. Steele. It is the difference in the agents holding up the com-
pany or the company holding up the newly insured ?

Mr. Pattison. In our case it would be the holding up of the policy
holders; our policy holders get the profits, the money, as a matter of
fact, belongs to our policy holders, and we treat them all exactly alike,

and if we believed by this law that this was the sum that should be
paid out of the surplus, or out of other policy holders' money, we would
do so, but we do not think that is the intention of the law, and cer-
tainly it is not the spirit of the law, and, therefore, we have done it in the
way I state. It has been a matter of embarrassment to us in compari-
son with some other companies. We did what we thought was the
ri^ht thing to do by all the policy holders, and we only ask in this bill,

if it is passed, and we hope it will be passed, because these gentlemen
representing other companies are very much more affected than we
are, that the present law shall remain intact, just as it is, giving us the
same rights we have now. That is all we ask.

Mr. Russell. Do other mutual companies follow the same course
as yours ?

Mr. Pattison. No; they do not. The New York Life commenced
it, and the Northwestern, Milwaukee, and the New York Life is doing
it still. The other companies found it very difficult, and they simply
gave way and said, "We will pay," and they paid it, and they have
been doing so ever since.

Mr. Russell. Have the old policy holders found any fault with
them?
Mr. Pattison. You know how that is. There are thousands and hun-

dreds of thousands of policy holders and they say, "We do not know
anything about it," and as far as they are concerned they do not.

The question is, therefore, what we should do with other people's

money, and we think we are doing the right thing, although it is

embarrassing to us, but we are doing it successfully, and all we ask
now is to let the law in that respect remain where it is. We all know
the tax on life-insurance companies. Of course^ the tax on life-insur-

ance companies was placed much larger in the Senate than you gentle-

men had placed it in the House. If you had left it where the Mouse
placed it, it would have been much better for our life-insurance com-
panies. Nevertheless, the law is as it is, and we do not come her©
at this time to ask any change in it, and we ask, therefore, that this

section of the law shall remain just exactly as the present law is. 1

thank you, gentlemen.

STATEMENT OF MR. C. H. WOODWARD, OF BUFFALO, N. Y., PRESI-

DENT OF THE NATIONAL ASSOCIATION OF LOCAL FIRE INSUR-

ANCE AGENTS.

Mr. Woodward. Mr. Chairman and gentlemen of the committee,

I crave about five minutes of your time in behalf of about 600,000 citi-

zens of this country who are now licking stamps and canceling them
and trying to obey the present law. What we would ask for relief is

plainly expressed in this bill, aswe understand it. Of course our minds
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are not as legally educated perhaps as yours, and you will understand

the details of it, but under the present system it is practically inapos-

sible for an agent to comply with the law, and in many cases it is an

extremely difficult thing, and in all cases a very expensive and very
annoying thing, and the suggestion made by your honorable chairman
that there should be a rebate made to the companies upon these policies

not executed would not relieve us from the annoyance of having to

return those policies with a statement to the home office in order to

have a reduction made and come back to our credit.

The law now requires every agent to have a separate stamp account
with each company. A man comes in and he will say, "I want policy

so and so." It is written and the policy is executed, and then he says,

"I want it changed," and the stamp is destroyed; and now the tempta
tion is very strong on the agent to say, "Here the Government has

not lost on this transaction, and I will use that stamp again." And
they are used to a considerable extent. Again, in small places the

agent can not get stamps. The revenue officer has neglected to get
sufficient stamps. Well, the policy must be issued, and he issues it,

and he sends it 5, 10, or 15 miles without the stamp, and the chances
are the stamp never gets upon it.

In fact, what we ask would increase the revenues of the Government;
at any rate it will give the Government every cent they intend to col-

lect and want to collect and relieve the agent of an endless amount of
annoyance—annoyance which impairs our digestion, sours our temper,
and strains our consciences; and if you will favor us, the 500,000
pretty active, hard-working, hustling fellows, we do not ask any reduc-
tion of tax; we ask you to make it ]ust as it is. Now, there is a rule
of the department here, the Internal Revenue Department, that says
that every stamp of 10 cents or larger must be cut through. Now,
the spectacle of a man having to get the policy out, and put it down
and take up a jackknife or a penknife and cut it in this way, it seemis
to me would be as ridiculous as a man in a Western grain field trying to
reap a thousand acres of wheat with a siclde. There are stamp per-
forating machines, but it costs f2.50 to get one of those machines, and
these small agents can not afford it.

Now it seems to me the object of the Government is to get money
with the least trouble from the citizens as possible, and we believe this
law will do it ; that the Government will get every cent that it asks
for and you would relieve the agent of temptation, of annoyance and
.trouble, and of requirements that are practically at times impossible
to fulfill, and also do away with the temptation for leaving off stamps,
or putting on too few stamps, or reusing stamps, and also the tempta-
tion of washing stamps and having them used in that way.
Thanking you, gentlemen, for your attention, if you will give this

matter your kind consideration we will be obliged.

STATEMENT OF MR. L. 0. DELASHMTJTT, REPRESENTING THE
SURETY COMPANIES.

Mr. Delashmutt. Mr. Chairman and gentlemen of the committee
there is very little for us to say except that all the surety companies
are united in favor of this bill. We do not want to reduce the income
of the Government at all, but we simply want it to be so arranged that
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we can pay a tex to the Government with the least possible trouble.
1 represent quite a number of them, and all of them ask me to say that
to this committee. I know your time is limited and I will not say any-
thing more, but they are all in favor of it.

The Chairman. Do you happen to know, or does any other gentle-
man, how much this tax on insurance yields ; how much revenue it

yields?

Mr. Brosmith. I should judge on the business of this year it would
be about ^2,000,000. The business written in 1899 gave over a mil-
lion and a half, not taking into consideration the amount the companies
paj^ for their stamps upon checks and bonds and transfer of mort-
gages, etc. Just the insurance feature alone. So, on the basis of

1899, it must aggregate this year nearly $2,000,000.

STATEMENT OF MR. J. M. LAWFORD, REPRESENTING THE
CASUALTY COMPANIES.

Mr. Lawford. Mr. Chairman and gentlemen, at the risk of wearying
you by repeating what has already been said, I shall simply empha-
size the fact that we are not seeking to reduce our tax in the slight-

est, it is simply the method of collecting it. And it seems to me it

is very similar to what it would be if the Government were collect-

ing a tax on beer and would compel a man to put a stamp on every
glass of beer, instead of collecting it on the barrel. As the gentle-

man stated just now, there are over 500,000 local agents, that would
probablj' represent a million and a half together of gentlemen engaged
in the business, and we simply implore that you will stop collecting

from a thousand spigots, but collect a tax at one bunghole.

STATEMENT OF MR. RALPH BUTLER, OF PITTSBURG, REPRE-
SENTING THE ACCIDENT COMPANIES.

Mr. Butler. Mr. Chairman and gentlemen of the committee, there

is very little to be said, after what has been said, excepting we object

to paying taxes upon a process. The revenue tax collected upon a

completed article is probably the simplest way in which the Govern-
ment can collect its taxes, but the issuing of a policy is simply a mere
process to get business. In our business particularly, we do our
business under high pressure. The agent and the special agent goes

out and checks off business, as we might say. Suppose he gets an
application and he has got the policy there for delivery. The man
wants a little time. If ne does not put on the stamp then, the man
says, "Well, they distrust my credit." If he does put on the stamp,

many a time that policy never applies for an hour; never is paid for;

never is in force.

Now, if this bill was passed, the Government would collect its reve-

nues from some 20 cities in the United States instead of collecting

it from every little hamlet. It would be possible for the Government
to have a complete check off on its business, which it has not to-day.

Now, in the usual premium business, take the liability business, where
the premium was several thousand dollars to the companies, represent-

ing a hundred or two hundred dollars in stamps, it is possible and
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th^re is a temptation to the agent to defeat that tax and never pay
revenue on the policy at all and the Government be defrauded of its

revenue, and what check off has the Government? Once a year we
make a sworn statement of our premium returns. A comparison of
our tax returns with that sworn statement would show to a penny almost
whether we had paid our taxes or not.

It would not only simplify the Government process of getting hold
of their money, but please, as the gentleman has said, 500,000 active
working men throughout the country, and there is nothing that dis-

pleases a man so much as to feel that the Government imposes upon
him unnecessary work. We may be the best of loyal citizens and be
willing to give our money just as freely as any other class, but we do
not want a check off for every halfpenny of expenditure all over the
country, simply to please the Government, when it is not necessary,
and we sincerely trust that you will pass or let this bill go to the
House for passage. I thank you, gentlemen.

Thereupon the committee adjournedi
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MEDICmAL PROPRIETARY ARTICLES AND
PREPARATIONS-WAR REVENUE LAW.

Committee on Ways and Means,
Tuesday, April 17, 1900.

The committee met at 10 o'clock a. m., Hon. Sereno E. Payne in
the chair.

The Chairman. This meeting was called this morning for the pur-
pose of a hearing in respect to certain articles under Schedule B, of
the war revenue Taw, particularly proprietary medicines.

Bill (H. E. 7093) under consideration as follows:

a bill to remove the tax on proprietary medicines, and so forth.

Be it enacted by the Senate and House of Representatives of the United States of America
in Congress assembled, That the tax upon medicinal proprietary articles and prepara-
tions, and upon perfumerjr and cosmetics and other similar articles, as imposed by
Schedule B, following section twenty-five of "An act to provide ways and means to
meet war expenditures, and for other purposes," approved June thirteenth, eighteen
hundred and ninety-eight, be, and the same is hereby, repealed on and after the first

day of July, nineteen hundred.

STATEMENT OF MR. THOMAS WOOTEN, SECRETARY OF NATIONAL
ASSOCIATION OF RETAIL DRUGGISTS.

Mr. Wooten. Mr. Chairman and gentlemen of the committee, the
organization which I represent as its secretary, the National Associa-
tion of Retail Druggists, has now a membership of somewhat less than
20,000.

_ _
.

Inasmuch as the trade conditions under which the druggists of the
entire country are doing business are exactly the same as those that

afflict the members of our organization, and knowing as the result of
correspondence that has reached every part of the country the senti-

ment that exists universally, I feel that I and the gentlemen who
appear with me here to represent our branch of the drug trade have
the very best of reasons for claiming to speak for the entire 38,300
retail druggists of the United States.

These people are watching with the keenest interest the decision of

this committee as to the repeal of the tax on medicinal preparations

levied by the war-revenue measure of June, 1898, an interest born of

the wholly reasonable expectation that, when the committee fully

realizes the extent of the burden placed upon them by the operation

of this law, a burden unjust and discriminating, and as it is now
unnecessary, the relief for which they plead will be forthcoming.

The classes affected by the law are the manufacturers of proprietary

5
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medicines, the manufacturers of surgical dressings, and the wholesale

and retail distributers of these goods. To the latter class belongs the

retail druggists, the final distributers of the proprietary remedies

known to the public, and, for the most part, manufacturers themselves

in a limited way of proprietary medicines as well as the distributers of

remedies not proprietary, upon which, on account of the rulings of the

Internal Revenue Department, they are required to place stamps.

The classes I have mentioned are all represented here, and in order

to place before you the entire subject of repealing this tax in the way
most conducive to a clear understanding of it, and with as little loss

of time as possible, I shall introduce a representative of the Chicago

Retail Druggists' Association, a man thoroughly conversant with all

phases of the question. Mr. Englehard, who will follow me, will give

you a succinct statement of the position with reference to this tax of

the respective branches of the drug trade, after which the representa-
*

tives of these several interests will verify the statements made as to

the operation of the law in their respective branches of the drug
business.

Now, Mr. Chairman and gentlemen of the committee, I will intro-

duce Mr. George P. Englehard, of Chicago, who will discuss this bill

for you.

STATEMENT OF ME. GEORGE P. ENGLEHARD, OF CHICAGO.

Mr. Englehard. Mr. Chairman and gentlemen of the committee,
I have the honor to speak for the various branches of t^ drug trade
in behalf of the repeal of the taxes on the products embraced in Sched-
ule B of the war revenue act—taxes so unjust and burdensome that,

though tolerated without protest during the exigencies of war, when
the spirit of patriotism rose high above even considerations of wrongful
discrimination and personal injustice, are now deemed wholly indefen-

sible, in view of the cessation of active war expenditures and the grow-
ing Treasury surplus.

That we may have clearly before our minds the purport and effect

of the revenue clause under consideration, I beg to quote its essence
as follows:

The stamp taxes provided for in Schedule B (embracing medicinal
preparations, perfumery, and cosmetics, chewing gums, sparkling or
other wines) shall, apply to all articles, compounded by any formula,
published or unpublislied, which are put up in "style or manner sim-
ilar to that of patent trade-mark, or proprietary medicine in general,
or which are advertised on the package or otherwise as remedies or
speciiics for any ailment, or as having any special claim to merit or to
any peculiar advantage in mode of preparation, quality, use or effect."

A special proviso exempts from tax any " uncompounded medicinal
drug or chemical" and any medicine compounded for a person by a,

druggist on the written prescription of a practicing physician or sur-
geon.
The clause quoted marks an essential difference between the present

act and that of 1862 on this subject. Its language is made to embrace
not only the proprietary articles specifically enumerated in Schedule B,
but all medicinal articles of wha,tsoever nature "put up in style or man-
ner of a proprietary medicine." This phrase, as interpreted by the
Commissioner of Internal Revenue, has been made to include not only
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all medicinal articles protected by trade-mark or patent or secret proc-
ess, but practically all articles having any suggestion of medicinal use
when prepared by the druggist and kept in stock ready for sale includ-
ing even the simplest remedies like tincture of arnica, hamamelis,
etc.—remedies sold under their popular titles and devoid of all pre-
tense of secret composition or proprietary right.

The tax, therefore, is vastly broader in scope than that under the
foi-mer revenue law on this subject, which was limited to proprietary
medicines or those of secret composition. It strikes practically all

drugs and medicines save those dispensed on a physician's prescription.
It is consequently not a patent-medicine tax, but a tax without dis-

crimination upon all prepared remedies just as would be a special tax
upon the entire package stock of the grocer or of the dry goods or
hardware merchant.

It is said that the intent of the act was primarily to tax patented
medicines, when, as a matter of fact, there are practically no American
patented medicines in the market, the only remedies of the patented
class sold in this country being the vast and increasing host of foreign
synthetics, which, by a strange anomaly, are specifically exempt from
taxation as being " uncompounded chemicals." " Schedule B," there-

fore, violently reverses the principle ofjprotection to domestic industry
and trade by chaining American manufacturers and merchants to a
ruinous system of taxation while graciously according full freedom to

the manufacturers of a nation perhaps least entitled to the distinction

on the principle of reciprocity.

Mr. GrEOSVENOK. My friend, if that statement is to be printed I

think it ought to be modified. Every one of these foreign affairs you
speak of have been taxed. They pay a duty when they come in, and
a pretty high duty, too.

Mr. Englehakd. That is, you mean the tariff duty?
Mr. Grosvenok. Certainly.

Mr. Englehard. This is internal revenue.
Mr. Grosvenor. It is just the same thing. You say that they are

not taxed and you are taxed, but they are taxed five or six times as

high as you are; eight times.

Mr. Englehard. That is simply a tariff' tax.

Mr. Grosvenor. But you are paying no tariff tax and they do pay
it. You faU to recognize that there is a duty, and a very high duty,

on every one of these articles.

Mr. Englehard. But the gentleman will remember on other prep-

arations which do pay tariff there is in addition an internal-revenue tax,

excepting noncompounded chemicals. There is an addition to that on
all other articles which pay a tariff and also the internal-revenue tax.

Mr. Grosvenor. You mean to say if you import articles from
abroad you pay duty on them
Mr. Englehard. Yes, sir; and in addition there is the internal-

revenue tax, except on uncompounded chemicals.

Mr. Grosvenor. Do you import patent medicines from abroad and
then sell them?
Mr. Englehard. They would be subject to internal-revenue in this

country; yes, sir.

Mr. Grosvenor. Then we tax the foreign producer?

Mr. Englehard. Excepting only in the case of uncompounded
chemicals. The statement is literally correct that the only patent med-
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icines in the American market are the medicines specifically exempt
from internal-revenue duty.

Mr. Gkosvenoe. Yes; tiut they pay a very high tariff dutj--, too.

Mr. Englehaed. It was no doubt assumed that the Schedule B taxes

would chiefly fall either upon wealth}^ manufacturers of medicines in

the enjoyment of proprietary rights assuring permanent protection in

large profits, or that the taxes would be passed along to jobber and
retailer and finally fall upon the mass of the people. Special taxation

of an honorable class of manufacturers or of a most worthy class of

business men engaged in a calling combining business and professional

responsibilities of the gravest moment to the public was evidently not

contemplated. The purpose of the act has clearly miscarried.

The tax falls with crushing force upon scores of manufacturers who,
seeing that the tax could not under existing trade conditions be passed

to the consumer, but that it would, if added to their prices, fall with
cumulative effect upon the retail druggist, generously assumed the

entire burden themselves by paying the tax and making no compen-
sating advance in their prices.

The prescribed rate of 2^ per cent on the retail value of their prod-
ucts is equivalent, assuming that the manufacturer's selling price aver-

ages 40 per cent below the nominal retail price, to fully 4 per cent on
the manufacturer's gross sales.

Mr. Gkosvenoe. If you will allow me, I would like to get. at the
facts. Here is a statement, and I want to see if you all agree about it

in the light of what you have just now stated.

Wlien Congress enacted the war-revenue act of June 13, 1898, it was the general
impression, or in fact was assumed, that it was the intention of its members, by
voting for said act, that the burden of taxation should fall upon the consumer and
thus be distributed extensively, and not fall to any appreciable extent upon any one
person.

Placing this construction upon the measure, we advanced the price of our products
to a figure equal to the cost of the revenue stamps, shifting the tax upon the jobbers
or wholesalers, expecting them, in turn, to advance their prices to retailers corre-
spondingly, and the latter to advance their retail prices, thereby making the consumer
pay the tax in the end.

After four months' experience, we found this plan impracticable. The retailers

were unable to obtain the advance. Consequently we, as manufacturers, were con-
tinually in receipt of protests from not only individual retailers but from organiza-
tions of retail druggists throughout the country, requesting the restoration of old
prices, as they could not afford to stand the advance, as it would cut down their
profits on the goods of our manufacture to such an extent that they would not be
justified in handling same. As a consequence, we appreciated their position and
concluded to stand the tax ourselves, knowing full well the sharp competition that
exists in their line.

Is that a true statement?
Mr. Englehaed. Yes, sir; in the case of very many manufacturers.
Mr. Geosvenoe. This goes back on the manufacturer and does not

aft'ect the retailer or consumer?
Mr. Englehaed. In cases of that kind, yes, sir; but I shall show a

little further along just about the percentage of manufacturers who
fail to maintain the advance.

This is a fixed, remorseless tax, to be paid regardless of business
profits or losses. It is infinitely worse in principle than an income
tax, because its exactions must be met, even though there be no in-
come, but, on the contrary, a positive loss.

Assuming, however, that a business ispaying what would be esteemed
a most prosperous net profit—15 per cent—it will be seen that this tax
of 4 per cent is equivalent to over 25 per cent of the net earnings.
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Propose such a tax in plain, open terms, upon any industry and how
universal would be popular condemnation of its iniquity. It is, how-
ever, none the less open to condemnation that the true nature of the
tax is concealed in indirect verbiage which, under existing trade con-

ditions, is given the most direct force and effect.

We have thus far referred to those manufacturers who have elected

to pay the tax themselves, representing perhaps 20 per cent of the total

number in the country computed by the volume of their sales. The
remaining 80 per cent ha^e, like the telegraph and express companies,
simply added the tax to their former prices with an additional advance
in manj" cases to cover the expense of affixing the stamps. The jobber
has passed it to the retailer, who can pass it no further, and to whom it

has become a burden so hea^'y and intolerable that his petitions for
relief must be heard.
Of the total revenue derived from Schedule B, 15,200,000 for the

fiscal year ending June 30 last, probably not less than $3,200,000 was
paid by the 38,000 retail druggists in the country, an average of
about $85 per capita. Why does not the druggist transfer all, or at

least a part, of this huge burden to the people? He can not. Pro-
prietary articles usually have their retail prices on their labels, and to

collect an extra li or 2| cents from the purchaser is manifestly imprac-
ticable. Druggists are, moreover, obliged, as before stated, to stamp
every package of prepared medicines manufactured or compounded
bj- themselves. Why this special discriminating tax on medicines ?

Why tax medicine, proprietarj"^ or otherwise, and not foods and cloth-

ing and jewelry?
We ask you, gentlemen of the committee, if this is not class legis-

lation so palpable and so destructive of individual equality before the
law as to find an excuse onlj' in the haste with which the war measure was
necessarily enacted, an excuse which at this time lends additional

emphasis to the justice of immediate repeal as a measure of simple
equity to manufacturers of proprietary medicines, of surgical dress-

ings, and other articles, and to the retail druggists of the country who
now as resolutely petition for relief as they formerly submitted with
patriotic patience to the injustice inflicted upon them and their business.

Mr. Underwood. Is not the entire bill class legislation, the other

items in the bill affecting

Mr. Gbosvenor. Take the tax on beer, for instance.

Mr. Englehard. I shall touch on that point, gentlemen of the com-
mittee, I believe, in a manner which will answer the question.

How grievous is the burden a brief, though necessarily approximate,
calculation will indicate. The sales of the average druggist in the

average country town aggregate about $15 per day, or about $5,000 a

year. About 60 per cent of this total consists of taxable articles, or

$3,000; 20 per cent of this is borne by the manufacturers, who failed

to add the tax to their prices, leaving $2,400 on which the druggist

pays the tax. By reason of prevailing cut rates, averaging 20 per

cent, the taxable value of this $2,400 would be represented by $3,000

on which the tax at 2^ per cent would be nearly $76. His net profit

on a business of $5,000 would probably not exceed $1,000, out of

which he would pay $76, or 7i per cent of his net income. And this

despite the fact that he is paying his full pro rata of all the other

special taxes—on his alcohol, so largely used in his business; on every-

thing for which other citizens are taxed. Why this special and inde-

fensible 7i per cent income tax on men who have special claims to
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exemption from the burden, since if they transferred it to their pat-

rons it would fall upon those who merited still less the infliction—the

needy, sick, and the suffering?

It may be asked what guaranty has the retail druggist that the man-
ufacturers, who have advanced their prices to cover the cost and expense

of the stamps, will restore their former prices on the repeal of the tax.

To this we reply that an alert sense of good business policy would
unquestionably cause a prompt restoration of prices; but in the highly

improbable event that it should not, the druggist wojild still secure

freedom in the preparation and sale of domestic remedies of his own
manufacture, and thus be relieved of an important part of his present

burden.
Did the National Treasury require the retention of the revenues from

Schedule B, some justification might be found for failure to sanc-

tion its repeal; but with Government receipts averaging for the past

eight months $7,839,396.66 per month in excess of all expenses, and
with a net cash balance on hand available for any emergency of about

$150,792,995, what justification can be found for perpetuating so

oppressive a tax on druggists and manufacturers when its repeal would
cause a reduction of less than one-third the surplus for the single

month of March?
Did the repeal of the taxes in Schedule B mean the logical exten-

sion of similar relief to other industries and professions the case might
be different; but we call especial attention to the fact that substantially

all classes of feixes specified in Schedule A—those on bonds, agree-
ments, checks, drafts, express or freight bills, telephones or telegraph
messages, deeds, insurance policies, leases, and the like—are directly or
indirectly borne by the general public and by druggists and manufac-
turers of medicines equally with other merchants and manufacturers.
The taxes of Schedule B are an extra and discriminating tax on a class,

and therefore merit consideration independently of other taxes and
without reference to the repeal or modification of any other tax.

Against the imposition of the taxes of which we now speak the
37,000 retail drug stores of the country, each in most instances a sort
of local forum, might perhaps have gained a hearing; but a patriotic
impulse commanded silence in the belief that, with the restoration of
peace and satisfactory Treasury balances. Congress would quickly
remedy the injustice. In this belief we appear before your honorable
committee to-day; we ask for the repeal or modification of no taxes
which apply to us in common with other citizens; we stand ready to
bear our full share of the burdens of taxation in times of war or of
peace; we ask no discriminating favors at the hands of the Govern-
ment, but we respectfully assert our right to exemption from the
ruinously discriminating taxation enacted in Schedule B, and we ear-
nestly appeal to this committee for such action as shall promote earliest
possible repeal.

The Chairman. Did I understand you to say that no similar tax was
imposed by that law on these goods imported ?

Mr. Englehard. The only exemption is that which obtains through
the clause of this internal-revenue act excepting uncompounded chem-
icals. These German sympathetics are admitted by the Internal-Reve-
nue Department—uncompounded chemicals like phenacetin, sulphenol
etc.—and therefore are specifically exempted from tax, and they are the
only class of medicines which are.
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The Chairman. Uncompounded mixtures of the same kind are
exempt in this country ?

Mr. Englehard. We have no remedies of analogous character in

this country, but they would be exempt if we had remedies of that
character.

The Chairman. A large portion of this class of articles imported
do pay intei'nal-revenue taxes ?

Mr. Englehard. Yes, sir; all medicines except uncompounded chemi-
cals.

The Chairman. The language of the law is the same in regard to
these articles as with regard to tobacco manufactured, or beer, or any
other commodity which is imported ?

Mr. Englehard. Yes, sir.

The Chairman. So that your statement was rather sweeping in the
outset, was it not'^

Mr. Englehard. With regard to what?
The Chairman. Stating that we had exempted from taxation similar

articles which were imported, making a discrimination against our
citizens.

Mr. Englehard. I did not desire to convey that impression.
The Chairman. That is the impression I got.

Mr. Englehard. The impression I desired to convey was that we
have no patent medicines in this country of American manufacture.
The only patent medicines in this country are of foreign origin—in

fact, German—and therefore it so happens by a strange condition that

the only patent medicines on the American market are exempt from
duty and are of foreign manufacture.
The Chairman. Our proprietary medicines in this country are

usually simply following out patent medicines on which patents had
expired?
Mr. Englehard. No, sir; there are very few of them I recall now

which rest upon a patent for their protection.

The Chairman. It rests upon the trade-mark?

Mr. Englehard. Yes, sir.

Mr. Grosvenor. You stated that the telegraph companies had
advanced their rates so as to make good the amount of the tax?

Mr. Englehard. Yes, sir.

Mr. Grosvenor. The telegraph companies do not pay any tax.

Mr. Englehard. Unfortunately they are required to pay tax on

messages, but the transmitter of the message is required to pay the tax.

Mr. Grosvenor. The same is true of express companies.

Mr. Englehard. Yes, sir.

Mr. Grosvenor. Both telegraph companies and express companies.

Mr. Englehard. Yes, sir.

Mr. Grosvenor. They have not increased their rates.

Mr. Englehard. But you are required, when you send an express

package, to attach a stamp to the express receipt. They have trans-

ferred the tax to the transmitter.

Mr. Grosvenor. The law transferred it; that is the law.

Mr. Englehard. My statement was that these companies had trans-

ferred the tax—did not stamp it themselves, but had transferred

the tax.
*

Mr. Grosvenor. The law transferred it. The law made it the duty

of the shipper to pay the tax; that is the law.
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Mr. EiCHAEDSON. Is that right, General Grosvenor?
Mr. Grosvenor. The Supreme Court so decided yesterday. I hap-

pened to be ahead of you on that.

Mr. Richardson. I had not heard of it.

Mr. Grosvenor. The Supreme Court decided the shipper must pay
the tax.

Mr. Englbhard. The point I made in that case was that the con-

sumer pays the tax and
Mr. Grosvenor. The point you made was the express and telegraph

companies had advanced their rates to the extent of the stamp tax.

Mr. Englehard. Indirectly, by requiring a stamp on every message.
Mr. Grosvenor. Indirectly; that is not directly.

Mr. Tawney. Do the wholesale druggists or these proprietary medi-
cine establishments uniformlj' extend the tax to the retailers, or do
some of them pay it themselves ?

Mr. Englehard. About 20 per cent, according to the volume of
sales, have failed to advance—of course the statement will be
approximate on this point—and about 80 per cent have added the cost

of the stamp, and in many instances the cost of fixing the stamp, to

their price to the jobber, and the jobber puts it on the retailer.

Mr. Tawney. Some have advanced in price awaj^ beyond the
amount of the stamps, have they not?
Mr. Englehard. Yes, sir.

Mr. Tawney. And use the fact of their being required to stamp
the medicines as an excuse for doing so ?

Mr. Englehard. Yes, sir.

Mr. Tawney. Do you think the retailers will get the benefit of
reduced prices, then, if we repeal this law now?
Mr. Englehard. As I have stated, trade conditions would compel

the manufacturers to lower the prices.

Mr. Grosvenor. Why did not trade conditions compel these men to
pay the tax? Here is a great Baltimore house, which says they at once
put the stamps on and did not advance their prices.

Mr. Englehard. Because these proprietary articles are not, as a
rule, directly competitive. You go to a store and you ask for Hood's
Sarsaparilla. You ask for Hood's, not Ayer's, and you can not sub
stitute one for the other without imposing—^

—

Mr. Grosvenor. This house says they have branches in Chicago,
New York, San Francisco, Atlanta, London, and Paris. It is, appar-
ently, a very large establishment, and they sav they pay their taxes.
Mr. Englehard. Many houses have done tliat. I presume a major-

ity of the houses represented here to-day have not added the Govern-
ment stamp to the price of their goods. I am in receipt, and I could, if
time would permit, give the testimony of a great many firms who will
state, and will state under affidavit if required, that from 50 to 75 per
cent of their net profits are consumed by the payment of this tax. I
believe there are gentlemen here to-day
Mr. Grosvenor. You say there are about 38,000 retailers, retailing

how much each per annum?
Mr. Englehard. I should say, for the average country druggist,

about f5,000.
Mr. Grosvenor. Have you ever figured to see how it would figui-e

on 7i per cent, to find out what it would amount to? Now, take these
38,000 men selling $5,000 worth on an average, and figure that up and
take 7i per cent and see where you would be.
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Mr. Englehard. Well, 1 have not computed it.

_
Mr. Grosvenoe. There is not a single article that is taxed anywhere

like 7i per cent, is there?
Mr. Englehard. On a single item. I say the taxes on the net prof-

its will amount, as I have stated in the case of retail druggists, all the
way from 25 to 75 per cent on the net profits. The gross on sales is

2i per cent. The druggist buys a preparation which he sells at a dol-
lar retail, and the tax is two cents and a half.

Mr._ Grosvenor. What does he pay for it—what does he pay for the
proprietary article which he sells for a dollar 'i

Mr. Englehard. About 68 cents. Now, in the larger cities he will
sell that at 70 or 75 cents. The stamp tax on that will be 2i cents on
the doUar. Now, say he actually sells that at 80 cents, but the retail

price being a dollar, he must pay the tax at the dollar rate. Now, he
will make on the bottle of patent medicine costing 66 cents, which he
sells for 75, 9 cents, and on that profit of 9 cents he must take out
not less than 3 cents, which is a tax of one-third of the profit on that
single transaction.

Mr. Steele. There is an advance aside from the revenue tax of
20 to 25 per cent in these goods?
Mr. Englehard. On many drugs and chemicals; yes, sir.

Mr. Steele. Did it ever occur to you to unite against paying more
than 19 per cent instead of 20" per cent—trying to see if you can not
get a reduction?
Mr. Englehard. From the manufacturers ?

Mr. Steele. As I understand, you propose that the Government
shall reduce this tax or repeal it so far as it refers to your goods; that
then you propose to unite in making them reduce the price equal to

the amount of the tax. Why not try before this reduction comes to

see if you can not get a reduction on the 20 per cent rather than on the

7i per cent ?

Mr. Englehard. The retailers of the country have the assurances
that the leading proprietors will restore the old prices, and even
though they should not do so the retail druggists would still secure a
relief on their own remedies.
Mr. Steele. I have gotten an entirely different notion from your

statement, and I presume it is correct, from what 1 have ever had
before on the subject of retail druggists. I would have supposed, from
the information I have, that the gross profit was nearer 50 per cent
than 25.

Mr. Englehard. Not if you are a credit man in a wholesale drug
house.
Mr. Wooten. Mr. Chairman, we have representatives of quite a

number of State pharmaceutical associations, and we would like to

have you know that they also voice the same sentiment. Now, I would
like to introduce to you Mr. John C. Gallagher, of Jersey City.

STATEMENT OF MR. JOHN C. GALLAGHER, OF JERSEY CITY.

Mr. Gallagher. Mr. Chairman and gentlemen of the Ways and
Means Committee: I do not know that I can add anything to the last

speaker's remarks. I represent the New Jersey Pharmaceutical Retail-

ers' Association, composed of 400 retailers of the State of New Jersey,

and there are probably in the neighborhood of about 800 pharmacists,
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and I feel that each indmdual pharmacist would ask the repeal of this

tax. I also represent the Jersey City Druggist Association, which is

composed of 80 members. I do not know that I can add anything to

the remarks of the speaker who just preceded me.
The Chairman. Is it not a fact that a great manj^ retail druggists

have proprietary medicines of their own?
Mr. Gallaghee. Yes, sir.

The Chairman. Most all of them?
Mr. Gallagher. AVhat we call household remedies—cough mix-

tures, salves, and various other preparations of that character.

The Chairman. And they pay that part of the tax; that is borne by
them?
Mr. Gallagher. Yes, sir.

Mr. Tawnet. Do they add that tax to the price of the article ?

Mr. Gallagher. No, sir; the public will not stand it.

The Chairman. In my own town for the past month the druggists
are advertising cut rates on proprietary medicines, and I understand
they are selling at a much lower price than they used to get for them.
Now, how can they do thait business with that tax?
Mr. Gallagher. With reference to the statement made a few

moments ago with regard to the net profits of the retail druggists
being 50 per cent, I have been in the drug business for the last twenty
years, and I want to say that if I can get a net profit of 15 per cent on
all my different articles I sell I would be well satisfied. It is utterly
impossible to-day in the large cities to get anywhere near a fair margin
of profit out of proprietarj'^ goods, and I think every retail druggist
here will say the same as I do, that it is impossible.
The Chairman. You mean to say 15 per cent on proprietary medi-

cines ?

Mr. Gallagher. On all lines.

Mr. Tawnet. You do not mean a net profit of 15 per cent?
Mr. Gallagher. Yes, sir: a net profit of 15 per cent.

Mr. Hopkins. Is it not a fact that manj^ drug stores do not make a
net profit of more than 2 or 3 per cent?
Mr. Gallagher. It is very true.

Mr. Hopkins. I mean drug stores over the country generallj'. Some
store may be favorably located, where they make 15 or 20 jper cent;
but, on the average, is it not a fact that the margin of profit is exceed-
ingly small?

Mr. Gallagher. The majority of the druggists are making a verj^
small profit.

Mr. Grosvenor. I am very glad to see there are so many repre-
sentatives of the drug trade here. I speak only for myself, but Avhen
this law was passed I certainly had no conception of the construction
that has been put upon it, and I do not think any other gentleman
connected with either House when they put the language

—

are held out or recommended to the public by the makers, vendors, or proprietors
thereof, of proprietary medicines or medicinal proprietary articles or preparations, or
remedies or specifics for any disease, diseases, or affections whatever affecting the
human or animal body, as follows, etc.

,

that it was intended that that was to be construed as it has been as to
the meaning of proprietary medicines which should receive the tax.
When I first heard—and a gentleman here told me the first time I heard
of it, a druggist in my district—that tincture of arnica was taxed
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because they put on it that it was good for cuts, wounds, or bruises, I

could not believe it; but I found out that they did it, and I believe if

the druggists had stood out against it in the courts the Commissioner's
instructions would have been held to be invalid; and I am sure nobody
thought paragoric, simply because it was stated that it was good for
the bellyache, would be called a proprietary medicine, and that never
was intended.

A Bystander. How would j^ou hold out against the Commissioner's
ruling i

Mr. Grosvenor. Appeal from it, paj- the tax, and bring a suit.

Mr. Gallagher. The Treasury Department has ruled that the
extract of witch-hazel and directions for use in diseases is taxable, or
where a person says it is a certain make of witch-hazel that is taxa-

ble; that there is a proprietary right in regard to that witch-hazel, but
if I put on a plain label stating that it is extract of witch-hazel, and
bottle it so, it is exempt from tax.

Mr. Grosvenor. That makes the whole thing ridiculous.

Mr. Gallagher. It seems ridiculous. Now, on petrolatum we pay
three taxes. The manufacturer pa3's taxes on the gross receipts, the

barrel has a stamp, and then when it is placed in small bottles to be
sold a stamp has to be put on again. That is three times taxed. The
internal-revenue officer of Jersey City stated we were compelled, since

the package lost its identity, to place a new stamp on it after it was
removed from the original package.
Mr. Hopkins. The chairman asked you if each druggist over the

country did not manufacture certain preparations and sell them, and I

think you stated that that was so. Now, that is a small part of your
proprietary medicines as compared with what you get from the

manufacturers ?

Mr. Gallagher. In some stores it is and in some it is not. Some
stores have a very large sale for their own remedies—manufacture their

own proprietary articles.

Mr. Hopkins. That is limited to a few. The average country drug-

gist buys and does not manufacture, and he is compelled to pay the

tax that ought to be paid by the manufacturer.
Mr. Newlands. Do you know what the total amount of the tax

from drug's was under this schedule?

Mr. Gallagher. Mr. Englehard, who preceded me, can answer
that question.

Mr. Englehard. Including wines, about $5,200,000 for the fiscal

year ending June 30 last.

Mr. Hopkins. Paid by the retail druggists?

Mr. Englehard. Not all, but about $3,200,000 was paid by the

retail druggists.

Mr. Tawnet. Including mineral waters, too ?

Mr. Englehard. Yes, sir; it includes medicinal wines.

STATEMENT OF MR. FELIX HIRSMAN.

Mr. HiESMAN. Mr. Chairman and gentlemen of the comimittee, I

have the honor to represent the great State of New York as far as

druggists are concerned, and on behalf, gentlemen^, of that State, I can

only say that we each and everyone indorse the argument so ably
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presented by Mr. Englehard, and it would be folly for me to attempt
to add anything else. I think he has stated it so completely, and gone
into it in every detail, that I will refrain from saying another word.

If the chairman would like to have any information I can give, I am
very willing to answer to the best of my ability.

Mr. Hopkins. What is the condition of the retail druggists in the

State of New York generally ?

Mr. HiRSMAN. As far as New York is concerned I think the condi-

tion of the drug trade is a very deplorable one. The great obstacle

we find is the department store, which has especially picked out the

manufactured drugs and the proprietary articles for sale to use as a

lever for the sale of their other goods, and as those articles have prices

printed on them they make an object of selling them at such a low
figure that it is lower than the price the ordinary retailer of drugs can
purchase them for, so that it would be, in fact, an advantage to purchase
them directly from the department store rather than from the jobber.

Mr. MoClellan. And it has almost ruined their trade in patented
medicines ?

Mr. HiRSMAN. Exactly so. Many of the department stores are

beginning to push in a prescription department, employing registered

clerks to conduct that department, in the same way that they sell on
cheap lines, which makes it a very difficult task for the retail drug-
gists to-day to make a living or to make a profit out of it. In some
small places in the smaller towns they are better protected that way.
But that is at present the condition of the drug trade in the State.

Mr. McClellan. Have you the statistics to show to the committee
how many retail drug houses there are in the State of New York ?

Mr. HiRSMAN. I think that there would be about 3,800. I remem-
ber of having heard that at the last State convention we held in the
State of New York. I thank you, gentlemen.

STATEMENT OF MR. R. I. EADS. REPRESENTING THE INDIANA
PHARMACEUTICAL ASSOCIATION.

Mr. Eads. Mr. Chairman and gentlemen of the committee: It is

scarcely worth while to say very much more except for Major Steele's
benefit. I think that all the retail druggists in Indiana are expecting
Major Steele's very hearty support in fliis matter and also the rest of
the committee. Indiana is a great medicine maufacturing center, and
the retail druggists and manufacturers and wholesale druggists have
all expressed uiemselves very enthusiastically at a few meetings that
they have had in the past year, and they are all feeling the burden of
this tax to a very great extent.

We have in Indiana something over 3,000 retail druggists, a number
of wholesale druggists, and a number of quite lax-ge manufacturers,
some of whom are represented here to-day. And we feel, as I say,
the tax particularly, in Indiana, because it is not only quite a large
center for manufacturers but quite a large market for the patented
medicines, and our local conditions are such that the profit is reduced
to the minimum, and therefore when I saj' we feel it to an unusual
degree I believe the statement can not be contradicted successfully.
Our proportion of this tax has been so great that it has been absolutely
destructive to the business, directly attributable to that I believe, of a
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great many retail druggists, and we feel there is no particular section
of the country that needs redress and relief from it to a greater extent
than we do; and I haye recently attended several meetings of the retail

druggists of the State, who are universallj^ in favor of this, and not
only the retail druggists, but 1 have never yet heard anyone connected
with the drug trade who did not express himself as believing that it

was an unreasonable and unjust tax at the present time. I thank you,
gentlemen.
Mr. Tawney. Allow me to ask just one question. If I understand

the retail druggists, they state that this is a war tax, and the war being
over, the Government having a surplus revenue, independent of this

tax, which it derives from other sources, that you could be relieved
from this burden without any detriment whatever ?

Mr. Eads. Without anj- detriment to the Government, it having
alread}' accumulated a large surplus, and the outlook being for a con-
tinued large surplus, according to the recent statement of the Secretary
of the Treasury.

]Mr. Steele. You are also aware that ever}- other interest would
come in here and make the same claim ?

Mr. Eads. That might be so. The liquor interests have made many
exhortations for relief on their lines, but the Government has never
seen fit to relieve them from the payment of taxes for the sale of alco-

hol; but on medicines the presumption is that they tax sick people,
people already alHicted, and increase their burdens.
Mr. Steele. Proprietary medicines manufactured by the druggists

in Indiana are of superior qualities ?

Mr. Eads. They are.

Mr. Steele. Which accounts for the fact that so much is made
there, but it is sent to other States for consumption?
Mr. Eads. We must supply the necessary demand for those to other

people who are unable to manufacture them.
]\lr. Steele. 1 thought possibly it might be gathered that Indiana

was unhealthy, and I wanted to show that the medicines were sent out
of the State.

Mr. WooTEX. ^Ir. Thomas Stoddart, of New York, chairman of the

legislative committee, will close the statement of the retailers, and
then we will have some statements from the manufacturers and whole-
sale druggists.

STATEMENT OF ME. THOMAS STODDART.

Mr. Stoddart. Mr. Chairman and gentlemen, we have hei'e to-day

representatives from nearl}^ 20 States. We do not desire to take

up any more of your valuable time, as we think the matter has been
gone into very thoroughly bj' the first speaker, and it is unnecessary

for us to call upon those gentlemen who have come thousands of miles,

sent here by their State organizations to represent them in this cause,

which is noV creating such a burden upon tne retail druggists of the

country. The fact is that this burden, as it exists at the present time,

will cripple the entire retail drug trade of the entire countiy. They
w^ere loyal, and thej' have stood by this tax and they have paid it nobly,

and they ask now tLat you relieve us of this burden. I will not take

up any more of j^our time by going into details, as there are other

war rev 2
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representatives here who desire to be heard, and I would ask that Mr.
Clark, of the manufacturers, address you. I thank you, ^entleinen,_on

behalf of the National Association of Retail Druggists, for your kind

attention.

STATEMENT OF MR. CHARLES HEBER CLARK.

Mr. Clark. Mr. Chairman and gentlemen of the committee, there

are a few manufacturers here, and they have asked me to speak for

them. There is one gentleman here who pays $20,000 a year of these

taxes, another man who paj^s flO,000, and I believe the}'' are represent-

atives of the -s'ery large firms. Some manufacturers pay the whole
tax and some pay part of the tax, and some do what I think they are
entirely warranted in doing—what we do. We push down on the lower
fellows all we can.

The particular industry that 1 represent manufactures a peculiar

line of material, and there are but four concerns in this countrj-—one
in Chicago, one in New York, one in New Brunswick, and one in

Conshohocken, Pa. , my firm. We make what are called hospital and
surgeons' supplies, absorbent cotton, we prepare medicated cotton and
gauze for use of surgeons in hospitals and private practice. We make
catheters, and divers other things needed for the sick and wounded. I
think that in the entire line of articles made by us, which probably
comprises several hundred, there is not a single thing which is not
intended for a sufi'ering human being, and, at the same time, I do not
pretend we are running on the basis of philanthropy; we are running
with the intention of getting what monej^ out of it we can.

Now, Mr. Chairman, you and the gentlemen here know a great deal
more than I do about the revenues of the Government under the
present condition of the Treasury, but if you will permit me I will

state what seems to be the naked fact in regard to my own particular
industry. It is this: You have probably eigmy million dollars surplus
of revenue in the Treasury. During this current fiscal j^ear you will

collect about $72,000,000morethan you want, and the next year, accord-
ing to what the Secretarj^ says, you will collect about eighty-two or
eighty-three million dollars which you will have no use for. It means,
simply stated, if I may be permitted to use the expression in its

naked deformity, you come up among the everlasting hills of where
we have our factory in Pennsylvania and take $7,000 out of my
pocket, which I want, and which you have no use for whatever, and you
send it up to the Treasury Department and then the Treasury- Depart-
ment sends it over to a bank in New York and that bank loans it out
at interest and puts the money in the pockets of its stockholders.
(Applause by bystanders.)

Now, that strikes the gentlemen here as being amusing, but it is

about as amusing as the boy throwing stones at the frog in the pond.
I want that money ; I want it to put bread in the mouths of mj chudren
and to put clothes on their backs, and you do not want it, and I think
you ought to give it back to us, at least I do not think you ought to
collect it any more. Now, I have a very strong impression (I am goino-
to cut short what I am going to say) you never intended to levy that
tax on things of that kind, and I do believe that a strict interpretation of
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Schedule B would be to let us out, but one gentleman here alluded to
the Commissioner of Internal Kevenue as if we had the power to turn
him down when we wanted to. Now, the fact is, the Commissioner
decided, if mj- memory serves me right, in the first place that our goods
were taxable.

Mr. Dalzell. Under what head did your goods come ?

Mr. Clark. They classed them under the nead of medicinal prepa-
rations, whereas we claim, and we think we can prove it in the court
of justice without any difficulty, they are not medicinal preparations
at all, they are mechanical appliances." Now, the commissioner having
ruled that our goods were taxable, at a later date ruled that they were
not taxable, and then it went on a little further along—I do not want to
speak about him with disrespect, because I believe he executed what he
thought was the law—and he reversed himself and declared that they
were taxable. Now, 1 do not know but what in three or four weeks he
might reverse himself again. If he does not I do not know what we
are to do about it, except to take this mone}^ you do not want and pay
it over to you or go to a court of justice and try to find out what
interpretation the court puts upon that law.
The whole point I want to make for myself is this. When there is

war we are willing to do just as much for our country as anybody else,

and we have alwaj^s done it. We furnished about 600,000 pieces of
material for use of the soldiers in Cuba, and we have evidence which
we can produce to you showing that those articles preserved the lives

of our soldiers ; and on a great many of the articles we sold at about
half price to the Government, on account of the competition, we were
compelled to place revenue stamps, and we did not care anj'thing about
it ; it was something that we did with pleasure. But when the time
of peace comes and there is no exigency of war and there is no other
exigency, when you do not want that money, I say that, while you
have the legal and constitutional right to do it, you have no moral
right—allow me to say with all courtesy—you have no moral right to
take that money out of my pocket.

That money is taken not under process of taxation, but of confisca-

tion. It belongs to me; it does not belong to the Government of the
United States; and, representing the gentlemen who are subjected to

that wrong—for that is what it is, a most grievous wrong—with all

the respect I can show, I beg to enter my solemn protest against that

proceeding and to ask that you shall not modify or in any way tamper
with Schedule B, but we ask that you shall repeal it by some process
or other. I perceive what the difficulties are in the way of repealing,

and I think that no ordinary conditions or considerations of any kind
should prevent you gentlemen from attempting to give us the relief

which we ask.

Mr. Grosyenok. Could the gentlemen give us assurances that we
can rely upon that we do not need this money and shall not need it at

the end of the year?
Mr. Clark. Mr. Chairman and Mr. Grosvenor, 1 suppose it is true

of Congress as it is of an individual, that we can always find some
way to get rid of the surplus. I have never had one, but I know if

1 had I could get rid of it.

Mr. Grosvenor. This whole argument proceeds upon the theory

that we are raising too much money by taxation ?
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Mr. Deabelle. I believe, if the chairman pleases, that every por-

tion of that war tax which was an emergency tax ought to be

removed.
The Chairman. You are in favor of a deficiency every year, instead

of a surplus?
Mr. Dkabelle. Not according to the statement, if the gentleman

pleases, or I have misread the statement.

Mr. Underwood. If it would leave a deficiency, would the business

interests prefer these special taxes or a general income tax ?

Mr. Drabelle. You are treading upon probably some individual

beliefs. My own belief is, a fair income tax on every individual, part-

nership, and corporation should be placed. That is my own belief,

and that is the only just tax, in my own opinion. Of course, there we
tread upon opinions; but I would like to levy a tax upon every man's
salary and wages and on every corporation's gross earnings. I think
that is simplj^ a juSt and fair way to get revenue. That is my own
belief.

Mr. Underwood. Distributed equally ?

Mr. Drabelle. Distributed equally without any discrimination or
any exemption whatever. But, as I stated, it seems to me we all agree
that it is an emergency tax, and if the emergencj' has passed, then it is

time to take it off. But there is another suggestion, as was pointed
out by Mr. Englehard, that this is an additional tax upon a particCilar

class of people. We all pay the other taxes. We paj'' the stamp tax
on checks, we pay our stamp tax on express receipts and things of that

kind, and if we sell any property we pay our tax on deeds and all other
documentary statements that everybody else has to pay, and we have
been singled out as a separate class, and in addition to that we have all

that burden, so that if the time is not yet ripe for striking off all the

law—as I believe it has come—strike off this part, which is clearly a
discriminating tax against us as a special class.

I think there can not be any answer that we pay the same as all the
people of the United States do under the documentary schedule, and in

addition to that we have to pay this additional tax, which, as I say,

amounts to 25 per cent, and in some cases, as the manufacturers will

show, more than that, upon the net profits.

Mr. Russell. You pay a pretty stiff tax upon alcohol, too, do you
not?
Mr. Deabelle. I was going to point to. that. I will give the com-

mittee the benefit of that. We consumed of alcohol last year the taxes
on which amounted to $59,351, and in addition to that, gentlemen,
almost every article which enters into the manufacture of listerine has
been raised in price; but still, as I say, we retained the same price,
the selling price, so as a matter of fact it is more than that.

The Chairman. The increase in the internal-revenue taxes for the
year ending June 30, 1899, was $102,000,000, a large portion of which
was war revenue. Do you think it would be safe and advisable to
take off, say, $100,000,000 in taxes and make a deficiency?

Mr. Deabelle. If it would result in a deficiency I would say, unhesi-
tatingly, no. But if the chairman pleases, I stated if the time has
arrived, if there is no danger now, I would strike it off, for I think it

was a moral pledge to the people that it was only a temporary expedient.
The Chairman. The tax on alcohol is something over 700 per cent ?
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Mr. Drabelle. AVe want Schedule B taken off, because, a,s 1 sa}% we
pay taxes under Schedule A, and then in addition we pay the special
taxes under Schedule B.
The Chaikmax. The tax on alcohol is something over 1,100 per cent

and the removal of a small portion of that would lelieve you much
more than the removal of a i per cent tax.

Mr. Drabelle. I do not know about that. Our business has been
created under that excessive tux. that is true.

Mr. Tawxey. How many concerns in the United States manufac-
ture listerine ?

Mr. Drabelle. Only one; that is, legitimately. [Laughter.]

STATEMENT OF MR. H. B. HARDING.

Mr. Harding. ^Nlr. Chairman and gentlemen of the committee, I am
here to represent the drug trade section of the New York Board of
Trade and Transportation, and 1 will state that its membership is com-
posed practicalh- of all the wholesale dealers in drugs and chemicals
and importers. I am only going to present this petition to Congress
which I have and to which 1 hope you will give due consideration, com-
ing from such an important body as the New York Board of Trade.

I would like to saj', in addition, if the war tax could be repealed after

two years what a picture it would be to the entire world of the pros-
perity and the recuperative powers of the United States of America.
If these taxes were repealed within two years of the war, and the Gov-
ernment then would keep its promises and faith to the taxpayers that
those taxes were really temporary only, what confidence it would
inspire; and should the country at some future time go to war how
quickly every business would respond to taxation if they were sure
the taxes would be abolished soon after the war, or as soon as there was
a fair surplus.

The petition follows:

New Y^ork Board of Trade and Transportation,
Nem Tark, December 21, 1899.

To the Congress of the United States:

The drug-trade section of the New York Board of Trade and Trans-
portation respectfully represents that its membership comprises
practically all of the wholesale dealers in drugs and chemicals, and
the manufacturing drug, chemical, and pharmaceutical houses in this

(New York) city, and that it is representative of these trades through-

out the country.

It respectfullj' petitions for the repeal or modification and extension

of the internal -revenue tax imposed under Schedule B, Section 20, and
its dependent sections of the war-revenue act now in force. The manu-
facturers and merchants represented by the drug-trade section expect

and are entirely willing to bear their fair proportion of the taxation

necessary to meet the needs of the Government, but the tax imposed
under Schedule B discriminates so manifestly against a limited class

of proprietary articles as to be onerous and oppressive upon a com-
paratively few citizens of the United States.

This tax of 2^ per cent upon the retail value of the few proprietary
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articles taxed under the law imposes an average tax of 4 per cent upon
the sales of the manufacturers discriminated against.

It is respectfullj' submitted that Schedule B, section 20, and its

dependent sections, of the act of 1898, imposes double taxation, in

that the manufacturers of liquid medicines and perfumery are heavily

taxed by the duty on distilled spirits in addition to the tax imposed
under Schedule B of the act of 1898. It is inconceivable that Congress
intended to single out a limited number of citizens for such excessive

taxation, while a much more extended class, enjoying equal protection

under the laws affecting trade-marks and proprietary rights in other

forms, is exempted from the special tax imposed by the section

referred to.

At the present time thousands of proprietary and patented articles

sold under trade-marks are absolutely free of tax by the Government,
while medicinal preparations used in the homes of the masses of our
people are the subject of heavy taxation.

We earnesth' submit that such a sj^stem is essentiallj' unfair and
should be remedied by Congress at the earliest practicable moment.
The purpose of the tax imposed under Schedule B of the act of 1898

was to meet the necessary requirements of the Government in the
exigency confronting it at that time. Now, however, a different con-
dition prevails. The unparalleled prosperity that attends the nation,

the overflowing Treasury that enables the Government to discharge so
large a part of its obligations each month, and the healthful conditions
of the affairs of our people, would seem to justify the immediate repeal
of that law, which was imposed at a time when the Government was
in need.

We therefore petition for a repeal of Schedule B if, in the wisdom
of your body, such a repeal is deemed practicable at this time; if not,

we petition for a reduction of the rate of taxation to 1 per centum
of the retail price of goods required to be stamped under tne law and
the extension of the stamp tax to all proprietary and trade-marked
articles not now covered by the provisions of the law.

This broadening of the field of taxation, in the judgment of your
petitioners, would, at the rate of 1 per centum upon the retail price,
yield a much larger revenue than is collected under the existing law,
and would at the same time remove the law from the odium of class
legislation that now undoubtedlj' surrounds it.

Respectfully submitted.

Thos. F. Main,
Albert Plant,
Jno. M. Peters,
W. D. Faris,

Oomviittee on Legislation, Di'ug Trade Sectiooi,

New Ym^k Board of Trade and Transportation.

Attest:

Wm. Jay Schieffelin,
Chairman Drug Trade Section.
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STATEMENT OF HON, HENRY S. BOUTELL, A REPRESENTATIVE
FROM THE STATE OF ILLINOIS.

Mr. BoUTELL. Mr. chairman and gentlemen of the committee, two
years ago on the 27th of April this war-revenue bill was brought into
the House of Kepresentatives. On that day Mr. Dingley, in his mas-
terful opening argument in support of the bill, said:

Now, all these increased taxes proposed by the bill will give an additional revenue
of from $90,000,000 to $100,000,000, not less than $90,000,000 in any probable event
and not more than $100,000,000 in any probable event.

This bill has surprised both its friends and its enemies in the
results that have been achieved under it. The total internal-revenue
tax in 1898, the largest amount collected in the last decade, was
§170,866,819.36. For the first fiscal year in which this bill was in

operation
Mr. Tawney. You mean collected under this bill ?

Mr. BouTELL. No; for the year previous to this bill it was
$170,000,000—the largest of the preceding decade. For the fiscal year
during which this bill was in operation the receipts jumped to

§273,481,573.44, just in the first year, exceeding the highest estimate
made by Mr. Dingley in his argument upon this bill.

The Chairman. I think it is due to Mr. Dingley to say that the
Senate added a number of items in the bill, so his estimate would be
pretty nearly correct.

Mr. BouTELL. Yes; and it shows the distinguished wisdom of the
author of the bill, that he came as near to it as he did in making his

estimate. The estimate given by the Secretary of the Ti'easury for
the present fiscal year for internal-revenue receipts is $292,000,000,
and the estimate for internal-revenue receipts for the fiscal year 1901
is placed at $300,000,000. The estimated surplus for the year 1900 is

$70,000,000 and the estimated surplus for the year 1901 is $82,000,000,
so that it seems to me, we, as representatives of the people, have
brought before us these three questions: First, whether it is wise to

modify or repeal any part of this war-revenue law; second, if we
detennine there should be some modification in the law, where should
those modifications or repeals be? And the third question which is

left—and the third question which has received little if any discus-

sion—is, if we determine to repeal any portion of this law, whether it

is advisable to add certain interests or certain articles to the present

articles taxed under this law.

In reference to the first point, whether we should make any modifi-

cation, it seems to me that the constantly increasing surplus imposes

a burden upon us to at least give this at this session of Congress a

most wise and careful consideration. [Applause.] In my opinion the

time has come when the people we represent demand some modifica-

tion of this law. As to the second question, 1 would say that when we
come to consider the modification of the law we should bear in mind,

first, that the law, prepared with as great care as it could be, was more
or less hastily prepared, and the character and efi'ect of the law is best

shown by the uncertainties of the interpretations of the law by the

internalRevenue Department, and if any modifications are to be made
those modifications are to be made where the two years' experience

has shown that the friction is the greatest.
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Now, it seems to me, from all that I learn in reference to the workings
of this law, the greatest friction has been under Schedule B, as applied

to drugs. Certainly a law in which paregoric with one label is taxed

as a proprietary medicine, and arnica with another label is taxed as a

proprietary medicine, and perfectly clean antiseptic cotton is consid-

ered as a medicinal article, that section ought to be considered as one
that works great annoyance and is exceedingly harassing to those

whom it affects, and so it seems to me in considering a modification of

this law that part of it that affects drugs and a tax on proprietary
medicines is the one that should receive our first and most careful

consideration. [Applause.]
Thereupon (at 12 o'clock) the committee adjourned.

APPENDIX.

BESOLDTION OP THE PHILADELPHIA OIL TEADE ASSOCIATION FOE EEPEAL OF TAX.

Whereas petrolatum, or petroleum jelly, being simply reduced Pennsylvania petro-

leum, deodorized and filtered through bone black, has become so cheap that it is

now used very extensively in the arts for softening leather, and for anticorrosive and
lubricating purposes, and is sold at from two to three and a half cents per pound in
barrels; and
Whereas in 1880 it was adopted into the United States Pharmacopoeia as an of&cinal

article, as a base for ointments, pomades, etc., it is in no sense a patent medicine or
proprietary article, and therefore should never have been subject to a tax as such;
and

Whereas, under the schedule of taxes levied for war-revenue purposes, the tax
amounts to nearly 50 per cent of the market price of the material, which is no more
justly subject to taxation than paraffin wax or axle grease when put up in boxes:
Therefore, be it

Resolved, That the Philadelphia Oil Trade Association petition Congress that this

tax, so far as it relates to petrolatum, sold as such, and not under a proprietary
name, be removed.

Resolved, That a copy of these resolutions be sent to our Senator and Representa-
tives in Congress.

Resolved, That W. H. Brill be appointed to represent the interests of this associa-
tion at any official public hearing or hearings which may be held looking to the
repeal or the revision of the Federal revenue schedule known as the " war taxes."

F. S. Walton, President.

G. B. Heckel, Secretary.

A. J. Loos, Treasurer.

against repeal of tax.

[Jos. E. Perry, Ph. D., Indianapolis, Ind.]

Indianapolis, Ind., April 7, 1900.
Hon. C. W. Fairbanks, Washington, D. C.

Deak Sie: If I knew the name of the chairman of the Committee on Ways and
Means I would not trouble you with this communication. But as I am ignorant, I
must kindly ask you to hand this to him, or acquaint him with the contents.
A very determined effort is being made by the manufacturers of patent medicines,

so called, to have the tax taken off their nostrums. This tax is now only 2J per
cent, which is very much less than the same class of goods are taxed in England,
France, or Germany.
These goods—patent and proprietary medicines—should", as a matter of right,

not as a war measure; be taxed not less than 5 per cent at all times, and in case of
needing a war revenue the tax should be increased to 20 or 25 per cent.
There is no business in the country better able to bear a good, wholesome tax than
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the proprietavy-medicine business. There is not adoUar preparation put on the market
that costs the maker to exceed !?2 a dozen, and most of them do not cost as much as
that. They are—most of them—arrant humbugs, that, hke the fakir's razors, are
made to sell. They cheat and defraud the people, and should be made to pay well
for the privilege.

The American people are a nation of medicine takers—self-medicators, as it were.
They like to be humbugged, and the patent-medicine men fool them " to the top of
their bent." I say it advisedly, from forty years of experience, that more people are
killed by patent nostrums every year thaii are killed by war, famine, or pestilence.

Let the tax remain, or increase it. It is right, just, and proper.
Very truly, your friend, Jos. R. Pehry.

United States Senate,
IVashington, April 11, 1900.

Respectfully refenred to Hon. Serene E. Payne, House of Representatives. Mr.
Perry is a thoroughly reliable and trustworthy gentleman.

Respectfully,

Charles AV. Fairbanks,
United States Senate..

CAKTER .MEDICINE COMPANY, BRENT GOOD, PRESIDENT.

[Telegram.]

New York, April 17, 1900.
The CH.ilBMAN OF THE COMMITTEE ON WaYS AND MeANS,

House of Representatives, Washington,!). C:
The preference of my company is to continue the internal-revenue stamp on pro-

prietary articles. It is the only protection the proprietors have against pirates and
counterfeiters of this class of goods. We can not prosecute criminally in the United
States courts, and our experience is that counterfeiters care nothing for injunctions in
the above courts. Counterfeiting the private stamp would be a felony, and therefore
we oppose the removal of the stamp.

Bhbnt Good,
President of the Carter Medicine Company, New York, N. Y.
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Wednesdat, April 25, 1900.

The. Committee on Ways and Means this day met at 10.30 a. m.
Hon. Sereno E. Payne in the chair.

The Chairman. Without objection, the committee will go on with-
out a quorum. The meeting was called this morning for the purpose
of hearing the members of the brewers' association.

Hon. Richard Bartholdt (a Representative from the State of
Missouri). Mr. Chairman and gentlemen of the committee, a delega-
tion is here representing the United States Brewers' Association, and
they have requested me to introduce the several speakers as they
appear before you. I believe a majority of them need no introduction,

as they have been here before you on former occasions; and I do not
propose to make any argument here, because it is not for members of

Congress to talk at this time because we can be heard at any time. At
my suggestion, these gentlemen have reduced their arguments to writ-

ing in order to save as much time as possible and to make their state-

ments as concise and intelligible as possible. The first gentleman who
desires to be heard is Mr. Rudolph Brand, of Chicago, president of the
United States Brewers' Association.

STATEMENT OF MR. RUDOLPH BRAND, PRESIDENT OF THE
UNITED STATES BREWERS' ASSOCIATION.

Mr. Brand addressed the committee as follows:

Mr. Chairman and Gentlemen of the Committee on Ways and
Means: We are grateful to you for granting us the privilege to appear
before you again to state our cause. In this very month of April, two
years ago, we had the honor to appear as petitioners before your hon-
orable body. We then appeared before you under circumstances

differing essentially from those surrounding us at this time of peace
and prosperity, a few days before President McKinley's message on
the "intolerable situation" which followed the destruction of the Maine
and our Government's almost superhuman but fruitless efforts to bring

Spain to terms had been sent to the Senate and the House of Repre-

sentatives. Intense anxiety prevailed throughout the country; the

American people were waiting in terrible suspense for your reply to

that message. Whatever differences of opinion may have existed

among the people before the publication of that message, there was
but one opinion as to what your answer would and must be. The
people were determined to maintain the dignity and honor of the

nation at any cost, at any hazard; and they knew that the Congress of

the United States could not and would not fail to respond to the call

of patriotism.

5
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Before that event there were practically but two classes of citizens

—

on the one hand, those who clamored for war, right or wrong, just or
unjust; and on the other, those who deprecated war and all its inde-

scribable horrors, but insisted that if war be unavoidable no sacrifice

of blood or money should be deemed too great.

The brewers of the country belonged to the latter class, and we came
here then as their representatives to say to Congress that

—

if the honor of the nation and the welfare of our country required extraordinary
efforts and sacrifices on the part of all her people, the brewers would be the last to

shirk a patriotic duty; and that if the revenues to be derived from those industries
which were not then and have not been taxed since the termination of the civil war
should prove insufiicient to cover the needs of the Government, the brewing industry,'

though unable to bear additional burdens, would not shrink from necessary sacrifices.

I have here quoted literally the woi'ds uttered two years ago in this

very room by a delegation of American brewers, representing the
United States Brewers' Association, and practically the entire Ameri-
can brewing industry. We could not do more; we would not do less.

We had before us the example of the founders of our association who,
during the civil war—at a time when, unfortunately, so many other
manufacturers sought, by hook or crook, to evade just tax burdens

—

of their own accord proposed to the Government a method by which
every dollar due from the industry would find its way into the Federal
Treasury.
We took it for granted that a new war tax would not be superim-

posed upon the old war tax unless all other wealth-producing sources,
not then taxed, failed to yield the revenues required for a successful
conduct of the war. We took this for granted, because we relied no
less upon the justice of our own attitude in this matter than upon the
willingness of cither manufacturers to heed the dictates of patriotism.
The latter assumption proved to be woefully erroneous. Many manu-
facturers evidently belonged to the class that stood for war at any
price, provided the brewers defx'ayed the cost of their ardent patriot-
ism. If the brewers could be made to foot the bill, those patriotic
citizens would readily consent to any sacrifice. Theirs was a sort of
altruism that is but too common nowadays; and their patriotism was
doubtless of that peculiar brand that sanctions the noble sentiment,
"It is sweet and glorious to die for one's country," provided the other
man attends to the dying.
We were unwilling to believe that the tax upon an article of con-

sumption which is regarded as one of the necessaries of life by great
masses of our people would be doubled, while many articles both of
general consumption and of luxury were but lightly taxed or not taxed
at all, and while the tax upon ardent spirits, which is much lower, pro-
portionately, than in any other country, remained unchanged. We
believed that not only economic and fiscal considerations, but also
moral and ethical reasons and some regard to the past history of the
ruling party would forbid a reversal of that policy, recognized and
adhered to throughout the world, which up to 1898 maintained in our
country some discrimination in favor of malt liquors and thus promoted
temperence in no uncommon measure.

In our memorial, a copy of which we beg leave to submit to you
to-day, we have dwelt at some length upon this and other aspects of
this question; and as we desire by the brevity of our statements to
show our appreciation of the privilege you have granted us we abstain
from repeating many essential points.
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Congress imposed this additional war tax upon our product in spite
of the fact that fully two-thirds of the legitimate revenue sources of
the country, resorted to in 1862 and 1863, remained wholly untaxed.
We paid this exorbitant and unjust extra tax—a tax representing 40
pel- cent of the price of our product—during two years. We paid it,

candidly speaking, under silent protest; we paid it under industrial
and commercial difficulties which brought to many of us utter ruin,
to some of us a serious impairment of business prosperity, and to all

of us such a measure of financial embarrassments as no industry in the
world has ever been exposed to by the lawmakers of its own country.
The effect upon the whole trade is clearly demonstrated by the fact
that during the past year—a year of unprecedented affluence in all

branches of American commerce and industrj^—the production of
beer (which is liquid bread to thousands upon thousands of our people)
has decreased by 1,000,000 barrels; and this disastrous effect, the
economic result of the double war tax, is felt not only by the brewers,
by the growers of barley, of corn, and of hops, but also by very many
important industries which depend almost exclusively upon brewing,
andparticularl}^ by the great mass of consumers.
Wnile we still hold that justice, economic utility, and many moral

and ethical considerations should have prevented Congress from super-
imposing this new war tax upon the old war tax, we feel compen-
sated in some measure at least for the unwarranted sacrifice exacted
from us by the consciousness that the brewing industry by paying
over 40 per cent of the entire war tax contributed financially in a
larger measure than any other twenty American industries to the
glorious achievements of our people during the past two years.

We now appear before you with an appeal for justice, which is sup-
lorted by the explicit pledge and promise of the ruling political party.
n our petition submitted in April, 1898, we stated the following:

If, in spite of every objection that can be justly urged against an increase of the
beer tax, you should nevertheless see fit to determine upon it, we would respectfully

request that the duration of the additional tax be limited to the emergency which
requires it; in other words, that the day on which the present tax rate shall be
restored be fixed by law.

As a reply to this the honorable Committee on Ways and Means
stated in its report accompanying the war-revenue bill, as ultimately

enacted, the following:

While all of these additional taxes are war taxes, which would be naturally

repealed or modified when the necessities of war and the payment of war expenses
have ceased, yet it is impossible now to place a limit on them, not only for the
reason that no one can intelligently forecast the length of the war, but also for the

reason that war always brings a train of extraordinary expenditures which do not
terminate with the close of actual hostilities.

We now ask you to make good this pledge, to fulfill this promise.

The treaty of peace was signed on the 12th day of August, 1898; one
year and eight months have elapsed since the war ended under this

treaty; actual hostilities had ceased some time previous to this event.

Extraordinary expenditures following in the wake of this war ceased

to such an extent that there is now in the Treasury a surplus which
within a few months will exceed by 200 per cent the most destructive

tax ever imposed by a legislative body, namely, the double tax upon
American malt liquors. This increasing surplus, rendered possible

only by the continuance of this destructive double war tax upon a very
important and morally and economically useful industry, has already

I



8 BEER TAX WAE-KEVENUE ACT.

caused serious disturbances in the country's money market and com-
pelled the Treasury to anticipate its obligations to the nation's credit-

ors. Its pernicious effects in this respect will naturally be augmented
in proportion to its increasing volume, and this deplorable condition

(which presents not a single compensating feature) will necessarily go
on simultaneously with the gradual destruction of our trade.

Justice, public utility, political expediency, and a due regard for the
moral and physical welfare of the people and the comfort and happi-
ness of the beer-drinking masses alike demand of you the reduction
of theTl^eer tax to the former rate.

Mr. McClellan. What is the total amount of taxes paid on beer?
Mr. Beand. About $70,000,000.
Mr. McClellan. What percentage of the total internal-revenue

tax is that; that is by far the largest item?
Mr. Brand. That is by far the largest item; yes, sir.

Mr. Underwood. How much taxes do the brewers pay in propor-
tion to the capital they have invested in this country?
Mr. Brand. I could not answer that. We have no idea what capital

is invested in the brewing business, but it is 40 per cent of the selling

price of our product at the present
Mr. McClellan. That is the wholesale price ?

Mr. Brand. Yes, sir.

Mr. Richardson. What was the aggregate tax before the war?
Mr. Brand. Just half; the tax has been doubled.
Mr. SwANSON. Do you expect a further decrease in the use of the

commodity?
Mr. Brand. Yes, sir ; we do. So far the brewers have had to pay the

larger part of this war tax. We have not been able to collect it from
the consumer or dealer.

Mr. Newlands. Do the brewers add this tax to the cost of the beer
as delivered to the retail dealers ?

Mr. Brand. We have not done that; we could not do it, because it

would have resulted in greatly diminished sales.

Mr. Newlands. What proportion is

Mr. Brand. The brewers were naturally anxious to extend their
trade and always believed this war tax was only a temporary measure
and would be taken off again as soon as the war was over.
Mr. Newlands. How was it before the war tax was imposed. Was

the tax which was imposed prior to that time imposed on the retail
dealers ?

Mr. Brand. Yes.
Mr. Newlands. An additional charge on the beer?
Mr. Brand. Yes, sir.

Mr. Newlands. But the war tax was not imposed?
Mr. Brand. No.
Mr. Newlands. Was any portion of the war tax imposed?
Mr. Brand. It was tried at a good many centers but
The Chairman. Why did the tax decrease the consumption of beer?
Mr. Brand. I say we have borne a part of that extra war tax; but

if we had attempted to collect the whole of the war tax from the
dealer the decrease instead of being only 1,000,000 barrels would
probably be 3,000,000 or 4,000,000 barrels.
The Chairman. What was the price of the beer to the wholesalers

as a rule ?
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Mr. Brand. The average price all over the country probably was
about $5 per barrel.
Mr. Newlands. Before the war tax was imposed?
Mr. Brand. Yes, sir; that is about the average now, about a few

cents more. It differs in different cities.

The Chairman. Why did you not increase the price of the beer a
dollar a barrel after the war"tax was imposed?
Mr. Brand. A few cities have tried it, but they have come back to

the old price. I do not know of a single city in the United States
where the whole dollar was added.
The Chairman. I do not see why there should be any decrease in

the consumption of beer on account of the tax.
Mr. Brand. Because, as I stated, there was a part of that tax we

have been able to shift to the dealer or consumer.
Mr. Newlands. What proportion of it?

Mr. Brand. Probably a third.

Mr. Newlands. One-third of the war tax or one-third of the whole ?

Mr. Brand. One-third of the war tax, of the additional $1.

Mr. Newlands. And that one-third has caused the diminished con-
sumption of beer?
Mr. Brand. Yes, sir.

The Chairman. The addition was really 85 cents with the rebate ?

Mr. Brand. Yes, sir.

Mr. DoLUVER. Has the retail price of beer changed anywhere in

the United States?

Mr. Brand. Not the price per glass; but this question may be more
fully understood when I say that in the city of Chicago we have made
a very careful investigation, and we find that two-thirds of the beer sold
there is purchased by measure at the saloon or grocery and taken to

the shop, or foundry, or factory, or home by the working people and
consumed there.

Mr. DoLLiVER. What proportion?
Mr. Brand. Two-thirds of the beer sold in Chicago is not consumed

on the saloon premises, but is purchased by measure and taken to the
homes of the people or to the factories, and it is this class of trade-

where the reduction in consumption will come, because while the price

remains the same the saloon keeper or dealer will give for 6 cents a

less amount than if beer is $1 cheaper.

The Chairman. What do you mean by $1 cheaper?

Mr. Brand. That if the war tax would be $1 instead of |2 we could

sell our goods for so much-less.

The Chairman. I thought you said if the price was increased the

amount would lessen from what it was before, when it was fl less; I

so understood you.

Mr. Brand. 1 say we have been able to collect a part of the war tax,

but not the whole.
Mr. Newlands. As I understand it you imposed the tax that existed

prior to the war upon the retail dealers, and since the war there has

been an additional tax of 85 cents, and you have been unable to impose

about one-third of that

Mr. Brand. Probably.
Mr. Newlands (continuing). Upon the retail dealers, which would

make the additional cost per barrel wholesale less than 30 cents ?

Mr. Brand. Yes, sir.
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Mr. Newlands. Do I understand you to say that the retail dealers

have sought to impose that extra tax of 30 cents a barrel upon the

people who buj'' of them?
Mr. Brand. Certainly.

Mr. Newlands. And in doing that a diminished consumption of

beer has been caused?
Mr. Brand. Yes, sir.

Mr. Newlands. WeU, now, the increased cost per barrel to the con-

sumers from the retail dealers of 30 cents,- distributed over a number
of glasses or number of quarts, would amount to very little, would
it not?
Mr. Brand. Yes, sir; to verj- little, but the margin of the dealer is

very small.

Mr. Newlands. How many quarts to the barrel?

Mr. Brand. A barrel holds 31 gallons, and 4 times 31 would be 124
quarts.

Mr. Newlands. Taking the gallons, it would mean an addition to
the purchaser of 1 cent a gallon ?

Mr. Brand. Yes.
Mr. Newlands. What would be the cost of the gallon delivered by

the retail dealer to the consumer; what price would he charge?
Mr. Brand. About 14 cents.

Mr. Newlands. An additional charge of, say, 1 cent has created a
diminished consumption of beer?
Mr. Brand. Yes.
Mr. Underwood. How many barrels of beer do you say has been

the decrease since the war tax has been put on ?

Mr. Brand. For the year past it has been 1,000,000 barrels.
Mr. Underwood. Is there any other cause which has arisen in the

trade which would account for that decrease except the war tax i

Mr. Brand. On the contrary, we had great prosperity during that
year that we did not have before.
Mr. McClellan. And ordinarily there should have been an increased

consumption ?

Mr. Brand. Ordinarily there should have been a large increase.
Mr. Underwood. There is no other cause which has tended to cause

the decrease?
Mr. Brand. Not that I know of.

Mr. Tawney. What is there in the statement that the business has
become adjusted to the present tax and that the brewers, rather than
have the tax reduced, would like to have the percentage of the rebate
increased ?

Mr. Brand. I have not heard of that. I have not heard from any
single brewer such a statement.
Mr. Tawney. Is it a fact that this change would cause any trouble

or any readjustment of your business on account of trade condi-
tions

Mr. Brand. The fact is the business is not adjusted to the new tax
in my opinion; no, sir.

'

Mr. Tawney. Is that the general opinion of the brewers ?

Mr. Brand. Yes, sir.

Mr. Tawney. Is there any considerable litigation growing out of
his war tax ?
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jVlr. Brand. You mean in regard to the failures*
Mr. Tawnei:. I mean ha,s tnere been any considerable litigation

between the Government and the brewers?
Mr. Brand. None at all; we have never had any litigation with the

Government. I believe that is the history of the brewing industry.
Mr. Thomann. In what respect?
Mr. Brand. In the collection of taxes, as I understand.
_Mr. Tawney. I understood the Commissioner of Internal Revenue

said a few days ago that there was considerable litigation growing out
of the change in the tax.

Mr. Thomann. I suppose the gentleman refers not to litigation
growing out of an attempt to evade the tax?
Mr. Tawney. I did not say that. I did not so intend it.

Mr. Thomann. Our president understood it so, and therefore I
wished to reply to the gentleman's question. There is now litigation

pending, but that grows out of the refusal of the Commissioner of
Internal Revenue to allow a rebate for stamps placed upon kegs of
beer sold since the enactment of the war-revenue act. His refusal is

based upon the fact that the brewers in some districts who could not
get stamps of the new denominations were compelled to use two
stamps of the old denomination in payment of the taxes.

The Revenue Conmiissioner claims that where the brewer has done
that he is not entitled to the rebate which is explicitly provided in the
law, and the brewers hold that is unjust. They paid the tax of |2,
buying two one-dollar stamps, because the Internal Revenue Com-
missioner could not give us stamps of the new denomination, and
the Revenue Commissioner says if you pay the tax with one two-dol-
lar stamp you would be entitled to the 7i per cent, but as you have
paid it with stamps of the old denomination you are not entitled to it,

and this is so clearly unjust that we have induced the Secretary of the
Treasury to refer the decision of the Commissioner of the Internal
Revenue to the Attorney-General, where the cause is still pending, but
there is no litigation pending in court growing out of the war-revenue
act.

Mr. Bartholdt. Mr. Chairman, I now desire to introduce Mr. Ken-
dall, of New Haven, Conn., vice-president of United States Brewers'
Association.

STATEMENT OF MR. N. W, KENDALL, OF NEW HAVEN, CONN.,

VICE-PRESIDENT OF BREWERS' ASSOCIATION.

Mr. Kendall. Mr. Chairman and gentlemen of the committee: In
our memorial we have endeavored to answer the question, "Who pays
the tax? " So far as the final result is concerned it matters little who
pays the tax. Whoever pays it, whether it be the brewer, or the

dealer, or the consumer, or whether all contribute in varying measures
to the payment of it (which is actually the case), the fact remains that

the exaction of the extra tax had the effect of reducing the production

of malt liquors by 1,000,000 barrels within the past year. In the same
period insolvencies, bankruptcies, and consolidation of breweries have
become daily occurrences, and the number of newly formed brewing
companies in the hands of receivers and of companies who are unable
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to pay interest upon their liabilities are increasing at an astounding

rate. And all these deplorable conditions prevail at a time of general

prosperity in all other lines of business.

Does this state of affairs sustain the claim of the advocates of the

extra tax to the effect that it would cause a minimum of industrial dis-

turbance ? Is not the contrary cleai'ly demonstrated by the revenue
returns 'i What possible good can it do to compute the proportion of

the tax borne by the brewer, the dealer, and the consumer, respectively ?

The single statistical fact, reported by the revenue office, that the

production of beer decreased by 1,000,000 barrels when it should

have increased by a much larger amount than this, proves conclusively

the correctness of the economic axiom that an excessive tax, unless

fraudulently evaded, must necessarily reduce the consumption of the

overtaxed -article. It seems to us that this is all that the lawmakers
need to know in order to induce them to grant the relief so impera-
tively demanded by existing conditions.

Now, who does pay the tax? As it.is a tax on consumption, the

consumer ought ultimately to pay it; the brewer collecting it from the

dealer, and the dealer exacting it from the consumer in one way or
another. Theoretically this sounds very plausible and appears entirely

feasible. But is it a fact? Not at all. The fact is that the tax affects

the manufacturer, the dealer, and the consumer; the two former sustain

actual losses of money, the latter shares the burden in some measure
by loss in the quantity of the goods he receives at the old price. The
exact extent to the dealers' and the consumers' losses can not be esti-

mated; but as to the general effect of the tax as a trade destroyer, we
have a most reliable gauge in the depressed condition of the brewing
industry at this time of general progress and prosperity.
We know the actual losses sustained by the brewing industry in the

shape of decreased production; we know of hundreds of bankruptcies
and are aware of the financial straits of hundreds of brewing establish-
ments; but at the present time it is impossible to estimate the whole
extent of the injury inflicted upon brewing and the allied trades, upon
agriculture, and upon the dealers. This much is certain, however,
that far from causing a minimum of industrial disturbance, as had
been claimed, the additional tax has completely unsettled and demoral-
ized our industry and every trade that depends upon it. Everything-
is still in a state of transition; neither the producers nor the retailers,
nor, in fact, the consumers have succeeded in accommodating them-
selves to the new condition of things; everything is held in abeyance;
sporadic and desultory efforts to regulate matters are quickly abandoned
on account of the uncertainty of surrounding circumstances and the
vague possibility that concerted action—such as the formation of
trusts—may bring relief.

In the meantime the brewer, unwilling as yet to reduce the wages
of his workmen, and equally loath to produce an inferior quality of
beer, can find no way by which to recoup losses arising from dimin-
ished sales and an expense account based upon the former more favor-
able conditions. Sooner or later the exigencies of a desperate situation
will compel him to resort to either or both of these expedients, and
even then it is questionable whether the relief sought will be obtained.
Doubtless the consumer already pays part of the tax, for while the
price of beer by the glass or measure has not been raised, the quantity
given for the old price is smaller. The brewer can not, however, give
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smaller measure, as the law, etc. Nevertheless the burden of the tax
rests most heavily upon the manufacturer, who needs immense sums
of ready money for the purchase of stamps, thus investing capital
which for many weeks and even mouths remains practically dead, yield-
ing no return and swelling his loss account, caused by delinquent
debtors, to prodigious figures. The brewers also lose enormous sums
because their operating expenses remain the same, while on account
of steadily decreasing sales their profits grow less from day to day.
Now, as to the dealer. Does he pay the tax ? He pays a part of it,

no doubt, but the brewers do not succeed in collecting the whole
amount of the tax in any case; in many instances attempts to do so
only result in augmented book accounts; in others compromises must
be effected in order to hold trade. The dealer might pay a larger
proportion of the tax, if he were not overburdened by State and local

taxes, for the payment of which he must in a considerable measure
depend upon the brewer. The pressure arising from competition
naturally operates along the lines of least resistance, and hence in both
cases the smaller establishments are the greatest sufferers. All strive

in some way or other to make ends meet and to avoid utter ruin. All
look forward hopefully to the redemption of your promise to reduce
the war tax, and in the meantime all—brewers, dealers, and con-

sumers—are heavy losers by reason of this tax.

Mr. Tawnet. You speak of a large number of failures. Have you
any statistics showing what failures there have been in the past year ?

Mr. Kendall. No, sir; we have not prepared any statistics, but
we know from our conversations with each other of the straits we are

in, and we have seen publications frequently of the failures.

Mr. Tawnet. Do commercial agencies give any information as to

the number of failures in the brewing industry ?

Mr. Kendall. Not in a statistical form.

Mr. Underwood. As 1 take it, the equity of the brewers' case is

that you are paying more taxes in proportion of the amount of capital

invested in the business than the great majority of our people. Can
you tell me how much capital is invested in the brewing business—how
much the tax you pay is in proportion to the capital ?

Mr. Kendall. No, sir; I can not; but I would say this, however,

that the brewing business requires an enormous capital to be invested

in order to prosecute our business, and with the changed condition the

capital is out of all proportion to the profit we are able to make, and

the money which we have invested in brewery plants and in all the

accessories of brewing would be better at the legal rate of interest than

it is as now invested.

Mr. Newlands. The total tax, 1 believe, secured from beer is about

$70,000,000 per annum?
Mr. Kendall. Yes, sir.

Mr. Newlands. That tax, you say, is distributed between the brew-

ers on the one hand and the retailers and the consumers on the other?

Mr. Kendall. Yes, sir.

Mr. Newlands. About what proportion of this tax would you think

falls on each?

Mr. Kendall. Well, sir, that varies according to sections.

Mr. Newlands. I mean in the entirety ?

Mr. Kendall. In the entirety it is my opinion that about 40 per

cent of this tax now falls upon the brewer and the rest is divided
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between the dealer and the consumer. In your question put to our
president, who preceded me, you asked him how it was that the consump-
tion has. decreased. I should answer that perhaps a little more thor-

oughly' than he did by telling you that the brewers of the country, in

trying to distribute this tax in the first place, issued little circulars

showing the retailer how he could throw a portion of this tax upon the

consumer^that is, by giving a certain size of glass, and showing him
what size of glass to use in retailing, and also by the measure when sell-

ing beer by the pitcher or by the pail, and while the retailer said to us
openly almost everywhere that he would not do that, yet, as a matter of
fact, he did do it, and that has resulted very largely in the decreased
consumption of the beer.

Mr. Tawney. In other words, a small glass of beer satisfied the man
just as well as a large glass?

Mr. Kendall. Perhaps not satisfied him, but he put up with it

everywhere on account of the war.
Mr. Newlands. Let me ask you another question. You stated theo

retically that this tax should fall upon the consumer, and not upon the
retailer or brewer. Is it your understanding that the purpose of the
tax was that it should fall on the consumer?
Mr. Kendall. When that tax was levied, it was a popular notion

among the lawmakers and most all other people that those who were
engaged in the brewing business were making enormous profits. That
was true a few years ago, but competition became so sharp at that
time, when this extra tax was imposed, that the brewers, as a matter of
fact, were making very small profits, not anything like what was the
general opinion of those gentlemen, who were hot familiar with the
business.

Mr. Newlands. I asked you whether you thought it was the pur-
pose of Congress to fasten that tax upon consumption or to fasten it

upon the manufacturers of beer?
Mr. Kendall. Well, it is pretty difficult for us to say what Con-

gressmen had in their minds.
Mr. Newlands. Now, with reference to the brewers themselves, is

there any method of ascertaining exactly what the amount of stock and
bonds is that have been issued in the various breweries of the country ?

Mr. Kendall. Oh, yes, sir; that is a matter of record, but those
stocks and those bonds are largely watered, and they have never—none
of them, I believe, at the present time are paying anything except the
interest upon the bonds, or if they are, but very little upon the pre-
ferred stock which has been issued.
Mr. Newlands. Now, how many large breweries are there in the

country ?

Mr. Kendall. I think perhaps Mr. Thomann could answer that
question better than I can.

Mr. Thomann. It depends upon what the gentleman considers to be
a large brewery.
Mr. Newlands. Well, with capital and bonds issued of a million

dollars, we will say ?

Mr. Thomann. We would rather have the question put in a way
which to us would seem more tangible. If you put your question in
regard to what breweries sell more than 50,000, or 60,000, or 100 000
barrels we could probably answer, but the other question we can' not
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answer because we have no cognizance of how many bonds they have
issued, but we know how many barrels they sell.

Mr. Newlands. How many are there producing more than 100,000
barrels of beer?
Mr. Thomann. I should not think more than about a hundred out

of a total of 1,800, but permit me to reply to the previous question
which he propounded
The Chairman. Perhaps we had better wait on these other questions

untH this gentleman is through.
Mr. Tawney. Mr. Kendall, you understand, of course, the practical

question that this committee must deal with is whether or not we can
get along with the decrease in the revenue which would be occasioned
by the repeal of the war-revenue tax. Do you think we can afford to
take the tax off of beer and not take it off anything else? Would it be
practical in your judgment for us to do it?

Mr. Kendall. It is generally thought by the brewers that the tax
on a good man}' articles could be pretty generally removed and relief

also given to the brewers. That is, to say, if the tax was left upon
tea and tobacco, and the tobacco men have not very much objection to
the taxes as thev are now, and all other taxes wiped out and the brewei'S
given relief, there would still be a surplus.

Mr. Tawney. Suppose that was not the fact; suppose the tobacco
industry demands the same reduction, the removal of the tax upon
their industry, and all the others would come to us and make the same
demand, would it, in your judgment, be advisable for Congress to

remove this tax and therebj' create a deficiency in the Treasury?
Mr. Kendall. My answer to that would be that there is no industry

beaiing the amount of taxation that the brewers are—that is, the tax
as increased by the war-revenue act. The tax upon the brewers is an
enormous burden. All the other taxes are slight in comparison to the
tax you have imposed upon them.
Mr. Dalzell. We have not had before this committee a single

industry calling for relief from taxation that does not make that same
statement.
Mr. Kendall. I presume that is so, but the figures are before you,

Mr. Dalzell.

Mr. Hopkins. Is your tax relatively higher than the tax on whisky ?

Mr. Kendall. No, sir; and it ought not to be. The policy of all

governments has been to encourage the sale of malt liquors by not

overtaxing them, while it has been directly the opposite in regard to

spirituous liquors, and that is the true reasoning in regard to tem-

perance.
Mr. Hopkins. That is, that beer leads to temperance and whisky to

drunkenness ?

Mr Kendall. There is no question about that; the statistics show
that wherever encouragement has beei) given to the consumption of

beer order in society has increased, and wherever you see a large con-

sumption of spirituous liquors there you will see crime increased.

Mr. Underwood. Does the tax on whisky fall upon the manufac-

turer or upon the consumer?
Mr. Hopkins (interruping). Do I understand you, then, that you

advocate the reduction of this tax upon temperance principles ?

Mr. Kendall. If you can give me one day's time to prepare myself
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on this line I could talk to you for ten hours in that direction and con-

vince you every moment of my talk.

Mr. Newlands. Where can the statistics be obtained as to the capi-

talization in stock and bonds of the breweries of the country?
Mr. Kendall. The ones you particularly refer to, I think, sir, can

be obtained in the official brewers' publications—the American Brew-
ers' Journal and the Western Brewers' Journal. I think they publish

every month a page showing the capitalization of these concerns you
refer to.

Mr. RiCHAEDSON. Would a reduction serve your purpose—I mean a

partial reduction—or do you ask for the total reduction of what it was
before the war tax?
Mr. Kendall. It is the sense of the brewers of the entire associa-

tion that they certainly ought to, be placed back to the position they
were before the war. 1 do not presume any of them would find very
much fault if some of it was taken off, but we think we are, entitled

to the entire amount.
The Chairman. Do I understand they do not care for any reduction

unless they get it back to the old tax of a dollar?

Mr. Kendall. They would not like to have the reduction in the
form suggested by one gentleman of the committee, in the way of
raising the rebate allowed to us.

Mr. Tawnet. You would notwant the percentage of rebate increased?
Mr. Kendall. Most certainly not.

Mr. Tawney. That would be the easiest way to accomplish it.

Mr. Kendall. That rebate was established for the purpose of reim-
bursing us for our losses, and it just about does that, and we would not
like to have that confused with any other motive.
Mr. Newlands. As I understand it the reduction you speak of

would result in the reduction of the total revenues of the country
about $35,000,000. Well, now, assuming that it is necessary we
should maintain the revenues, what would you suggest as a substitute
for this tax, in order to maintain the revenues of the Government.
Your claim is that your industry is heavily taxed, as compared with
other industries?

Mr. Kendall. It is overtaxed.
Mr. Newlands. Now, have you got any other method of taxa-

tion

Mr. Kendall. You mean any other article which could be taxed ?

Mr. Newlands. Yes; any other article.

Mr. Kendall. There is one article, and that is the wines of this
country, which go untaxed. They could be taxed just the same as beer.
They contain more alcohol than beer by far—double the quantity of
alcohol that beer has—and still they are not taxed, and they are rapidly
coming into general use in this country, coming in direct competition
with our beers.

Mr. Newlands. Do you not think the increased use may have
resulted in the decreased use of the beers, and not because of the cost
to the consumer, to which you have referred?
Mr. Kendall. Your first question was in regard to it as a revenue

producer?
Mr. Newlands. Yes.
The Chairman. Grentlemen, I had a letter the other day from a
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Tiianufat'turer of these wines complaining loudlj- and bitterly about
the tax on them.
Mr. Kendall. That is 1 cent a bottle, is it not ^ 1 should not think

he would complain very much when it is only 1 cent per quart.
The Chairman. He is complaining loudly and bitterly, saying that

it was ruining hi.s business.
Mr. Newlands. That would not equal the 135,000,000 that Would

betaken off from j-our industry. Have you got anything else to suggest
besides that for taxation!'

Mr. Kendall. I was engaged for many years in selling goods, and I
never ran down other people's goods to sell my own.
Mr. Tawney. There is a tax of 1 cent a quart upon native wine?
Mr. Kendall. I belie\'e there is.

Mr. Tawney. Is not that a larger tax than on beer; you said a
moment ago that the tax was about 1 cent a gallon ?

Mr. Kendall. Oh, my; no.

jNIr. TaWney. I understood him to say that.

Mr. Kendall. Oh, no.

Mr. McClellan. The proportion borne by the consumer.

STATEMENT OF MR. J. W. BROWN, OF BROOKLYN, N. Y., CHAIR-
MAN FINANCE COMMITTEE, UNITED STATES BREWERS' ASSO-

CIATION.

Mr. Bkown. Mr. Chairman and gentlemen of the committee, the
effects of excessive taxation are so well known throughout the civilized

world that, outside of academic discussions, an argument upon the
subject would almost appear puerile. The sum of human experience
is crystallized in the economic axiom that taxation beyond a legitimate

revenue standard can have but one of two effects, namely, it either

defeats its own object by inciting to tax evasions on a grand scale, or,

by enhancing the price, it decreases the consumption of the overtaxed
commodity.
You know, gentlemen, and if j'^ou do. not know the Revenue Com-

missioner will tell you, that evasions of the beer tax do not occur.

Even if they were not almost impossible, the American brewer, as his-

tory ampl}' testifies, would not perpetrate them. From the same offi-

cial source we learn, however, that the other effect of excessive taxa-

tion is painfully manifest. A decrease of 1,000,000 barrels within one
year—and that year one of uncommon prosperity—can not be accounted

for in any other way.
Now, what will be the ultimate result, so far as the drinking habits

of the people and the cause of temperance are concerned, if, with the

present exceedingly low tax upon ardent spirits, this exorbitant beer

tax should be continued for any length of time? The history of our

own country—not to speak of that of many European countries—fur-

nishes an irrefutable answer.

Wise tax laws favoring a broad discrimination in favor of fermented

beverages have, within forty-seven years, succeeded in completely

changing the drinking habits of our people. Whereas forty-seven

years ago we were unenviably conspicuous among civilized peoples as

a nation of hard drinkers, we hold to-day the foremost rank among

B T 2
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temperate nations. Reverse the conditions which brought about this

marvelous change and j^ou inevitably reverse the results.

There is not to-day a single European country where an attempt to

impose a comparatively higher tax upon beer and light wines than
upon ardent spirits would not be considered an unpardonable mistake.

In Belgium, in the Netherlands, in all the Scandinavian countries, in

France, and in liussia the lawmakers earnestly strive to minimize the
evils of intemperance by reducing the taxes upon malt liquors to a
minimum. Switzerland has its governmental alcohol monopoly, sup-
plemented by a very high spirit tax, but malt liquors are scarcely

taxed at all. The Scandinavian countries have their Gothenburg sys-

tem, with its resti'ictions as to the sale of spirits, but this system does
not apply to malt liquors. In France and Belgium and in the Nether-
lands the tax lever is freely used to increase the consumption of malt
liquors and to decrease the use of spirits.

In 1885 Gladstone was driven out of office on account of his proposi-
tion to increase the beer tax, and his opponents, supported by the
British people, dwelt with particular force and emphasis upon the
effect the proposed tax increase would have had upon the cause of tem-
perance and the comfort and well-being of the workmen. It was argued
that beer and ale were the drinks of the common people, and that the
ministerial bill proposed to put on them the expenses of the Egyptian
war. That was quite sufficient to give Gladstone's office to the Mar-
quis of Salisbury, and to change the political complexion of the Gov-
ernment. Great Britain is at present engaged in a war requiring a
much greater amount of money than we expended in the Spanish-
American war, yet the tax upon malt liquors, infinitely lower than
our beer tax, was increased by a few pennies only, while on the other
hand the British spirit tax exceeds the American spirit tax by $1.40.

The objects of this policy require neither explanation nor comment;
they are quite as much of a moral as of a fiscal character, and they are
universally understood and appreciated.

If any evidence of the efficacy of light wines and beers as promoters
of temperance were required, I might quote copiously from recent
official reports upon our canteen system, all showing with convincing
force that wherever our soldiers can easily obtain these mild beverages
drunkenness occurs but rarely, discipline and good order are improved,
and the guardhouses and the hospitals stand unoccupied. Under this

system the mild stimulants take the place of ardent spirits, and' the
result is such an amelioration of the physical and moral well-being of
the troops as no other single agency could possibly produce.
The tax rates which were in force ap to 1898 produced the same

results throughout our country. The war-revenue act reversed these
conditions, and the final result, if the tax be continued, can not but be
a reversal of our achievements in the direction of true temperance.
We do not believe that any statesmen, having at heart the welfare

of his people, can afford to experiment any longer with this serious
and most important question, now that the effects of the tax, predicted
by us two years ago, are beginning to make themselves felt in so pal-
pable a manner.

It is for this and other reasons already stated that we confidently
rely upon your sense of justice for a speedy redemption of the promise
made by your honorable committee in the report accompanying the
war-revenue bill.
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Mr. ]McClellax. I would like to add right in line with that, and of
which you are probably aware, that in five yeai's the effect of the
increase of the wine tax in Italy was to increase by 40 per cent the con-
sumption of rice brandy, directly in line with what you say there.
Mr. Brown. There is no question of that. The statistics will prove

that where mild beverages are overtaxed drunkenness increases and the
British Government particularly have examined into that subject, to
bear as lightly as possible on nialt liquors and as heavily as possible
on ardent spirits.

^Ir. Hopkins. Have these arguments ever been presented to the
temperance societies of the country, so as to get them enlisted in the
cause ?

Mr. Brown. I do not know whether they have or not, but they
should be. I think the brewers claim to be the true temperance advo-
cates of this country.
Mr. jNIcClellan. You are, too.

Mr. Brown. There is no doubt about that, sir.

Mr. Newlands. May I ask you a question ? I believe the use of
beer is more prevalent in Germany than any other country ?

Mr. Brown. 1 believe so.

Mr. Newlands. How does the price of beer to the consumer there
compare with the price in this country?
Mr. Brown. I am not prepared to answer that. Perhaps some of the

gentlemen who were born in German,y and know more of the customs
can answer it.

Mr. McClellan. The prevailing rate in Munich per liter is 18
pffenigs, equal to about 4^ cents.

Mr. Newlands. How much is a liter?

Mr. McClellan. A little more than a quart.

Mr. Newlands. What is the amount given in an ordinary beer
saloon in this countrj^ to a consumer for 5 cents?
Mr. Brown. If you bu}^ by the measure or by the growler, as it is

called, you pay, nominally, 10 cents a pint, but actually you get a
quart for the pint.

Mr. Newlands. Is the price you refer to the price in the beer
garden ?

Mr. McClellan. Yes; in the beer garden.
Mr. Newlands. They buy by the quart?

Mr. McClellan. The liter is the usual measure—a stone liter mug.
Mr. Brown. I admit that the price by the glass, 5 cents a glass, is

perhaps a high price, but there does not seem to be any other coin

that fits into it, but still the price of the retailer is large at 5 cents a

glass, but as a matter of fact, as one of the gentlemen stated here not

long ago, some 60 per cent of the beer is sold by the measure. In the

city from which I come, New York, more than 60 per cent of the beer
is sold by the measure at about 10 cents a quart.

Mr. Newlands. In selling beer by the glass how many glasses are

there in a quart?
Mr. Brown. There are about 400 glasses in the barrel; that is, the

ordinary beer glass that you gentlemen would get over a bar.

Mr. NeWlands. And how many quarts to the barrel?

Mr. Brown. There are 120 quarts, I think.

Mr. SwANSON. The increased exportation of beer to the Philippines

has not made up for the decreased consumption here?
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Mr. Brown. Well, the increase in consumption in the Philippine

Islands is very large, speaking of the percentage, but of the whole it

is not a drop in the bucket.
_

'

Mr. SwANSON. It has not made up for the decreased consumption at

home?
Mr. Brown. No, sir; not a drop in the bucket. After all the Fil-

ipinos become accustomed to beer and all will want beer four or five

times a day possibly it will be something. The total export is about
150,000 barrels, as against a total product of about 35,000,000, so that

bears out my statement that it is a mere drop in the bucket.

STATEMENT OF MR. EDWARD RUHL, OF BOSTON.

Mr. RuHL. Mr. Chairman and gentlemen of the committee, the
principal reasons upon which the United States Brewers' Associa-
tion base their expectation that the beer tax will be reduced to the
former rate are the following:

1. Because it was unjust to impose additional burdens upon an indus-
try that has uninterruptedly and uncomplainingly borne the old war
tax ever since its first imposition (aiding the Government in devising
and maintaining means for its prompt collection), while many legitimate
sources of internal revenue remained untaxed, and while the tax upon
ardent spirits was not increased.

2. Because when the old war tax of $1 was imposed beer sold at $12

Eer barrel, while to-day, with a double tax upon beer, less than one-
alf of that amount is the average price, wages and the ordinary oper-

ating expenses of breweries, cost of raw material, and the capital

required in the business having vastly increased in the meantime.
3. Because the tax was imposed as, and official^ declared to be, a

war measure, designed to raise sufficient revenue for the conduct of the
Spanish-American war, and to be revoked as soon as the exigencies
growing out of such war ceased to exist.

4. Because there is at present in the Federal Treasury not only a
sufficiency, but a constantlj' increasing surplus of revenues, which is

actually causing an "embarrassment of riches," and justifying the
Government in anticipating its obligations to the nation's creditors.

5. Because, while agriculture, commerce, and all branches of indus-
try are enjoying an unprecedented degree of prosperity, expanding
and increasing their operations both in extent and volume, and reap-
ing enormous profits, the brewing industry, overtaxed in a measure
unparalleled in the fiscal history of the world, is in a most deplorable
condition—the decrease in its production amounting, during the past
year, to 1,000,000 barrels, and the number of bankruptcies increasing
at a most alarming rate, and in a proportion clearly indicating the utter
annihilation of the smaller establishments.

6. Because the continuance of this unjust tax, affecting, as it does,
an article of consumption that has justly earned the title of the most
powerful promoter of temperance, and which to the great mass of
the working people of this nation is both food and drink, would be a
most unwise course, not only on account of its injury to one of the
most beneficial and important industries, its injustice to the consumer,
and its evil consequences to the cause of temperance, but also by rea-
son of its destructive effects upon the only source of revenue which
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from the days of the civil war up to 1895 could be relied and counted
upon with almost mathematical accuracj^ for a predeterminable amount
of revenue and an equally certain and steady increase.
The Chairman. Gentlemen, this will close the hearing.
Mr. Bartholdt. I should like to file this letter, Mr. Chairman.
The Chairman. Very well, Mr. Bartholdt, just hand it to the

reporter.

Thereupon the committee adjourned.

APPENDIX.

Anheuser-Busch Brewing Association,
St. Louis, Mo., April 18, 1900.

My Dear Mr. Bartholdt: It is evident that conditions, financial and economical,
call for a modification of war taxes, and that public sentiment is looking to Eepre-
sentatives in Congress to take the initiatory steps.

It is clear that the war-tax measure has resulted in at least two surprises of undeni-
able significance, the effects of neither of which should be unnecessarily prolonged.
One is an overflowing Treasury; the other a decided discouragement to the brewing
interest.

The first is necessarily bad. Such a condition of the Treasury is a standing invita-

tion to raids and schemes of questionable propriety. Our new possessions, even
under the most careful and conservative guidance, must, in the very nature of things,

make more or less of such work inevitable. It would therefore be unwise in the
extreme, at this time, to maintain the additional inducement or temptation of an
overflowing Treasury.

Again, such a state of the Treasury results in a withdrawal of funds from circula-

tion, when they are as much needed as ever ill the history of our country, and when
the new revenue law does not present a method by which the Treasury can with
advantage release these funds when they are collected. In fact, there is no consider-
ation, bearing upon the Treasury alone, that does not work in favor of a reduction
of the revenue.
But the effect upon the brewing interests is not to be overlooked. Statistics (and

their correctness can not be questioned) show how production has been reduced since

the enactment of this law, during a period, too, when every other industry has
flourished aW when universal prosperity has been made the boast of our people.

It may be urged that this complaint is not for me to make. Perhaps not. It is

probably true that the establishment over which I preside has suffered less than others.

Without discussing causes in detail, it is undoubtedly true that the small concerns
have been relatively the greatest sufferers. But I am not prepared to believe that a
new and severe measure, avowedly enacted for a temporary and urgent public pur-

pose only, shall find an argument for its indefinite retention in the circumstance that

the small dealer is most injuriously affected or unfairly oppressed by it. Such a con-

tention would be giving substance to a political complaint which, I submit, has
been made uncomfortable enough as it is.

If there be those who are willing to retain this law for the very reason that it

-works discouragement to our business, we suggest that they be permitted to operate

under their true colors, and that they be denied the use of the cry that more funds

are needed. Revenue is one thing; prohibition is another. And there is danger
in a political combine of the two. We are entitled to meet each of these arguments
on its merits, and if they do not stand apart they may expect to be dealt with as

one. It would be easy to demonstrate that the cause of temperance can only be
injured by taxing breweries to the point of discouragement. If the experience of

our country does not suffice, the history of England must prove convincing.

When the war measure was suggested our interests promptly responded; none
more cheerfully or reliably. On the day when the measure was signed it was safe

to base appropriations upon the share to be contributed by the brewery interests,

and so it has continued since then. But when a war is over, and its financial con-

sequences have been provided for, a war tax has no place on the statute books. That
was promised when the law was enacted. So much would be true if no express

promise had been made. The fact that the tax of the civil war was retained all
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these years should not be taken as' a precedent for the infliction of this further bur-
den, but ought to serve as a distinct reason for prompt relief at the earliest possi-

ble moment. If there be a disposition to enter upon broader expenditures, based
upon a permanent income of larger proportions than existed before the late war, then
we protest that there should be some measure in the burdens assigned to us. If the
sense of the American people upon this question is to be tested, the only safe course
will be to so distribute the needed taxes as to enable the people to judge of the
question by their common experience. In other words, this disproportionate taxa-
tion of one industry for the support—possibly for the subsidizing^—of others can not
expect our support, and ultimately will have the disapproval of the entire people.
We are told that the war is virtually over. There is one, and only one, persuasive

proof of that declaration ; one thatw ill carry conviction throughout the land. Reduce
the income that war alone justifies, and the people will believe that, in the mind of
the Goverimient, the war is over.

I make no complaint. I have consistently supported the Government from start
to finish, and do so now. As promises have been kept in the past, so I think they
wiU be kept in the future. As I have cheerfully paid double taxes when there was
reason for the burden, so do I now protest against a tax which the Government does
not need, and for which I therefore can see no legitimate excuse.

Very truly, yours,

Adolphus Busch.
Hon. EicHAED Bartholdt,

Washington, D. C.

o
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MEMORIAL OF THE NATIONAL RETAIL LIQUOR DEALERS' AS-
SOCIATION OF THE UNITED STATES.

Washington, D. C, May 16, 1900.
Hon. Seeeno E. Payne,

Chairman Committee oti Ways and Ifecms,

Mouse oj^ Representatives.

Sir: On behalf of the Retail Liquor Dealers' Association of the
United States we most respectfully unite our memorial to that of the
Associated Brewers of the nation and petition your honorable com-
mittee and Congress for the repeal of the extra war revenue on fer-

mented and malt liquors.

This tax was levied to meet the exigencies of the Spanish-American
war, and its unparalleled severity must be conceded when it is con-

sidered that the civil-war revenue, which still remains unrepealed,
though thirty-five years have elapsed since its imposition, equaled but
one-twelfth, while the war revenue of 1898, superadded thereto,

absorbs two-fifths of the selling value of the manufactured product.

This manifest hardship is emphasized by the additional fact that

the decrease in the profits of beer during the same period has kept
pace with the decline in its selling price, which amounts to 60 per cent.

This reduction in price and profit is caused by competition, con-

tinual improvement in quality, and an increase of 40 per cent in the

wages of those, employed in its manufacture. The revenue on fer-

mented liquors aggregated, for the revenue year ending June 30, 1899,

868,644,558, and this unprecedented strain upon their financial

resources affects not only the brewer, but also the retailer, who, to a

greater or less extent, divides in many localities, directly or indirectly,

some portion of its responsibility with the brewer.

In addition the retailer has to assume and bear almost singly and
alone a burdensome revenue tax of $1.10 per gallon on distilled spirits,

which totalized for the year of 1899 $99,283,534, and which, combined
with the larger and more prescriptive sums involved in "high license"

municipal, county taxes, and restrictive sumptuary legislation, has

reduced the retailer to a condition that is almost insupportable. Beer

is not inaptly termed "the poor man's liquid food,'^"the drink that

cheers, but not inebriates."

It supplies not only the supreme requisitions of a palatable, refresh-

ing, and nutritious beverage, but has become an absolute necessity in

stimulating and restoring the exhausted physical energies of men and
3
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women, laboriously occupied in close and stifling apartments, whose
atmospheres reek with defective ventilation, and whose temperatures
fluctuate from 98° to 100° during the warm and oppressive months of

summer.
It contains but -i per cent of alcohol, while cider, wines, whiskies,

gins, and brandies range from 8.6 to 54.3 per cent.

It affords the only practical solution of genuine temperance, as it sub-

stitutes a mild and healthful stimulant for the more highly concen-
trated products of the distilleries. For this reason its consumption
by the natives of our newly-acquired provinces should be encouraged
and fostered, rather than prohibited.

And we most earnestly hope, in the interest of true temperance and
with all deference, that the House of Representatives, through your
honorable committee, will reconsider its recent action in appending a
clause to the Hawaiian constitution prohibiting the establishment of

the saloon in that territory. The American saloon is the creation of

law and order. It is the Government's greatest revenue producer, and
wherever it has been introduced sobriety and decency have followed
in its wake.
As the representative distributer of a beverage which harmonizes

with the more cultivated and better disciplined convivial habits of a
higher civilization, the establishment of the American saloon should
not be prohibited in the interests (however unwittingly) of the native
or local "speak easy," which will dispense and distribute, if said clause

is retained, those various samples of liquid madness which are gen-
erated from the refuse of the caneries and sugar mills of the island.

The Hon. Frank E. Wilson, of New York, in a speech delivered in

the House of Representatives April 30, said:

The cash, balance in the Treasury on the 1st of February was ?292,490,973.30; the
cash balance on the 1st of March had increased $5,871,850.28. The surplus outside
of the gold reserve, which was formerly counted as a surplus, is a little over
$198,000,000.

This statement indicates that the receipts of the Government are in

excess of its expenditures, and that a large surplus is consequently
accumulating, which means a corresponding deficit in the financial'

resources of the taxpayers. Such a condition pleads most eloquently
for the immediate reduction of that imperial system of taxation which
was only rendered possible by the absolute necessities arising from
the supreme crisis of war.
The brewers and retailers have ever been the largest contributers to

the revenue necessities of the nation.

The total receipts of the*Government for the j^ear 1899 aggregated
$515,652,666. Of this vast sum, the brewers and retail dealers in dis-

tilled and fermented liquors paid 1167,927.92, or almost one-third of
the entire amount collected from all departments of national industry,
capital, and enterprise combined.
Under these circumstances, and especially as the brewers patriotic-

ally and unselfishly contributed at least 40 per cent of the moneys
collected under the new act for the successful prosecution of the Span-
ish-American war, it does not seem unreasonable that they should
appeal to the earliest and most serious consideration of their national
representatives for relief from the extra war revenue on malt liquors,
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which has become especially oppressive and intolerable by reason of
its being no longer necessary.

Respectfully, E. L. Jordan, Chairman,
W. T. Whelan, Sea'etary,

Wm. RIcGuiee,
John F. Gainty,
Hon. C. SCHWEICKHARDT,
jMoKRis Tekulsky,
J. G. Hartmann,
Aug. Koehlee,
R. J. Halle,
P. H. Nolan,

Menihei's_ of the Legislative Committee of the Retail
Liquor Dealer's' Association of the United States.
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TAX ON RECEIPTS (EXPRESS, FREIGHT, AND STEAM SHIPMENTS)
AND TELEGRAMS-WAR-REVENUE ACT.

(COMPANIES TO PAY THE TAX.)

Committee on Wats and Means,
Wednesday, May 3, 1900.

The committee met at 10.30 a. m., Hon. Sereno E. Payne in the
chair.

The Chairman. We will now proceed with this hearing.

STATEMENT OF MR. ARTHUR J. BALDWIN, OF COUNSEL FOR
MERCHANTS' ASSOCIATION, OF NEW YORK.

Mr. Baldwin. Mr. Chairman and gentlemen of the committee, this

delegation represents the Merchants' Association, of New York, and
we think we voice the sentiment of the merchants of our land when
we ask for a reduction in the stamp tax upon the interchange of com-
modities, including, of course, the express companies, freight, steam
shipments, and telegrams.

The Merchants' Association of New York City is composed of about
1,400 finns and corporations, who are associated together represent-

ing everJ' line of industry and also of over 30,000 firms who are non-

residents of the city of New York who are members of the association

and who trade with New York City. It is idle for me to call your
attention to reasons why these taxes should be reduced in case the

income of the Government exceeds its expenditures.

It is idle for us to point out to you that an accumulation of surplus

in the national treasury is prejudicial to the commercial interests of

the country and how a stamp tax levied as this upon the trade when
there is no need of it for revenue is unjust, and I snail confine myself
entirely to the other branch of the argument, and in case this commit-

tee and Congress shall determine that the conditions of the national

finances are such that it is not wise at this time to reduce the income,

we think there should be a change or modification of the law to shift

a portion of the burden which we now feel is unjustly imposed upon
the shipper. I refer to the tax levied upon express companies, which

by them has been shifted upon the merchants—upon the shippers.

At the time this law went into effect, in 1898, 1 think, there was no one

but what united in the belief that this was intended as a tax upon the

express companies as well as upon the other lines which had been

cafied upon to contribute to the fund which was necessary at that

time. The language of the statute seems to point directly to the inten-

tion of Cong;ress to levy a tax upon the transportation companies,

5
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upon the express companies. As you know, the case was taken to the

court, or I may say before that that the language itself is in this form:
"It shall be the duty of every railroad and express company, etc."

Mr. Grosvenoe. Is it worth while to discuss that question ?

Mr. Baldwin. Perhaps not, except as far as the intention

Mr. Geosvenor. The Supreme Court of the United States has
decided that this tax is a tax against the individual shipper.

Mr. Baldwin. Yes, sir; and I will pass that point.

Mr. Grosvenoe. We are Tjound by their construction of it.

Mr. Baldwin. Exactly.
Mr. Grosvenoe. We did not anticipate that it would be so, I agree.

Mr. Baldwin. Then that takes away a large portion of my argu-
ment, because that is the intention, we think, must have been placed
upon it, because I have here the records of your proceedings and the
debates in Congress, all of which
The Chaieman. The records of debates in conference?
Mr. Baldwin. No; in Congress.
The Chaieman. That language was fixed in conference between the

two Houses.
Mr. Geosvenoe. That language was finally fixed by the committee

of conference.
Mr. Baldwin. I see. Well, I simply want to call your attention to

the fact, because the former revenue law, the one passed in the days of
the rebellion, imposed upon the express companies a tax, first in the
form of a stamp tax, and then after one year, on the application of the
express companies, the law was changed and the stamp tax was abol-

ished and a gross-income tax was levied by the law of 1863.

Under former legislation there was a tax upon express companies.
The question only is this. Is it right that the express companies should
escape the taxation ? In the first place, that tax as it is seems small,

but I want to call your attention to some arguments which were used
by the express companies in the case of Simpson against the Adams
Express Company which was decided by the Supreme Court. In that
argument Mr. Steele, counsel for Adams Express Company, iatro-

duced an affidavit by which it was shown that this tax amounted to

$1,600,000 for the five principal express companies of the land, so
that the item is not small; it is large.

Mr. Grosvenoe. When was that?

Mr. Baldwin. In the case of Simpson against the Adams Express
Company of last year, showing that the estimated income of this tax
would amount for the five principal express companies to $1,600,000
per annum. Situated as our trade is to-day, the element of transpor-
tation is everything. The small merchant is obliged to compete with
the city merchant. The country merchant must to-day carry lines of
samples and furnish his customers with articles which fifty years ago
would not be thought of, and the only way in which he, with his limited
capital, can do this is by samples and rapidly replenishing his stock
and by the facilities of shipments which are his. Very oftentimes
the country merchant is obliged to supply, his customers with articles
which he has to furnish by express, and in many instances that express
charge upon those commodities equals the value of the article.

The Merchants' Association collected a record of some 3,000 pack-
ages, in which it showed that the transportation charges on the aver-
age of the 3,000 packages amounted to from between 6 and 8 per cent
of the entire value of the commodities. So the element of transporta-
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tion is a large one, arid every item that is placed upon that, every
additional burden that is placed upon that in tne question of transpor-
tation, is an element in determining the value—the amount of profit to
the merchant.
The Chairman. Have they gone a little further and estimated what

percentage the tax amounted to on those articles—what the percentage
of the stamp tax amounted to on the value of those 3,000 articles?
Did they go far enough to find out what that was?
Mr. Baldwin. No; I do not think that estimate was carried out on

their value.

The Chairman. That would be more to the point.
Mr. Baldwin. The tax that is now laid is a tax upon sales. If I go to

a store here in Washington and purchase an article and take it away with
me there is no tax. If that merchant takes that hat which I buy and
sends it by his messenger to me at my hotel there is no tax upon it,

but if that merchant delivers that package to an expi'ess company to
be sent to me then there is a tax levied upon the sale; that is the way
it results. There is only one new element in the transaction and that
is the element of transportation, and that tax is levied upon the trans-

portation, although it amounts to a tax upon the sale.

The Chairman. You are not complaining because this tax does not
reach every article you sell

Mr. Baldwin. Not at all; I am only showing as it is now that it is

unjust to impose this upon the shipper and let the express company
escape the tax. It is simply a question of shifting the burden, provid-
ing the committee does not deem it advisable at this time to abolish

the tax on these articles altogether.

Mr. Underwood. As I understand you, you mean that by law we
can reenact the statute so it will apply to the express companies, and
put the burden upon them instead of leaving it upon the shipper ?

Mr. Baldwin. .Yes, sir; instead of leaving the burden upon the ship-

per, as it is now.
The Chairman. If they raise their rates to the amount of the tax,

how much better ofi' wiU you be ?

Mr. Baldwin. Then the question of contract comes in; the express
companies alone of all transportation companies are the only ones

which have escaped the regulations by the Government of their

charges. They are perfectly free to charge what they wish. It is a

monopoly, and I mean a monopoly in the odious sense of that term.

They hold exclusive contracts with railroad companies. They agree

among themselves for a division of the territory. The price of trans-

portation is fixed, not by contract, because the express companies fix

that; not by competition, but arbitrarily. Now, this tax, as it is, if it

is reenacted as a tax upon each package, to be paid by them, then, it

seems to me, there should be some provision made that the burden
should fall upon the express companies and not upon the shipper, and
then the question would be upon Congress of whether or not it would
be a reasonable charge; and if the intent of Congress was manifest

that this was designed as a tax upon the express companies, then it

would be in the power of Congress to compel them to leave the scale

as it is and say they should not raise their rates because they are

common-law carriers.

Mr. Newlands. Are the express charges regulated as to public use

in any of the States of the country?

Mr. Baldwin. In some of the States, I believe, the legislatures have
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regulated the price of the charges, and in those States they could not
double up the rates. I understand some of the Western States have
regulated it in that way, but 1 think in most of the States there are

no laws regulating the price which can be charged by the express
coiripany.

Mr. Underwood. As I understand your argument it is not a question
so much of the express rate involved, but that the merchants pay other
taxes, and to equalize this burden of taxation you think it ought not
to be put upon the shipper ?

Mr. Baldwin. Yes, sir.

Mr. Geosvenoe. Is the express business profitable In the United
States?

Mr. Baldwin. As far as that goes I wish to say the Adams Express
Company is capitalized at 112,000,000 and has never
Mr. Geosvenoe. How is it composed ?

Mr. Baldwin. It is a joint-stock association.

Mr. Geosvenoe. It is not a corporation ?

Mr. Baldwin. No, sir; it is what is termed a joint-stock association.
Mr. Geosvenoe. It is a partnership with each partner owning his

own share of the concern ?

Mr. Baldwin. Yes."

The Chaieman. It is what is called in New York State
Mr. Baldwin. We have such a partnership in New York State,

termed a joint-stock association.

The Chaieman. A sort of quasi-partnership?

_
Mr. Baldwin. They have certain rights as a corporation, a limited

liability corporation or partnership. They have an actual investment, I
believe, of less than $1,200,000, and they are capitalized at $12,000,000.
Since their inception they have divided among the stockholders of that
company over 140,000,000 of profits.

Mj-. NEWLAJfDS. During what time?
Mr. Baldwin. I forget the date of the organization. Can you give

me that, Mr. Mead?
Mr. Geosvenoe. It has been a great many years ?

Mr. Baldwin. They are one of the oldest companies in the countiy

.

Mr. Geosvenoe. What is that—the Adams or the United States ?

Mr. Baldwin. The Adams.
Mr. Geosvenoe. The president of the Adams Express Company

made a statement before this committee in which he stated that the
express company would be delighted to receive 5 per cent of their
gross receipts as net profits on their business. What do vou sav as to
that?

Mr. Baldwin. 1 do not know what they do receive; I do not know
the volume of the business.
Mr. Geosvenoe. The facts about it is that the railroads absorb a

large share of the whole of that business.
Mr. Baldwin. This statement, I believe, is true: The average divi-

dend declared by the express company prior to 1897 was 8 per cent
per annum, and in the year 1897 they had an accumulated surplus of
115,000,000; and in certain localities where taxes are levied upon
dividends, in order to escape that they gave ea,ch stockholder a bond
equal to the amount of stock which he held—a collateral bond (you
may say it was fictitious) secured by the surplus which it had, paying
4 per cent, thereby reducing the dividends down to 4 per cent. In
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other words, it was a division of $12,000,000, an amount equal to their
capital stock in 1897. Now, it can not be said that this is not a hand-
some return for the capital invested in the express business. Now,
they occupy, pf course, a quasi-public franchise; they have these exclu-
sive rights with the railroads; competition can not enter into it; and
it is a question on all the business whether or not their charges are
reasonable and just, and whether they should be made to bear a portion
of these expenses.

_
Now, it seems to us there can be no doubt but what it was the inten-

tion of Congress, in fact you say it was, that they should bear this

expense. By means of the phraseology of the law they have escaped
it, and they have saddled upon the shipping public this tax which was
designed for them. Now, if this tax is unjust, if it is a charge against
the express companies, the shipper should be relieved, and they should
be charged either taxes upon their dividends or upon their gross
receipts—upon the amount of business which they do^an equitable tax
simply that they may share the burdens together with the shipper.

Mr. Newlands. Under the income-tax decision can the tax be
imposed upon their gross or net receipts ?

Mr. Baldwin. That, sir, is a grave question which at this time
The Chairman. That is a question before the court now in a suit

brought by the American Sugar Keiining Company.
Mr. Baldwin. Whether that is constitutional.

Mr. Steele. Is there a tax imposed upon the American Sugar
Refining Company ?

The Chairman. Yes, sir; and on all sugar refining companies and
oil companies where the income, I think, is over $250,000 a year.

Mr. Underwood. You think by a change of phraseology the tax

could be placed upon these express companies 'i

Mr. Baldwin. Yes; it could.

Mr. Grosvenor. We have a tax in Ohio on the gross receipts of a

number of corporations.

Mr. Newlands. There was no question about the power of the

United States, I imagine, until the income-tax decision.

Mr. Baldwin. I will call your attention to the fact that under the

fomier tax law of 1863 there was a provision—and I may say this

comes to me from recollection, although this phase of the argument
had not come to my mind at the time—whereby it was provided that

the shipper or person impelled to pay the tax was not allowed to shift

the burden of that tax over to another party, and I believe such a law

would be constitutional even if put into a statute, or if it was not placed

in the statute—if it was affirmative proof that at the time they should

paj' this tax—that in that event it would then be for the courts to deter-

mine whether an increase in the prices and rates charged was reason-

able or not, but Congress could determine it and determine it in that

manner.
Mr. Grosvenor. Would it not, then, be for the court to determine

whether that was not an attempt to interfere with the right to con-

tract 'i Would 3^ou not there run up against another obstacle ?

Mr. Baldwin. But there can be a limitation placed upon contracts

to regulate contracts^ because this is a public corporation.

Mr. Grosvenor. Congress might be able to fix the price which rail-

roads should charge for interstate commerce, but if Iwant to pay more

1 suppose I would be allowed to make that contract.
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Mr. Newlands. But could not enforce it.

Mr. Gkosvenok. No; could not enforce it.

Mr. Baldwin. Now,, gentlemen, the position of the merchants, I

think, is understood, and it is not necessary for us to go on with the
argument, and I may say all trade organizations are in favor of this,

because the merchant is taxed on nearly everything he does.

The Chairman. Is this the only tax you are complaining of ?

Mr. Baldwin. It is the only tax; yes, sir. We are not complaining
of the tax, gentlemen; it is not that; it is simply the added burden to

commerce, and we believe
Th& Chairman. This is the only tax you want to see removed?
Mr. Baldwin. And upon telegrams and interchange of commodities;

those are the only ones we would take off at this time, because we
believe

The Chairman. Do you want to be heard upon the question of tele-

grams and interchange of commodities ?

Mr. Baldwin. I do not, further than to say that is a question I

believe for Congress to determine, whether it has revenues such as it

can be done. I think that the merchants of New York and of the
United States are loyal, and they are perfectly ready to stand their

portion of the burden, whatever their representatives deem is just,

but they do wish that the burden may be distributed equally among
all parties, and we believe that if it is not reduced that the law should
be changed so that the intent of Congress in levying a tax on express
companies should be borne by them, because, gentlemen, as it is to-day
it is one of these little annoying things which makes the merchant mad,
because as he reads the act the intention of Congress is perfectly plain;

there is no doubt of it; and then to have the express companies levy
the tax upon him, it simply makes him mad.
Mr. Grosvenor. The Commissioner of Intex-nal Revenue decided,

and had the order ready to issue, that all money-order offices of the
express companies should pay a brokerage tax of $50, which amounted
to some $600,000—I do not know now much; that same order
affected, if it had been done, telegraph money orders, and they would
be compelled to pay |50 a year, and that order was ready to issue.

What would have been the effect upon the business of the country if

that had been done, if it had been carried out, and that seems to be
rather the language of our statute ? What would have been the gen-
eral effect of that sort of ruling? Would it have bi'oken up all this
business entirely?

Mr. Baldwin. By that sort of rule the merchants in established
lines of trade are not affected, because they have their
Mr. Grosvenor. Do you not send money by order ?

Mr. Baldwin. No doubt in certain i-ural communities that is done,
but the average merchant—and I think I am safe in saying that at least

99 per cent of all the exchange of money is not made by telegraph or
express offices.

Mr. Grosvenor. How is il done ?

Mr. Baldwin. Through the banks.
Mr. Grosvenor. And the banks in New York charge for collecting

on checks?
Mr. Baldwin. Yes, sir; in New York.
Mr. Grosvenor. That is done on the New York plan exclusively?
Mr. Baldwin. I suppose that refers to our clearing-house rules, that

do not meet with the approval, I will say, of many of the merchants.
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Mr. Underwood. A great deal of this business is done through the
Post-Ofl5ce Department?
Mr. Baldwin. Yes, sir; by country banks and through the Post-

Office.

Mr. Newlands. I understood you to say that as to the express com-
panies, it is estimated if the tax were imposed upon the express com-
panies it would amount to $1,600,000.
Mr. Baldwin. Yes, sir; for the five companies; that is their state-

ment.
Mr. Newlands. Are there any other companies than the five ?

Mr. Baldwin. Yes, sir; I believe there are a large number of others
which I did not estimate, and the amount would be much larger if

they all paid the tax.

Mr. Newlands. Has there any estimate been made as to what the
Western Union Telegraph Company would have to pay in case the
tax was imposed upon them instead of upon the senders of the mes-
sages ?

Mr. Baldwin. I think not. I have never heard that estimated,
because the purpose of the law was, and the merchants have taken
that ground, the sender must affix the stamp. That was the ruling
adopted. I maj' say the railroads from the start have paid this tax
upon the bills of lading and are paying it yet, but the express com-
panies alone, of all the transportation companies, have refused to pay,
and have shifted the burden.
Now, gentlemen, that is my main line of argument and I think it

was the intention of Congress—you have admitted it—and I think
there was no doubt about that, and it seems
The Chairman. -Some of these express companies are not pajj'ing

dividends ?

Mr. Baldwin. Well, I think every one of those express companies
are enoi'mously overcapitalized.

The Chairsian. I say some of them have not paid dividends for

some years, have they ?

Mr. Baldwin. I am not conversant with that fact, I confess.

The Chairman. That is my information.

Mr. Newlands. You say it is clear the intention of Congress was
that the sender should pay the tax upon the telegrams, but it was also

clearly the intention of Congress that the, express companies should

pay the tax upon parcels. How do you ascertain

Mr. Baldwin. 1 say that is the interpretation placed upon the law

by the merchants at the time, and they have accepted the rule in regard

to telegraph companies because the case seemed so much stronger

against the express companies.

The Chairman. And your express companies have charged this tax

ever since the law was commenced to be put in force?

Mr. Baldwin. Yes, sir; from the very start they have levied this

amount upon the merchants.

Mr. Grosvenor. I think our general idea was to put the tax upon
someone who issued or sent out something, and the effect of it would

be to make the sender of the telegram to put the stamp upon that, that

the express company who issued a receipt should put a stamp upon
that, and so all the way through, the same as it is on everything; if I

go to the bank and give a check I issue it and have to put the 2-cent

stamp on it, but if the bank gives me a certificate of deposit it issues
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it and it should put the stamp on it, and the sleeping-car ticket the

same way. This is the single exception of the rule.

Mr. Baldwin. Section 7 expressly provides the penalty for anyone
who shall issue a paper upon which a stamp has not been affixed, and
under the law it says the express companies shall issue a bill of lading

with a stamp affixed to it; it is not a bill of lading until the stamp is

affixed, so, accordingly, it is a little difficult to see how the sender of
the package could affix the stamp.
Mr. Russell. From New York outside to the suburban districts

there are local express companies, so to speak, that the merchants
employ in the delivery of their goods?
Mr. Baldwin. Yes, sir; a great many of them.
Mr. Russell. They pay for the transportation to these local express

conipanies and you still have that tax to pay?
Mr. Baldwin. Yes, sir.

Mr. Russell. If you were relieved of that would you not in fact

be relieved of a large portion of the express transportation which the
merchants of New York employ?
Mr. Baldwin. Well, I think not.

Mr. Russell. In other words, for the long distances you do not,

except in rare cases or in a minority of cases, use the great express
companies, but you use freight?

Mr. Baldwin. Of course, that is the heavy shipments; but the busi-
ness of the express companies has very enormously increased, because
the country merchants send in small orders for quick delivery, and the
merchants are compelled to use the express companies constantly; and
the plaintiflE in this case, a merchant in New York City, in the case of
Simpspn against the Adams Express Company, it appeared that he
shipped by this one company 250 packages per month—that is, by the
Adams Express Company alone.

Mr. Russell. Can you tell the number of what I call local or sub-
urban express companies going out from New York to the suburbs ?

Mr. Baldwin. I can not, except that every suburb like Orange,
Montclair, etc. , has an express company which does not d^al with 9ie
railroads and that is open to competition.
Mr. Russell. The merchants in Montclair and other places mail

orders to the merchants in New York, and the New York merchants
in shipping to these country merchants employ these local or suburban
express companies rather than the great express companies, which use
the railroads, do they not?
Mr. Baldwin. They do in a sense, but I may say that the residents

of Orange, for instance, trade with New York City; everyone deals
with New York City; they do not deal with the local merchants any-
where, say within a hundred miles of New York, and the merchants
of New York deliver free of charge, and they are compelled to pay
these express companies for the delivery of the goods. Anyone living
within a very large radius of New York'^has his goods delivered free to
him by the retailer.

Mr. Russell. That is to the individual purchaser and not to the
country merchant?
Mr. Baldwin. To the country merchant the local express carries

the goods.
Mr. Russell. And to the country merchant outside of New York

these local express companies carry perhaps a majority of these goods
which go by transportation?
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Mr. Baldwin. Within a radius of 25 miles; anywhere that a team
can make in the course of a night and a day.
Mr. EusSELL. That same rule applies throughout all large cities?

Mr. Baldwin. Practically; yes, sir. The trade organizations who
took up this matter, a great many of them of course have taken the
same view of this question ; and this is not a question of the amount,
although the aggregate of it amounts to a very heavy burden.
Mr. Russell. One other thing: These local or suburban express

companies are not great corporations which are overcapitalized and
pay enormous dividends?
Mr. Baldwin. They are not.

Mr. Russell. So the burden of this tax to the local or suburban
express companies is realh^ severe
Mr. Baldwin. It is because they deliver packages for 8 cents where

the express companies would charge 25.

The Chairman. Do you say the Adams Company stated the amount
of taxes paid bv the express companies would be 11,600,000?
Mr. Baldwin. No; that the amount of the five principal express com-

panies would be $1,600,000. That was the aflEidavit of Mr. Steele in

that suit.

The Chairman. They would be the only parties who could tell?

Mr. Baldwin. Yes, sir; there is no one who can estimate that fact.

The investigation of the merchants' association carried on as to the

cost of transportation of the express companies shows there is a vari-

ation in the rate from—the argument of the express company, I may
say, is that the terminal charges are the heavy ones—that is, the deliv-

eries from the station to the consignee are the heavy charges—and it is

shown that the variation of the expense differs on the same package
from 100 to 6,000 per cent, according to the city. For instance, they
charge $8 for the delivery in

Mr. Newlands. Eight dollars per what?
Mr. Baldwin. That portion of the charge is the proportion to the

freight rates, comparing the express charges with the freight rate,

the amount they charge if they deliver the package of 100 pounds in

San Francisco—the amount they allow for the terminal charges—and
on that one it will be something over 2,000 per cent more than it

would be for the same package, say, delivei-ed in Montclair. That is,

that argument only demonstrated this, that their charges are arbi-

trary. The}' fix them, not according to the actual expenditure, but

what they can get, and a reasonable profit on it, I suppose. But our

position, I may say—I do not wish to occupy the committee's atten-

tion longer, as you fully understand our position, which voices the

sentiment of the merchants of the United States—is that it is unjust

that the express companies should shift this burden upon the shipper.

STATEMENT OF MR, F. C. MEAD, SECRETARY OF THE MER-
CHANTS' ASSOCIATION.

Mr. Mead. Mr. Chairman and gentlemen of the committee, may I

add one word, and that is in regard to the question of this express

business. The question seems to have been raised of whether or not,

after all, the volume of express business of the city of New York car-

ried is not carried by the local express companies. That is the case.

The large cities of this country are the trade centers, and to those cities
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come merchants from all over the United States to purchase their sup-

ply of goods for the coming season.

For instance, in New York City during the last two months we have
had of the members of our association over 2,500 members, all of whom
are merchants in good standing—that is, merchants of a creditable rat-

ing—from all parts of the United States coming there to buy their goods.

Those goods bought at that time are shipped by freight, but in these

days of competition the merchants throughout the country have to

carry a large line of styles and assortments where twenty or twenty-
five years ago they would carry a few styles of staple articles and carry
large quantities. To-day thej^ are carrying a large line of different

styles, and but comparatively a small quantity in each particular line,

which is owing to the condition of trade competition, and it can not be
helped; and when those lines begin to run down they have to order by
mail the goods to replenish their stock, and those things must be ship-

ped by express. Hence the express business from New York City is

much larger to points distant from New York not reached by the local

companies than the local points.

The local points are a comparatively small item of the total. The
number of packages shipped by these five express companies, all of

which are shipped by rail, during' the day averages over 40,000 express
packages. That statement has been made by representatives of the
express companies themselves. That shows the enormous volume of
this business which goes from New York alone; and the same is true
from eveiy other trade center in the United States.

Mr. Russell. Does that include the purchases of individuals sent

out by the great department stores ?

Mr. Mead. If they are sent by these express companies and not by
the local companies; that is the average total of the packages shipped
per day by these express companies.
Mr. Newlands. What is the tax on those

?

Mr. Mead. It is 1 cent on each receipt, and there must be a receipt

for each shipment.
Mr. Newlands. And there are 40,000 of those, at 1 cent each?
Mr. Mead. It would be |400 a day, or rather it would be in the

neighborhood of 45,000 a day.

Mr. Newlands. That is the tax imposed on all the merchants of

New York?
Mr. Mead. Yes, sir; on all the merchants of New York in this par-

ticular way. The merchants of New York have other taxes imposed
upon them which they also bear, comparatively without a murmur.
Then there are also a number of lines of trade in which all the ship-
ments would be made by express. For instance there is the jewelry
trade. Almost all the shipments of that trade must be made by
express in order to insure the safety of the transportation.

Then there is one other point that I want to call attention to. At
the time the act went into efl'ect the express companies took the atti-

tude they have assumed in respect to the payment of the stamp tax,

and they immediately started up throughout this country an agitation
against the express companies, an agitation looking toward the restric-

tion of the express business by the State legislation. There were bills

prepared in a number of States, and in a few of them they were actually
introduced in the legislature as looking toward that thing similar to
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the agitation carried on very extensively against the railroad trans-
portation companies some years ago.

This agitation was suspended upon the termination of the suit which
was recently decided by the Supreme Court of the United States, but
from the reports which we received from a great manj^ of the travelers
throughout the whole country we believe, just as sure as the sun shines
to-day, that unless the merchants are relieved of this in some way,
which to them is more than a burden—it is an annoyance—unless they
are relieved, that agitation will start up again this coming summer and
be more widespread than practically it was at the time the law went
into effect even, and the party in power will, I am afraid, be the one
that will be blamed by the merchant ti-ade and the country for not
seeing that some just relief be granted them in reference to this par-
ticular tax.

STATEMENT OF MR. AUGUSTUS K. SLOAN, PRESIDENT OF THE
JEWELERS' ASSOCIATION AND BOARD OF TRADE OF NEW
YORK.

Mr. Sloan. Mr. Chairman and gentlemen of the committee, Mr.
BUss, one of the managers of the Grorham Manufacturing Company,
and myself represent the Jewelers' Association and Board of Trade of

New York, which is composed of the largest manufacturing jewelers

and silversmiths and kindred trades of New York, Providence, and
Chicago. We are probably the largest shippers by express of any
other class of merchants in the country.

Mr. Baldwin has covered this whole ground as far as I can see, and
I have nothing to say except we feel that this tax is very unjust on us

and should be shifted to the express companies. That is all I have to

say, gentlemen, and I thank you.
Thereupon the committee went into executive session.

o
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Your petitioners here are not economic specialists. The^^ do not
intend to make an elaborate analysis of the war-revenue act to

show its inadequacies from the standpoint of economic theory. They
desire only briefly and respectfully to point out to your committee
certain inequalities and hardships in its operation upon the section of
the community to which thej' belong, which have been forced upon
their notice bj- their practical experience ; and they desire, too,

to insist upon the bearing on the question of granting them the relief

they ask of certain facts concerning the condition of the National
Treasury, which are so notorious as to be familiar to your petitioners,

in common with the people at large, and so momentous as day by day
to be engrossing a larger share of public attention.

The immediate constituency, by whose direction and in whose behalf
we appear before you, is the Consolidated Stock and Petroleum
Exchange of New York. This is in itself an organization of impor-
tance in the business world. It was founded in 1876, and now has a
membership of over 1,500. The volume of its business appears from
its clearances in 1899: Stocks, 77,762,220 shares; mining stocks,

1,917,400 shares; bond transactions, $19,678,000; grain clearances,

809,312,000 bushels. The burdens of which, in behalf of this organ-
ization, we complain are, however, not peculiar to it or its members.
They bear equall}' upon the whole section of the community whose
business involves the purchase and sale, public or private, of corporate
stock and the public sale of agricultural products.

Those burdens, categorically stated, are these:

I. The act imposes upon this class of the communitj^ a burden wholly
disproportionate to those resting on persons engaged in other lines

of business. This burden is twofold.

There is a license tax on the business of brokerage which, perfectly

j)roper if similar taxes were placed upon other occupations, is, it is

submitted, standing alone, an unjust discrimination against those
engaged in a legitimate and necessary business.

There is an unjust and oppressive tax upon the transactions of the
business itself. A tax of 2 cents upon the transfer of a hundred-dollar
share certificate seems at first sight little and a light burden on one who
occasionally buys or sells a stock certificate. Yet on the business of

buying and selling shares it is a grievous impost. In 1899, as already
stated, the clearances of the Consolidated Stock andPetroleum Exchange
amounted to 77,762,220 shares. During the same year the sales of the
New York Stock Exchange were 176,421,135 shares. The tax upon
the business done by the members of these and other exchanges thus
amounted in a single year to over $5,000,000 on stock transactions
alone.

The inequality of the burden thus imposed upon the business of your
petitioners appears clearly when we compare the provisions of this act

with those of the act of June 30, 1864. That act contained a compre-
hensive scheme of internal revenue taxation, which, taken in all its

parts, rested equally upon the people. The framers of the new act,

while they closely copied the old act in the provisions which they
enacted, were very far from taking over all its provisions. They
adopted and adapted certain sections of the law of 1864, among them
those of which we here complain, but by leaving out the great mass of
its provisions they wholly destroyed the balance and equity of its

scheme.
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Thus, as to the license or occupation tax, the present act applies
only to bankers, brokers, and people in the amusement business. The
act of 1864, after providing- speciticallv for license fees for bankers,
wholesale dealers, retail dealers, horse dealers, brokers, hotels, confec-
tioners, real estate agents, insurance agents, manufacturers, auctioneers,
apothecaries, photographers, tobacconists, butchers, theaters, lawyers,
physicians, architects, builders, plumbers, etc., by a sweeping clause
at the end required a license from persons engaged in any business
not specifically mentioned. Under the old act the whole community
paid occupation taxes. Under the present law bankers and brokers do,
and substantially no one else.

The taxes on business transactions in the new act are represented
only by the requirement of stamps on written instruments and on
medicinal preparations. The stamp tax on memoranda of sales of
stock is, since the execution of such memoranda is made compulsory
by the act, a tax upon the business. That it was so intended is not
doubtful, and it is so in fact. This tax on the brokerage business and
the stamp tax on the patent medicine business are in the present law
practical]}' the only examples of the taxation of business transactions.
Under the law of 1864, in addition to these taxes there were duties or
excises on the products, and so on the transactions of over 70 different

occupations.

II. In the second place your petitioners complain that, not only is the
taxation of their business disproj)ortionate to that of other classes of
the community, but that the distribution of the tax on different parts
of the business itself is unjust and unreasonable.
Thus there is discrimination in the imposition of f20 tax on produce

brokers and a $50 tax on stockbrokers.

Again, both the rate and the basis of valuation in the case of the
tax on stock transactions are different from those imposed on produce
brokerage transactions. Stock sales are taxed at the rate of 2 cents

on each $100 of the face value of the securities involved; produce
sales are taxed at the rate of 1 cent a $100 on the actual value of the
merchandise sold. In effect, stock transactions are subject to a tax of

double the rate on a much higher valuation than produce transactions.

On the average, as the experience of our exchanges shows, the actual

value of stocks is less than their face value. Thus in 1899, while the

face value of the certificates transferred on the Consolidated Exchange
was over $7,500,000,000, their actual value was about $5,250,000,000.

This system of valuation applied to stock transactions, not only

discriminates against the stock brokerage business, as compared with
that of grain brokerage, but, leads to discriminations really grotesque

between transactions in different stocks.

The sale of 100 shares of stock of the Chemical National Bank is a

transaction involving $450,000. The tax is $2. The sale of 100 shares

of stock by the Pullman Palace Car Company involves $20,000. The
tax is $2. The sale of 100 shares of stock of a mining company may
involve only $150. The tax is $2.

On the floor of the Consolidated Exchange sales of stock, of bonds,

and of produce proceed simultaneously. On a stock transaction.

Broker A may, as our example shows, be required to pay a tax of

more than 1 per cent on the amount involved. On the produce trans-

action, the tax will be one hundredth of 1 percent; on the bond trans-

action there will be no tax at all. These transactions on the Consolidated
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Exchange are but types of brokerage transactions throughout the

country.
The injustice of the operation of the war-revenue act is not confined

to the brokerage business; As has been already said, it is not thepurpose
of your petitioners to attempt a specialized analysis of its provisions or

its operations. It is but common knowledge, however, that tax on bills

of lading, intended as a burden on the express companies, has become
a burden on the shipper of goods. It is but common sense, that if

justice demands that the tax on promissory notes and drafts should be
proportionate to their amount, it must demand that the tax on checks
be similarly graded. It is only practical business sense to insist that

the Government tax system be such that it may know the sources from
which its revenue is raised, and the amount raised from each source.

Under the present act Secretary Gage, in his communication to the
Senate of April 24, 1900, declared it an entire impossibility to tell the
sources from which the proceeds of the stamp tax were raised. The
Government has, and can have, no knowledge of the proportion in

which the burden of the stamps required by Section A rests on the
persons engaged in the different transactions in which stamps must be

. used. The Government sells the stamps. It does not know what
persons or what classes buy the stamps and pay the taxes.

The grievances thus outlined would not justify the repeal of the
war-revenue act if its maintenance were demanded by some over-
powering national necessity. They are grievances which were borne
by your petitioners, in common with the rest of the American people,

cheerfully and without protest in time of national need and deficit.

They can not, and they should not, be so borne at a time when a steadily

expanding surplus makes the act which imposes them a menace to the

people's prosperity.

The extent of the surplus for the current fiscal year has been vari-

ously estimated by the Secretary of the Treasury at different times.

In his annual report, submitted with the President's message of

December 6, 1898, Mr. Gage predicted that for the fiscal year ending
June 30, 1900, there would be a deficit of $30,000,000. In the year
that intervened between this report and that of December 7, 1899, the
rebellion in the Philippines had broken out, involving the Government
in extraordinary outlay. The revenue laws had remained unchanged.
Their yield, however, was so far surpassing previous expectations that

in the report of December, 1899, Mr. Gage estimated that the surplus
for this same fiscal year of 1900 would be 140,000,000. Two months
of that year still remain to be run. Up to April 28, 1900, the United
States Treasury has received during the year 1469,000,000 and paid
out $412,000,000. The surplus has thus already reached $57,000,000
in spite of the unusual disbursements in connection with the refund-

ing scheme during the past month. Of this surplus of $57,000,000
only $21,000,000 had accumulated in the six months from July 1, 1899,
to January 1, 1900; $36,000,000 have been added in the four months
since January 1. It is small wonder that the Secretary of the Treasury,
compelled once more to revise his estimates, is now quoted in the press

as expecting the surplus to reach $80,000,000 by July 1 an estimate of

$40,000,000 higher than that made by him five months ago.

The Chairman. How much did you estimate the surplus for the
present fiscal year?

Mr. Wilson. From $70,000,000 to $75,000,000, and Mr. Gage has
stated it would be $80,000,000.
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The Chairman. It is very evident that it can not be that. He
figured it at $70,000,000, but since then it can not reach 170,000,000.
Mr. Wilson. He is reported as saying a very few days ago it

would be about $80,000,000, but we figure it at from 170,000,000 to
$75,000,000.
The Chairman. That is next year '(

Mr. Tawxey. It is $70,000,000 this year."
Mr. Wilson. We will have $70,000,000 surplus, and we only ask

for $50,000,000.
The Chairman. That is a month ago, but it is very evident that

those figures are much too large.

Mr. Wilson. In other words, it will be reduced.
]\Ir. Wilson (continuing). The surplus revenues thus accumulating

at the rate of $80,000,000 per annum are added to a Treasury already
filled to overflowing. On April 28, 1900, the free surplus in the United
States Treasury, in addition to the $150,000,000 held in the Bureau of
IssueandRedemption, was $117, 843,631. 26. The reason for this extraor-
dinarily rapid accumulation of surplus is a simple one. It lies in the
equally extraordinary increase of the Government revenues. For the
fiscal year 1896 the revenue of the Government was $327,000,000, and
its need (for there was a deficit of $25,000,000) was for $352,000,000.
In 1897, the fiscal year during which President McKinlej' came into

office, the revenue raised was $348,000,000, and the amount needed
$365,000,000. In 1899, the first year of the joint operation of the

Dingley bill and the war-revenue act, the revenue reached $516,000,000.
In the first ten months of this fiscal year it has amounted to more than

$470,000,000. If, ignoring all tendency to progressive increase, we
estimate the yield for the last two months on the basis of the first ten,

the total for this year will be over $565,000,000. Assuming that the

increase from 1900 to 1901 will be at the same rate as that between
1899 and 1900, we find that in the last year of this Administration

the revenue raised will amount to $618,000,000. President McKin-
ley's Administration began in a year when the Government needed
$365,000,000. It will end in a year when the Government will raise

$618,000,000. The burden of taxation will thus, if the war-revenue act

be permitted to stand, have in the space of four years been increased

by 70 per cent.

Nor is this all. Of this increase, by far the greater portion will be

in the yield of the internal-revenue taxes. In the fiscal year 1897 the

internal-revenue proceeds amounted to $147,000,000. In 1899 revenue

from this source was $272,000,000. In the first ten months of 1900

it has been $243,000,000. Computing the yield for May and June on

the basis of the last ten months, the total for the fiscal year will be

$292,000,000. Allowing, as before, for the same increase from 1900 to

1901, as from 1899 to 1900, we must expect that the internal-revenue

income for the fiscal year 1901 will be over $313,000,000—that is to say,

the taxes which must in their entirety be borne by the people at home,

the taxes no part of which the foreigner can pay, have doubled since

1897, and will be 113 per cent greater when President McKinley's

term ends than when it began.

The momentous political effect^ of such a showing as this it can

hardiv be necessary for your petitioners to press upon your attention.

Its significance will need no heightening by contrast with the growth

of taxation under other administrations. If it did, the figures of the

fiscal years of the preceding Administration stand ready for compari-
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son. Fi'om 1893 to 1897 the Government expenditures decreased

from $383,000,000 to $366,000,000. From 1897 to 1901 the revenue

will have increased from $366,000,000 to $618,000,000. In such figures

as these the citizens of the United States will take an interest as long

as they are reminded, whenever they have to sign a check or send a

telegram or an express parcel, that it is they who pay the taxes. Of
such figures they will demand an explanation.

The ready one that we have expanded, that we are no longer the

simple United States of America of 1897, will not suflice. The
increase in military and naval expenditure in the last four years falls

very far short of amounting to $250,000,000 per annum. It would thus

be as statistically false as it would be politically dangerous to seek to

identify in the minds of the American people the expansion policy

with a quadrennial increase of 70 per cent in general taxation and
over 100 per cent in internal-revenue taxes.

Will it tend to reconcile the people to this increase of $250,000,000
per annum in their taxation to tell them that there has been no corre-

sponding increase in expenditure to make it necessary? Will it

appease them to show that the increase in their taxes does not go to

pay the bills of extravagance, but- serves to swell an overflowing sur-

plus in the National Treasury?
Here, indeed, we have reached what, it is submitted, should be a

decisive point in the discussion of the propriety of the repeal of the

stamp taxes. The accumulation of a surplus in the treasury of a

government is always open to the serious objection that it involves

unnecessary taxation. Under some systems of government finance its

harm might be limited to this. Under our financial system, with its

intimate connection with the national currency, it becomes a menace
to the nation's prosperity.

Every dollar of surplus money raised by taxation becomes, when
it enters the Treasury, a dollar withdrawn from the national currency.

An increasing surplus means a contracting currency. The act which
draws a surplus from the people's pockets does not merely tax them
unnecessarily; in addition, it takes away from them a part of their

circulating medium and disarranges the basis of their business. Cur-
rency contraction systematically planned may sometimes be defensible

or advisable. It can never be sound statesmanship or good politics

to leave an unwise tax law to cause it as one of the incidents of its

operation. The evils of such contraction, effected at haphazard and
without regard to business conditions, have been felt during the past

year in successive periods of stringency and distress in the money
market. They are evils which must be felt more and more as the

surplus goes on expanding. The people who bear necessary increases

of taxation with impatience will find it hard to restrain their resent-

ment against a policy which, whether by accident or design, imposes
unnecessary taxes which serve only to disarrange their currency and
cripple their business. It is not in such a way that popular demand
for an elastic circulating medium is to be met or satisfied.

Your petitioners are well aware that it may be said, in reply to the
arguments they have advanced, that the Secretary of the Treasury has
in the past diverted the evils of an unwieldly surplus by depositing

most of it (at the present time $105,000,000 out of $147,000,000) with
the national banks, and that this policy may be continued in the future.

Whether it can be so continued is, perhaps, doubtful, since the exten-

sive use under the new law of United States bonds as a basis for note
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circulatiou has very seriously reduced the volume of bonds which the
banks can offer to the Secretary of the Treasury as security for the depos-
its of Government moneys with them. Your petitioners are willing to
waive this point. They freely concede that it may be possible to devise
a system of security or inspection under which Government deposits in
the national banks may be indefinitely continued, and may always grow
as fast as the national surplus. Under such a system expansion of the
surplus would not mean contraction of the currencj\ It would mean
nothing more than that the Government was unnecessarilv raising
??8ii.(^00j000. or, to be moderate, let us say $60,000,000, a year from its

people in order to lend it without interest to the national banks. It
would mean no more than this, but it would mean no less. There
would be no business disturbance; the banks would profit only to the
extent of the interest on the money, of which the Government would
give them the free use. The American people would lose no more
than the interest on this same money, and, with all due respect to your
honorable committee be it said, their temper.
The organization which your petitioners represent is made up of

practical business men. They are familiar with the conditions of
modern commercial and industrial life, and they have no prejudice
against banks or bankers. They fully realize the indispensable
character of the functions which the banks perform, and appreciate
the intelligence and public spirit with which in times of stress these

functions have been performed. They profoundly deprecate the

spirit of unreasoning hostility toward banks and bankers and financial

and business interests generally, which now seems to prevail among
large masses of the people. They see in this spirit, and in the agita-

tion which seeks to accentuate class differences or foster class preju-

dices, the gravest menace to the national welfare.

Just in proportion, ho'^ever, as 3'our petitioners feel this agitation

to be causeless and dangerous, are they anxious that it should be
allayed. They can not help seeing that the retention of the present

tax system, far from allaying the agitation, would strengthen the

hands of the agitators.

Persistently to contract the national currency by unnecessary taxa-

tion, leaving the evils of monetary stringency to be alleviated as best

they may be by the banks, would be, in the eyes of your petitioners, a

blunder, and nothing more. So, too, in your petitioners' eyes, the

maintenance of superfluous taxes, with the result that the people's

money must be loaned free to the banks in order to keep it in circu-

lation, would be a mistaken policy, and nothing worse. But your
petitioners gravely fear that among large classes of the people who
have been made restless and suspicious by the agitation of recent

years these facts would wear a different aspect. The most common
assertion of those who have sought to stir up this agitation has been

that the Government is in league with the banks, that they have

induced it to contract the currencj' in order to make fimier their con-

trol of business conditions, and that, by illegitimate influence, they

have induced it to give them the free use of the Treasury surplus.

These assertions your petitioners know to be untrue, and they will

continue to believe them untrue, even though the war-revenue law

remains unamended and unrepealed. But to the popular mind, what

stronger corroboration of these fairy stories could there be than

the spectacle of the Government's raising by taxation enormous sums

which, after they were raised, it put to no use, except that of with-
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drawing them from circulation or loaning them to the banks? The
taxes which are levied for no governmental purpose, and the proceeds
of which either contract the currency or give profit to the national

banks, must inevitably, under the stimulus of agitation conducted
from every political platform in the country, come to be regarded as

imposed or maintained in order to contract the currency or give profit

to the banks. What seems to your petitioners an economic blunder
will be looked at by the people and punished by the people as a politi-

cal crime.

For these reasons, to do away with excessive and unjustly distributed

taxation, to prevent the derangement of the country's curi-ency and
the unsettling of its business condition, to take away a most plausible

pretext for dangerous political agitation, your petitioners ask that the
stamp and occupation taxes imposed by the war-revenue law be now
repealed. The relief thus asked by your petitioners is, in view of
existing conditions, conservative. The surplus for the present fiscal

year will be from 175,000,000 to 180,000,000. The taxes for whose
repeal they ask yield from $45,000,000 to $50,000,000 annually. To
provide for an annual surplus of only $30,000,000, when there is

a present surplus of $150,000,000 in the Treasury is not financial

rashness.

Your petitioners ask that the taxes of which they complain be repealed
now. It is only upon this "now," upon the desirability of immediate
reduction of taxation, that before your committee, they feel obKged to
lay stress. No committee, no party, no people could favor the indefi-

nite maintenance of a taxation system yielding annual surpluses of

$80,000,000. Sooner or later surplus and taxes must be reduced.
When the reduction comes it must, according to the settled policy of

the American people in the past,, be achieved by the abolition of the
stamp taxes, the most vexatious and the most persistently annoying of
those which the people bear.

The question before your honorable committee is thus, it is respect-
fully submitted, not "Shall the stamp taxes be repealed ? " but '

' When
shall the stamp taxes be repealed ? " Shall this repeal be granted to

the American people by the present Congress, in accordance with their
expectation and desire, or will it be granted them by the next Congress,
in obedience to their command?

Mr. Wilson. Mr. De Aguero, one of the members of the committee,
has a short argument here covering the position of a class of brokers
on our exchange and all other exchanges. I may say this to you, gen-
tlemen, that there are always two classes of brokers in all exchanges:
First, a class of men who do a commission business for others, and,
secondly, a class of men who are traders and who reallj'^ make the
market and buy and sell in all the exchanges for themselves. His
argument is as follows:

ARGUMENT BY MR. M. E. DE AGUERO ON COMMISSION BROKERS
AND TRADERS IN EXCHANGES.

Mr. Chairman and gentlemen, I wish to call your attention to a
few facts, viewed from a room trader's standpoint; and, first, I would
like to make clear what a room trader is, and why he is compelled to
bear such a great and inequitable burden through the operations of
this internal (I have almost said infernal) revenue law.
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The room trader is an absolutely essential part of the membership
of ever}' exchange; without him there would, at times, be no market;
were the commission brokers compelled to rely entirely upon each
other for the execution of orders, hours, even days, may at times
elapse without purchases or sales, except at great sacrifice. The room
trader operates for his own account, and will buy or sell, as the case
may be, at a moderate variation from last sale, expecting to find a
seller or buyer at a reasonable profit, or take a small loss on the
transaction.

It is manifest that the room trader turns over a great deal of stock,

and the taxes are all his own, for he has no client to charge them to.

For example: If he buys 100 shares of stock and sells it at a profit of
one-eighth per cent, he makes 112.50; there is a |2 tax, leaving net
$10.50. If he sells at one-eighth per cent loss, he loses $12.50, plus
$2 tax, equal to $14. 50 net. This is a tax of over 30 per cent. It is

only necessary to buy or sell 1,000 shares of stock per day in order to

pay a tax of over $6,000 per annum. A man with small capital, say
$10,000, will do that, and pay a tax of 60 per cent on his capital.

I am reliably informed of the case of one broker who made $21,000
during the year, and paid $20,000 of it in the shape of stamp tax.

Another has told me that his taxes were 50 per cent of all he made.
In my own case mj- taxes are more than the entire expenses of my
family.

Gentlemen, this is not fair; some method of taxation should be
devised that will not bear so heavily on a few and allow other men of

greater wealth and larger business aflairs to go scot-free. We do not
come here to beg for anj^ unreasonable concessions from the Govern-
ment—we ask only for justice. We feel assured that you, gentlemen,
did not comprehend the burden laid upon us at the time the act was
passed, and now that a large surplus is being accumulated we are
convinced that Congress, as a bodj' of right thinking and just men,
win take steps now—not at the next session, but now—to relieve us

of this burden, which, except in the most prosperous times, which we
have had while the law has been in force, would entail ruin and bank-
ruptcy on most of the members of the exchange.

The Chaieman. Do I understand that argument was from a broker ?

Mr. Wilson. This is from the standpoint of a room trader.

The Chairman. That is your own personal transaction, you bought
and sold the stock yourself <

Mr. De Agueko. Yes, sir; my own personal transaction.

The Chairman. It was not brokerage business!'

jNIr. De Agueko. The law bears on the room traders equally.

The Chairman. It is personal speculation of stocks on the exchange?

Mr. De Aguero. The room trader is a man who trades on his own
account, and who buys and sells at a price. If the last price of St.

Paul is 125f , and a man comes in with an order to execute—to sell 500

St. Paul, and he finds no corresponding order to buy 500 St. Paul,

he has got to offer the stock on the market, and the only man he

can find to take it is the room trader. He is prepared to bid 125f
or 125i for the 500 St. Paul and gets it. When he sells that stock out

he of course intends to make a profit; but if the market declines he

sells at a loss. If he takes a loss, he pays a tax of $2 a hundred; if he

takes a profit, he pays a tax of $2 a hundred; he pays it either on the

profit or the loss, as the case may be.

If a man trades in 1,000 shares of stock a day the tax is $20 a day;
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that is small trading, or $6,000 a year. If a man has $8,000 or $10,000'

in the bank and he at any time has 1,000 shares of stock on hand and
buys and sells so he can very well afford to turn over 1,000 shares of

stock a day he pays 60 per cent of the total money in the bank in

taxes; some pay 100 per cent. The case of the gentleman whom I

quoted, he made $21,000 and paid $20,000 to the Government in taxes.

I paid over $6,000 myself last year in taxes, and I contend, and all room
traders contend, that this law bears too heavily upon them as individ-

uals. Each room trader pays mgre taxes than ClafBin & Co. Each
room trader pays more taxes than Mr. Vanderbilt or Mr. Astor or
any of the very wealthy men, and they can not very well afford to do it.

This law was enacted probably to enforce the taxes on transfers of
stock, the gentlemen having in mind that a transfer of stock would
mean from one party to some other party and forgetting that a hun-
dred shares of stock may be turned over a hundred times a day, so that
instead of its being $2 it would be $200, and that is where the tax corner
in. Now, gentlemen, if there is any point not clear in the argument
I would be very happy to make it so if I can, because I feel

The Chairman. 1 do not think the men who proposed this forgot
that; it was not proposed in the House, but in the Senate.
Mr. De Aguero. Perhaps they did not. We have not forgotten it

since, and have not had the chance to forget it. The point I make is

also in good times we may be able to live and pay these taxes. If

that tax had been in force in 1893, 1894, 1895, and 1896 there would
not have been an exchange in the country. Every man would have
been compelled to go out of business. We did not make enough
money to pay those taxes. There was no time in one of those years
when a room trader on the floor of any exchange made enough to pay
those taxes alone. Now, those times maj' return at any moment.
We do not know how long this prosperity may continue.

The Chairman. If those times may return at any moment our
revenue will be cut off?

Mr. De Aguero. Undoubtedly, and if it should occur it would close

all the exchanges of the country.

Mr. Grosvenor. Do you guarantee that this condition is going to
continue? Suppose we should repeal this act, would you give any
guai'anty that the present condition of prosperity will go on 1

Mr. De Aguero. No; but does the Grovernment require the money?
Mr. Grosvenor. Suppose we go down; suppose we sag back to

where we were when it was proclaimed all over the country every-
where by everj^body almost that the Dingley bill and the revenue law
were each inadequate for the purpose, and were on account of the
condition of the country. Now, how does that

Mr. De Aguero. The revenue law was not in effect; it has only been
in effect a year and a half.

Mr. Grosvenor. And the great receipts of the Treasury did not
come until after the war-revenue tax?

Mr. De Aguero. The Government did not have any great loss in

1893, 1894, 1895, and 1896?

Mr. Grosvenor. Did we not? We had to borrow $262,000,000 to
pay the expenses of the Government.
Mr. De Aguero. Under the old act, not under the present act.

Mr. Grosvenor. In 1893 and along there.

Mr. De Aguero. Under the Wilson law; yes, sir.
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Mr. Geosvenoe. How do you know the Wilson law will not come
again '.

jNIr. De Aguero. I do not think the House will pass such a law
again; it does not strike me it will.

Mr. Tawxey. You are proceeding on the theory that the Republican
party will retain the control of the Government?
Mr. De Aguero. I hope so. I have been a Republican all my life.

^Ir. Grosvenor. I would like to have you make a brief statement
about the value and the necessity of these dealings in stocks; what
good does it do the country ?

Mr. De Aguero. If you have a stock to dispose of and you can not
sell it, would you not think it would be a great thing to be able to dis-

pose of any security in a moment instead of hawking it around the
street and selling it at a great loss, perhaps ?

Mr. Newlaxds. It maintains steadiness of values?
Mr. De Aguero. Yes, sir.

Mr. Grosvenor. Nine hundred and ninety-nine thousand nine hun-
dred and ninety-nine people out of a million do not have stock to sell.

Mr. De Agueeo. You have only given 70 people who have stock.

I will guarantee there are at least a thousand gentlemen in this city,

within a radius, saj- of 2 miles, who have stock, sir, and buy stock.

You have only given 70 people in the United States.

]Mr. Grosvenor. I know in my State the percentage is very small.

Mr. De Aguero. They are very fortunate if they nave something.
]Mr. Grosvenor. They are very fortunate to keep out of those

places.

Mr. De Aguero. It is not onlj^ for speculation, but it is for invest-

ment. ]Men must invest monej' in some waj-; they can not all buy
farm land.

Mr. Grosvenor. You i^an buy almost anything for investment.
Your business is merelj^ altogether speculation.

Mr. De Aguero. It is speculation
;
yes, sir.

^Ir. Grosvenor. A man buys to-day and sells to-morrow ?

Mr. De Aguero. He may hold it for a year. I have got some
stocks I have held for ten years.

Mr. Grosvenor. He does not go into that business unless he expects

to make money?
Mr. De Aguero. He does not expect to lose, but sometimes he does;

we have had that experience.

Mr. Newlands. Your idea is, this room trading always furnishes a

purchaser for stocks that are offered for sale, and that maintains the

stability of values?

Mr. De Aguero. The stability of the market; yes. Without the

room trader I do not think any exchange could be a success simply on

the investments. A man coming in to sell a large block of stock would

have to force that on the market, and his client would naturally com-

plain on account of the decrease of value.

Mr. Grosvenor. Of course what I say does not militate against

your argument we are accumulating too much money in the Treasurj^;

that stands by itself.

Mr. Newlands. I would like to make an inquiry of the gentleman

who spoke first. Did I understand you to say the total amount of tax

imposed on those exchanges was $5,000,000?

Mr. Wilson. No, sir; 1 simply spoke of the tax on three of those
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exchanges. If you will take 72,000,000 shares of stock in one exchange
and 176,000,000 in another and 23,000,000 in another and add those

together and charge at the rate of 2 cents per hundred of the face

value you will find it makes about $4,700,000.
Mr. Newlands. About $5,000,000. How does the volume of the

business of those three exchanges compare with the volume of the

business in all the other exchanges of the country ? Have you any idea

of that, approximately?
Mr. Wilson. I have not figures on that, but the Produce Exchange

has 708,000,000 bushels; the Chicago Board of Trade pi'obably about
1,300,000,000; the Baltimore Stock Exchange I do not know how many
millions. Boston would be very large. Philadelphia would be very
large, and the Chicago Stock Exchange quite large, and St. Louis the
same.
Mr. Newlands. Would you put the taxes imposed upon all the

exchanges of the country at a total of $5,000,000 ?

Mr. Wilson. Yes, I would.
The Chairman. It would be more than that.

Mr. Wilson. Yes, sir; and then comes the occupation tax.

Mr. Newlands. What proportion of the entire war-revenue tax is

that?

Mr. Wilson. We are referring only to Schedule A, and Schedule A
is estimated to yield in the neighborhood of $45,000,000, I believe,

STATEMENT OF HON. JEFFERSON M. LEVY, A REPRESENTATIVE
FROM THE STATE OF NEW YORK.

Mr. Levy. Mr. Chairman and gentlemen, I think the last time the

repeal of this war tax was agitated here the chairman stated that the

revenues this year—I do not know that it'Vas reported correcth" in

the papers—would only reach $102,000,000, but, so far this year, the

surplus over last year, due largely to the war-revenue collections, is

nearly $22,000,000. I believe that the surplus this year will be over
$70,000,000, and the point I want to call the attention of the com-
mittee to

The Chairman. You know the increase last month was only
$2,000,000?
Mr. Levy. I know that.

The Chairman. And probably will not be any greater two months
from now, so it could not be $70,000,000. I think it is about $58,000,000
now.
Mr. Levy. I think you will see a little increase this month; but,

Mr. Chairman, one of the important things I want to call your atten-

tion to is this: As soon as our refunding plan is completed, with the
foreign borrowing demand for the money of this country, which
to-day exceeds over $300,000,000 borrowed in this country, and the
balance of trade is in our favor, if we continue to go on in this

manner, as soon as we have carried out the refunding of our debt we
will have the same trouble we had last fall, and even the depositing of
the surplus in national banks would not avoid it. In the middle of the
fall we will have another financial panic or money stringencj', and the
Secretary of the Treasury, when appealed to, would say, " I will
take in $25,000,000 of 2 per cent bonds. What is the use of taking
them in
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Mr. Grosvenor. That order has already been made.
Mr. Levy. If it has been made 1 think it is a mistake, because the

people can use the money which they are now contributing to the
Government and earn more than 2 per cent; they can make 5 or 10
per cent on it in their business. Why, then, should it be given to the
Government and_ be used to cancel a debt demanding but 2 per cent.
It does not benefit the people in any way. I am satisfied the Secre-
tary of the Treasury has the same views I have, that he believes that
the revenues ought to be reduced, and has so advised the President, as
I believe. I think it is a great mistake to continue to absorb this
revenue, and if you gentlemen actually take hold of this question now
and repeal these taxes it will be more beneficial to the United States
than anything else.

I am not asking or speaking for party advantage, but from patriotic
motives entirely, and I see the situation as I saw it last August when
I informed the Secretary of the Treasury that if he did not place the
money accumulated in the Treasury in the banks of this country a
panic would occur. It did occur, and in December he acknowledged
that the conditions were just as I had stated then. We will have the
same trouble again, and in September a tight money market will
threaten business, and the responsibility will rest on members of Con-
gress for not taking proper steps to relieve the country of the possi-
bility of such a crisis.

STATEMENT OF MR. C. C. JACOBUS.

Mr. Jacobus. Mr. Chairman and gentlemen of the committee, I
would like to make a short statement. I think there ought not to be
any prejudice against brokers as brokers or bankers as bankers, as
seems to have been intimated here on broad grounds. We are here
simply from patriotic reasons, for the reason we think we have borne
this tax quite patiently -

The Chairman. I do not think they are regarded as outlaws.
Mr. Jacobus. I want to remind the gentlemen here that I go back

to thirty years or more in Wall street, and the taxes in 1864 were
based on the actual value of the money involved in the transactioa.

That is, if the stock was selling at par there was a tax of 1 per cent
on the hundred dollars, making the tax on that stock selling at par $1
and a stock selling at 50 cents on the dollar was taxed 50 cents. At
that time those who were most familiar with the average prices of
stock figured our tax amounted to 60 cents on each hundred shares.

Now, that was an act framed to take care of the expenses and a con-
dition of the country which was very different from what it is now
and from what it was during the war—it was right after the war of

the rebellion when our securities and Government bonds, 6 and 6 per
cent, sold at a little over par, and when the 4 per cent bonds sold at 90,
but that tax then was only 1 cent on the hundred dollars, as I have
said, or 50 cents on each hundred shares in the aggregate. Now we
are taxed regardless of the value of the stock $2 per hundred shares;

in other words, we are paying about four times the tax on sales of

stocks that we paid in 1868. Now, I submit there are no reasons now
why we pay as large a tax as then. On the contrary, we should pay a

less tax.

T S E 2
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1 should like to make a statement from tlie ^tq,ndpoint of a commis-
sion broker. I represent the commission broker, and I want to speak
in support of the trader as a commission broker. Having orders to

execute constantly on the -exchange, I find that the trader is of very
great value to the commission broker in furnishing a market. He 18

in there ready to buy or sell at.a small profit or loss, and he makes a
good many transactions on which the profit is very small and his tax
in the aggregate is yery large. I have known brokers there w;ho will

trade and make, say, f25, $5.0, or flOO, and th,ey had to pay it all out
for taxes. They are the, class of brokers which have suffered the
most. Now, the commission broker-—I had to look somewhat over my
books to see how much taxes I paid, and during this time, since the
tax has been levied, since July 1, 1898, I have paid to the Grovernment
at least $10,000 in taxes on sales.

We also pay,the special tax, the occupation tax of $50 as a stock
broker and also $20 as a commission broker. Those taxes I have paid.
Now, we have not felt these occupation taxes were particularly burden^
some to us, we were willing to pay those taxes, but this tax of $2 on
every hundred shares is a very heavy tax. .

Mr. Undekwood. Has the commission broker .been able to shift it

on the customer ?

Mr. Jacobus. It is spnietinies done that way and sometimes not.
, A

customer who is a close trader, who does a large business, may insist

upon it that the broker must pay, and very often the broter does have
to pay. That is not information for anybody here to go and trade
with a broker on that account, but there is business being done that
way. I must say I suffered some of that myself. Now, I will say
that the commission charged by the commission brokers in our
exchange is one-sixteenth, so ypu will note on all sales we .have to pay
a tax of $2. That is 30 per cent of bur net returns on all commissions
on gales. If we put it so that the customer pays it he has to pay the

commission to us and 30 per cent to the Government on eyery sale he
makes. Now, it has been a very burdensome ta;x. At the same time
business Bas been good during these war tiines and speculative times,

and we feel now that the surplus of the Government is such that the
tax can be well repealed, and we, come to you with that in view and in

hopes that it may be granted.
' Mr. Steele. For instance, if I want to buy 5',000 bushels of wheat,
and another man wants to sell 5,000 bushels o| wheat, the broker would
get a commission both ways ?

Mr. Jacobus. I do not quite get your idea; but when we buy or sell

it does not matter whether the order comes from one, or from another,
but if we had an order to buy and sell we are obliged to execute those
orders on the exchange. There is a law in our exchange agaii;ist the
crossing of any orders any way by which a transaction shall not be
made on the floor or executed absolutely.

Mr. Steele. Suppose I should come to you to-day and say I wanted
to buy 5,000 bushels of wheat, and my friend says he wants to sell

5,000 bushels of wheat, now, would you pass his deal over to me ?

Mr. Jacobus. No, sir; I could not; the rules of the exchange would
not permit me to do so. It opens the way for what is known as bucket-
shop business. Of course we get a commission both ways if we made
such a trade as that, but it would not be permissible.

Mr. Steele. It gives a very good opportunity for the broker to
take advantage of by giving the customer the wrong end of the poker.
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STATEMENT OF MR. M. H, WAGAR.

Mr. Wagar. Mr. Chairman and gentleman, 1 represent the grain
interest of the exchange, and have been a member of the New York
Produce Exchange for a great many years and am a member of the
Chicago Board of Trade, as well as the Consolidated Exchange of
New York. I do in the grain business what is called an arbitrage
business between Chicago and New York. In former times I made a
good compensation and good living from the business, but since the war
tax has been in operation it has entirely paralyzed and ruined the busi-
ness. There is very little risk in the business, and formerly the profit
was made up by the aggregate of the business; but now on every
10,000 bushels that I sell m New York I pay a tax, and when I reverse
the trade in Chicago on every 10,000 bushels I close in Chicago I pay
the tax, and it makes a double tax. I pay $7 in New York and $7 in

Chicago.
This was a business formerly of four or five hundred thousand bush-

els, and now I am reduced practically to little or nothing, and I am
simply here to say it is ruining the business. I tried for some time
after the tax went into operation, and I found I could not make any
money after paying expenses and telegrams, so I practically retired

from the busmess and it has practically driven me out.

Mr. Tawney. Has that been the effect generally upon the men in

this business?
Mr. Wagar. It has effected the men ehga^ed in the class of busi-

ness 1 am pursuing. I was recently in Chicago, about two months
ago, and they claim on the Chicago Board of Trade it has eliminated
speculation among the class of room traders who have to pay taxes on
every transaction. What little money they make gqes to pay the
taxes, and it is impossble to go on in that way.
Mr. Tawnet. Has it eliminated the room' trader from the Boai-d of

Trade in Chicago ?

Mr. Wagar. Yes, sir. It is a little different in stocks, because if,

Brooklyn Rapid Transit is dull something else is briskj and they have
something to go on; but if grain is dull, as it has been in the last year,

we are obliged to pay the taxes, and it has practically stopped the

business, and speculation has been very materially reduced on that

very account.

Mr. Tawnet. If this tax were reduced and you were allowed to go
on in business again it would increase the price of grain?

Mr. Wagar. It would increase the activity of grain and increase the

compensation of the merchants who do business, and they would be

able to make a living, whereas now they can not. •
,

The Chairman. That closes our hearing, I believe. The committee

will now go into executive session.

Thereupon the committee went into executive session.

O
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CIGAR TAX-WAR-REYENDE ACT.
(FOR REPEAL OF THE 60-CENT WAR TAX ON CIGARS, ETC.)

Committee on Ways and Means,
Friday, Maij 11, 1900.

The Committee informalh^ met at 2 p. m. , Hon. Sereno E. Payne in
the chair.

A delegation of the cigar manufacturers of the United States
appeared before the committee.

STATEMENT OF MR. G. J. SMITH.

Mr. Smith. INIr. Chairman and gentlemen of the committee, 1
desire on behalf of the cigar manufacturers to thank j'ou for your
courtesy in giving us a hearing without any warning or without any
notice. We met here as manufacturers to-day and perfected an organi-
zation, and the gentlemen present represent the largest cigar manu-
facturers throughout the United States, and their meeting to-day was
for the purpose only of perfecting their organization.

]\lr. Geosv'exor. You have not got a trust, have you ?

Mr. Smith. No; we would like to get one, but that is hardly pos-
sible in the cigar business. We want to just state briefly the object of
our organization and to ask permission later on to submit a brief when
we have gotten together the facts we want to submit to this commit-
tee. We were under the impression sooner or later some legislation

would be passed amending the internal-revenue laws, and we felt that

the cigar industry should be considered in that proposition. When
the war tariff was placed on cigars and the additional 60 cents was
added to the internal-revenue law it acted in this respect with the

manufacturers

:

The increase was of such a peculiar amount that it was impossible

for the cigar manufacturers to obtain that advance from the dealers

and jobbers throughout the countrj'-, and consequently they, as manu-
facturers, have been obliged to carry the entire increase of 60 cents

per thousand, and it has been a hardship to them and is a hardship to

them, and for that reason we have perfected this organization, and we
want to present to your committee within a reasonable time a bi'ief

stating our reasons why we think we should have relief. There are a

number of gentlemen here representing the manufacturers throughout

the country. We have representatives here from all the large cities

who desire to be heard on this proposition, and we would simplv sug-

gest that permission be granted to submit our brief later on. 'With-

out consuming your time

The Chairman. You can do that and it will be printed (see p. 15)

for the use of the committee.
5
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Mr. Smith. Thank you, Mr. Payne. I believe Mr. Jenkinson, from
Pittsburg, has some remarks to make.
Mr. Underwood. May I ask a question?

Mr. Smith. Certainly.

Mr. Underwood. Is this war-revenue tax borne by the manufac-

turers, the dealers, or the consumers?
Mr. Smith. It is borne entirely by the manufacturers. There is

not a large single manufacturer—I can speak more advisedly of the

large manufacturers than of the small manufacturers—who in conse-

quence of the increase of 60 cents per thousand in the internal-revenue

tax has been able to advance his price 1 cent.

Mr. McClellan. You are speaking of the importers as well as the

manufacturers ?

Mr. Smith. No, sir; of the manufacturers only.

Mr. MoPlei,lan. There is the tax on the importer ?

Mr. Smith. That is a question of tariff, and we are speaking of the
internal revenue. It must be borne in mind that the cigar trade is made
to bear a very large proportion of the taxes. For instance, a large per-

centage of cigars which are retailed at 5 cents are sold at $30 per
thousand, and that, with the cost in the way of the tax on Sumatra
and Havana that is imported, and the internal-revenue tax of $3.60,
they pay about $9.70 per thousand out of a total of $30 which they
obtain for their goods, and this 60 cents advance which was placed on
the trade b)"^ the internal revenue in consequence of the war revenue
falls entirely and absolutely upon the manufacturers, and is not divided

in any way.
Mr. Underwood. Do you know how much that tax is ?

Mr. Smith. I think it is $14,600,000.

Mr. Underwood. I mean the war-revenue tax.

Mr. Smith. It would amount to about $2,700,00,0 in round numbers;
that is within $50,000 of it. There was made in the fiscal year ending
June 30—I can give the exact figures^—4,499,000,000, and sixty times

that, approximately , would be $2, 700,000. That falls entirely upon the

cigar manufacturers, from which they have no relief whatsoever. Now
I will explain that thing a little closer: The currency laws of our
country are such that the pieces of currency are, for instance, the

5-cent piece and the 10-cent piece, so, cigars retailing at 5 or 10 cents,

their retail value is fixed by that currency law. There is no such
such thing as a 6-cent cigar, or a 7-cent cigar, or an 11-cent cigar. It

has been tried and it was an utter failure. Now, we sell the ordinaiy
5-cent cigar, as manufactured, at $30, approximately. Now, we can
not charge $30.60 for that cigar. We tried to charge $30.50—a few
of us—and we got very badly left.

The Chairman. Can you not take it out in making smaller cigars, as

has been said to have been done in the beer business ?

Mr. Smith. If you can teU us a way in which we can save 50 cents

a thousand on our cigars—if we can find that out through coming to
Washington, we are willing to subscribe very liberally toward any-
thing. W^e have squeezed the thing about as fine as

The Chairman. My friends at the other end of the table are look-
ing for some sach gentleman.
Mr. Smith. The peculiarity of our currency law is the 5-cent propo-

sition and the 10-cent proposition, and that is what they are sold at
by the retailer. Now, when the 60 cents came we could not advance
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the price, say, to $30.60. We sell the 10-cent goods nominally at |62,
and we could not charge $52.50 a thousand—the jobber would not
stand it—so we have borne those taxes of additional revenue of two
and three-quarter million dollars patiently and willingly, because the
cigar manufacturers were all patriots, expecting the tax to be only
temporary.

_
Now, we do not ask to be specially favored; we only ask, when the

time comes—if it is not at this session but in the next session—when the
revenue laws are changed, that tax having fallen entirely upon us,
that we get some relief. It simply cuts so much out of the little

profit we have. Now, take it in the case of the beer men; I have not
the right to discuss anybody else's business, but they were able to
advance the price on account of the amount of their tax, which we could
not do in the cigar business.
The Chairman. Some seem to dispute the advance of a dollar.
Mr. Smith. I suppose they have their troubles as well as we do.
Mr. Dalzell. They all claimed they are bearing the tax.
Mr. Smith. I have no right to discuss their business, because I

know nothing about it.

Mr. Chairman. I suppose the high-priced tobacco goes in the wrap-
per, and the next in the binder, and the next in the filler?

Mr. Smith. There are a few people who use the domestic tobacco in

filler, but a larger percentage use the foreign tobacco.
The Chairman. And that is high priced?
Mr. Smith. Yes; at least our trade thinks so.

The Chairman. Why can not you save this out of the filler? Of
course, you can not save it out of the wrapper and binder.
Mr. Smith. The trouble is the amount is so small; if it had been

advanced f2 or $3 a thousand we might have a chance.

The Chairman. What suggested that idea was that sometimes the
smoke, is pretty short on a 10-cent cigar.

Mr. Underwood. Do you know how much capital is invested in the
cigar manufacturing business ?

Mr. Sjhth. In the United States?

Mr. Underwood. Yes;, what I wish to ascertain is how much the

percentage amounts to.

Mr. Smith. I could not give those figures. We could look those

figures up, if required, and could put them in our brief. You must
understand we met here by telegraph, and none of us knew just what
action was going to be taken. We formed an association this morn-
ing, and none of us have had an opportunity to give this matter any
thought, and none have had an opportunity to prepare anything to be

said here, because we did not expect to be heard.

The Chairman. You will prepare this brief in writing, and when
you submit it it will be printed.

Mr. Smith. Yes, sir; would it not be a strong argument to show the

percentage of the tax in comparison with the value of the output ?

Mr. McClellan. That would be strong.

Mr. Smith. That we intend to show in our brief, and we can show
the value of the output. For instance, there is one class of material

consumed entirely by the wage-earners—by the poorer class—an

industry which has grown up in the last two years called the cheroot

and stogy industry, which is very large in the Eastern part of the

country. ' These goods are sold all the way from $9 to $11 a thousand,
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and the Government receives an internal-revenue tax of $3.60 on that

particular article sold at from $9 to $11 per thousand. The percent-

age is enormous, 33i per cent, which goes to the Government. Take
the higher grade, the nickel cigar, and consider the import duty paid

for the Sumatra wrapper, and the Habana filler, and $3.60 internal reve-

nue; so again we pay 33^ per cent to the Government on the total

amount received for our product.

Mr. Richardson. What is the total amount of revenue paid on
cigars ?

Mr. Smith. About $16,000,000 a year.

Mr. EiCHARDSON. What was it before the war tax?

Mr. Smith. It was about $.3,000,000 less. There has been about
$3,000,000 added to it.

Mr. Dalzell. That is by the 60 cents tax ?

Mr. Smith. Yes.
Mr. Russell. I have seen an advertisement in some newspaper that

the low tariff on Porto Rican tobacco was going to occasion in certain

makes of cigars a much less cost, and a consequently less price to the
purchaser. What have you got to say about that?

Mr. Smith. I will state my own opinion of that.

Mr.Russell. That is the advertisement, is it not?
Mr. Smith. I think it will be corroborated by most of the manu-

facturers here. I rather dislike to speak offhand on a subject as

important as that, but I think the tariff legislation as regards Porto
Rican tobacco, bringing it in here at 15 per cent of the Dingley rate, is

going to prove a hardship on the cigar manufacturers in this respect,

that it will permit the bringing in of the imported filler at so low a rate

of duty and it will permit the bringing in of the imported cigars at so

low a rate of duty that that will be another hardship to face, but that

is one of the conditions we can not govern.
Mr. Russell. You would have a greater hardship if you did not

have any duty on Porto Rican tobacco ?

Mr. Smith; Yes; but still the duty is so small. It is less than 6

cents a pound on tobacco, and the duty on cigars is only 15 per cent

and 25:

Mr. Russell. But it would be a so much greater hardship if there

was no duty.
Mr. Smith. That is true. But if Porto Rico was a part of the

United States we are ready to accept the proposition. If that causes
competition sharper than we can take care of we will go down there.

Mr. Russell. How much Porto Rican tobacco is iised in the filler?

Mr. Smith. Before this bill, none at all, practically.

Mr. Russell. How much is used now?
Mr. Smith. It is a little too early

Mr. Russell. It is being used— it is coming in?

Mr. Smith. Yes.
Mr. Russell. And it is coming in rapidly for that purpose?
Mr. Smith. Not rapidly; no; I would not say rapidly, for this

reason
Mr. Russell. Were there not some thousand bales came in last

week?
Mr. Smith. I think some four or five thousand bales came in last

week.
Mr. Russell. That is pretty rapid progress, is it not?
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Mr. Smith. The situation down there was, they had no market for
their tobacco other than the home market and what little went to
Spain, and they developed only a small quantity of tobacco of a rather
inferior grade, but they will learn more as other people have learned
how to develop the better class of tobacco, and the cigar manufacturers
will have to face that situation, but we do not propose to cross the
bridge until we get to it, and when we get to it we will cross that
bridge. What we are after is the question of internal revenue. There
are four classes of manufacturers in the United States, comprising the
great bulk of the manufacturers.
There are those manufacturing the stogy and cheroot, the so-called

cheap goods; then there is a class manufacturing the standard nickel
cigar, and then a class manufacturing the seed Havana cigar, and then
again the class manufacturing the clear Havana cigar. Now, with the
60 cents there is taken from the stogy manufacturer a profit of at least

4 per cent; there is taken from the $30 cigar, the manufacturer of
standard 5-cent cigars, 2 per cent profit, and from the manufacturer
of the higher giades at least 1 per cent, which they have no possible
chance of getting back. I do not think there is a large manufacturer
in this room or the United States as well but what on his balance
sheet would find his gross profits went down on his $30 goods 2 per
cent or his high-grade goods 1 per cent. We have stood that loss.

Now, it cost the firm of which 1 am a member, individually, last year,

in the neighborhood of |IJ:2,000, and one manufacturer in this room
made nearly 100,000,000 cigars last year and it cost him $60,000 and
he had no way to get it back.
Mr. RtTSSELii. The filler of the usual nickel cigar is no better in

quality than the Porto Eican tobacco as. raised to-day?
Mr. Smith. We think it is better. We think the tobacco grown in

Pennsylvania, Ohio, W^isconsin—filler tobacco—is better than the
present Porto Rican tobacco.

Mr. Russell. The tobacco you use in the nickel cigar?

Mr. Smith. Yes, sir; but we do not know how long that condition

will remain. Those people have a soil over there capable of producing
something, and you must understand they never have been able to

develop all the best possibilities out of that soil for the reason they
have had no incentive to do it.

The Chairman. I can say a portion of that tobacco was so good that

it went to Cuba and it was manufactured into Havana cigars and
smoked here.

Mr. Smith. That is true. There has been a small portion of that

tobacco that has been good enough to displace Cuban tobacco, owing
to the shortage of the Cuban tobacco, because during the war they had
a very limited crop.

The Chairman. Cuba was their principal market

Mr. Smith. I think not.

The Chairman. For the better grades, of course some went to

Spain and the old countries, but I think three-fourths of that went to

Cuba.
Mr. Smith. It was a very limited crop at its best, but it will add

another difficulty to the manufacturers of cigars in this country

unquestionably.
Mr. Russell. I do not want to take you away from the subject-

matter, but I wish in a few words you would state to the committee

just what that difficulty will be.
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Mr. Smith. The difficulty the cigar manufacturers will have to face

is this, which is the principal difficulty in my judgment, though I think

they will find a way to face it. I suppose it will be somewhat of a sur-

prise to you for me to say that cigar smoking is greatly a matter of

sentiment, and yet there is a large percentage of the smokers of this

country who buy cigars from hoxes that have two stamps on them or

are marked as being from the West Indies, and from the fact of their

being so manufactured they consider them much better, and possibly

they are. Now the manufacturers of cigars in this country will have
to meet the proposition, sooner or later, of the cigars manufactured
at Porto Rico and admitted to this country under the small tariff

imposed by the recent law.

Mr. Russell. And eventually free ?

Mr. Smith. That we expect, too, and the result will be that those
cigars made in Porto Rico will be a pretty strong opposition to the
cigars made here, but it will have the strong point of having been
made in a West Indian country; but I do not think the cigar manu-
facturers as a rule are going to complain of that proposition very
much.
The Chairman. It is a pretty small island.

Mr. Smith. Yes.
Mr. SwANSON. They have no serious objection to free trade with

Porto Rico?
Mr. Smith. I do not think they have.

Mr. SwANSON. Or have any apprehension of any trouble. The
tobacco people of Virginia do not have any apprehension ?

Mr. Smith. They do not raise tobacco there of the same kind.

Mr. SwANSON. They raise bright tobacco there.

Mr. Smith. For smoking purposes. I think it is going to prove a
detriment to our business, but that is one of the things we have enough
patriotism to stand. What we hope is to have off this additional 60
cents, which comes directly out of our earnings without a possible

chance of getting it back. If Porto Rican conditions change values
that we are obliged to meet, that we will stand when it comes, and I

think the American manufacturer is smart enough and energetic

enough to take care of himself under most circumstances. We nave
stood all sorts of legislation. We have seesawed back and forth on
the question of Sumatra wrapper until we have not known where we
were at half the time, but we have managed to live.

Mr. SwANSON. Is it not true, although there has been unusual activity
in all kinds of business, that the cigar people have not been able to
make as much money as usual?
Mr. Smith. There is scarcely a cigar manufacturer, with a few

exceptions—there are a few—who has made a reasonable return for
his investment and work in the last two j^ears in consequence of this

additional tax.

Mr. SwANSON. It is the same way in regard to plug tobacco. They
have not been able to shift entirely the tax on the consumer ?

Mr. Smith. They have raised their prices.

Mr. SwANSON. To some extent.

Mr. Smith. I do not think they have suffered the same way the
cigar manufacturers have. The raise in the tax was so small that we
could not possibly put it on our customers.
Mr. SwANSON. You would rather it should have been raised larger

or not at all ?
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Jlr. Smith. If it had been raised larger we would have stood some
chance of netting it, but as it is we ha\'e had to bear it absolutely our-
selves; and it has been a great hardship.
Mr. SwANSON. What do you recommend ?

^h\ Smith. That the tax be put back to $3, where it was before.
Mr. SwANSON. Cheroots the same *

Mr. Smith. It has to come under the same tax.
Mr. SwANSON. And the cigarettes and all^
Mr. Smith. That is a 'different proposition.

_
Mr. SwANSON. What is the position of the cigar people about

cigarettes ?

Mr. Smith. I do not think the cigar people ought to discuss the
cigarette proposition, because they are not interested in it. It is no
portion of their business. It is just as foreign to their business as
the hat business is from the boot and shoe business. Of course we
would like to have it stay up, but it would not be fair for us to ask
relief for ourselves and oppose relief for any other industry.
Mr. Underwood. Is it not a fact that the tobacco interests of this

country do not fear the Porto Rican tobacco, and what you really are
afraid of is free trade with Cuba?
Mr. Smith. And the Philippines.

]\lr. Russell. And you are more afraid of free trade with the Phil-
ippines than with Cuba?
Mr. Smith. No; Cuba, T think.

Mr. Russell. For tobacco. I do not mean
Mr. Smith. Oh, for tobacco; we are not afraid of free trade in

tobacco. When you say tobacco, I spoke of the business collectively,

and I apprehended you meant cigars as well.

Mr. SwANSON. The Philippine tobacco is mostly common smoking
tobacco i

Mr. SsHTH. That is a matter we might as well enlighten the Ways
and Means Committee on. They talk about the Philippine tobacco
being of poor quality and limited in amount. That is true, but the

very minute that the opportunity arises to dispose of tobacco in this

country free of duty, or a very small dutj^, that very minute American
capital is going to increase the production of that tobacco.

Mr. Geosvenor. And increase the quality, too ?

Mr. Smith. Yes, sir. They have got the soil there, and what is

needed is the brains to develop it, and they will get it.

Mr. SwANSON. A 5-cent cigar there will be better than a 5-cent cigar

here i

Mr. Smith. Yes.
Mr. Russell. And the next step will be to manufacture down there

instead of here i

Mr. Smith. That is what it means.

Mr. Russell. And then we would have to put the internal-revenue

law in operation over those islands ?

Mr. Smith. We have got to meet those things when thej^ come; there

is no question of that.

Mr. SwANSON. The best way is to get rid of the Philippine Islands ?

Mr. Smith. That is my position.

Mr. Long. Or place the Constitution over them ?

Mr. SwANSON. I think we ought not to put it there.
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Mr. Smith. I shall be vei-y glad to answer questions, but I want to

say that I made no preparation whatsoever to discuss this matter this

morning, and we are going to prepare this brief and submit it.

Mr. SwANSON. Have you fixed a scale of prices at which you sold

cigars after the increase of tax, as compared with what it was before ?

JMr. Smith. There has been no change, sir.

Mr. SwANSON. No change whatever'^

Mr. Smith. No, sir ; we are selling our cigars at exactly the same
price we,did before.

Mr. SwANSON. And they retail at the same price?

Mr. Smith. Yes, sir.

Mr. SwANSON. And consequently you people have had to pay out of
your pockets entirely this increased tax?
Mr. Smith. Some of them had to pay it out of their capital. We

have not only paid it out of the profits but some have paid it out of
their capital.

Mr. Richardson. Do you mean to say the entire increase of |3,000-
000 has been paid by the manufacturers of cigars instead of their put-
ting it upon the consumers?
Mr. Smith. Absolutely and entirely; and I will state further that

some of the manufacturers have been obliged to pay a portion of that
out of their capital.

Mr. Geosvenor. Have you made the same kind of cigars, out of
the same kind of tobacco?
Mr. Smith. Yes, sir; and we are doing it to-day. I mean to say

that last year the firm of which 1 am a member paid nearly $40,000
to the Government which came entirely out of their profits; fortu-

nately we happened to make a little more than |40,000, so we did not
pay it out of our capital. I know from personal knowledge that the
manufacturers did pay a portion of the tax out of their capital; that I

know from positive knowledge. Now the amount of increase based
on cigars is such as to render it impossible for us to get it from the
trade and we could not change our values; the amount of 60 cents

was so small we could not change our values and adjust our profits

and we simply had to stand it.

Mr. Geosvenor. The retailers did not add anything to the prices?

Mr. Smith. They retailed just the same. The prices have been just

the same.
Mr. SwANSON. And the only way by which you could get it back

would be -to use a little less tobacco or use an inferior qu^ity, which
would, of course, injure your brand?
Mr. Smith. Yes, sir. You could not save enough in that way to

justify the injuring of your business.

STATEMENT OF MR, ALEXANDER M. JENKINSON, OF PITTS-
BURG, PA., CHEROOT AND STOGY MANUFACTURER.

Mr. Jenkinson. Mr. Chairman and gentlemen of the committee, I
do not know that I can add but little to what Mr. Smith has said on
the general subject except to accentuate the fact that had your tax at
the time of the Spanish war been made |6 instead of $3. 60, as it was
made, we could have made a change in the prices, and perhaps could
have made it so as to be borne by the consumer.
The business in which I am interested—which is called by Mr. Smith
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the cheroot and .stogy business, of western Pennsylvania—made last
year 237,0U0,000 cigars. We did not use an ounce of imported tobacco,
grown in Cuba or any other place abroad. That tax of $3 a thousand
was really about 33^^ per cent on the avarage price, as Mr. Smith has
stated, and we simply had to swallow that 60 cents which was added.
Our price, as has been stated, runs |9, 110, 111, and you can not put up
the price to $9.60 or HlO.60 because the trade would not stand it. As
Mr. Smith has said, we simply had to swallow it. Now, it seems to me
that when our present income is more than enough to run the Govern-
ment that we are wise in coming before the Ways and Means Commit-
tee to suggest that this extra tax be taken off. Before coming to Wash-
ington I was in hopes that it would be done at this session, but since
I have been here I am inclined to believe it is impossible at this session,
and one of our objects in coming before the Ways and Means Com-
mittee is toask that you give this matter the consideration which in
our estimation we deserve. I know of nothing further that I could
say unless it would be to answer questions propounded by members of
the committee.
Mr. KiCHAEDSON. Suppose instead of making this 110.60 you had

made it $10.99
Mr. Jenkinson. That might have done, perhaps, if you were selling

goods entirely to department stores; but when you come to do business
with large wholesale grocers they simpty laugh at you. For instance,

if the price was raised from $10 to, say, 110.50 or $10.60, it is simply
a matter of amusement for them.
Mr. SwANSON. Tobacco in none of its shapes and forms has had the

advance that iron and steel has ?

Mr. Jexkinson. No, sir; it has not. Cigar prices, as Mr. Smith
said, are so regulated that they fluctuate but little one year and another.

If the raw material is high in price one year then it is the manufac-
turers' loss, but the next vear in all probability the farmers will plant

too much and get too greedy and then it goes down, so it balances up
the next year and the selling price can not be altered by fluctuation

in the market, unless it is the labor market.
]Mr. SwANSON. Has labor been steady in the cigar business?

Mr. Jenkinson. There has been no trouble in the cigar market until

the present time.

Mr. SwANSOx. They are paid so much a thousand?

Mr. Jexkixson. They are paid bj' piecework.

]Mr. SwAXSOx. So you know what it is going to cost j^ou?

Mr. Jexkixsox. It is by piecework entirely.

Mr. Smith. I want to say one thing about the Porto Rican question;

I did not quite catch the point when Mr. Russell spoke of it. Here is

one danger which the American manufacturer will meet on the. Porto

Rican proposition that is a very grave danger. As we understand

the law, we may not understand it correctly, but as we understand

the law the tobacco imported to Porto Rica from the island of Cuba
pays the same rate that tobacco imported into the United States pays.

Mr. Russell. From Cuba?
Mr. SaiiTH. Yes. Now, there is nothing to prevent the manufac-

turer, and it will be done, from carrying in to Porto Rico Havana
tobacco at 35 cents per pound for the fillers and so much wrapper as

you can get in for 35 cents, the same as we do in this country, and the

balance at $1.85
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The Chairman. You do not mean to say anything of that kind is

going to happen?
Mr. Smith. I do not think I want to change my remarks and he

can have the cigars manufactured in Porto Rico of Cuban tobacco and

shipped to this country and land them here at 15 per cent of. the rate

from the island of Cuba, which is now $1.60 a pound and 25 per cent

ad valorem; in other words, they will produce Cuban cigars in Porto
Rico and land them in this country at a little more than 15 per cent

of the present duty on cigars.

The Chairman. He has to pay duty on the tobacco ?

Mr. Smith. Exactly; and. I said a little more.
Mr. Russell. You have to pay the same duty on the same tobacco

when bringing it into this country ?

Mr. Smith. We will follow it to the conclusion. We will say the

average duty for tobacco brought into this country on the raw material

is flO; it may be more, but we will say it is |10. He takes the
tobacco into Porto Rico and pays $10; that is the duty on the raw
material. He makes that up into 1,000 cigars and brings them here.

The ordinary cigar will weigh approximatdy 12 pounds per thousand,

on which he pays fl. 50, and say the price is $30. It would be $54,
and 25 per cent ad valorem on the value of $30 would be $7.50 more,
which would be $61.50, that the 1,000 cigars would pay duty if man-
ufactured in the island of Cuba and brought here. Now he pays $10
on the raw material from Cuba and brings it in here at 15 per cent on
the $61, or a little over $9; so you have a duty of $19 as against $61.

Mr. Russell, But you bring that same tobacco from Cuba here in

the United States and you import it wholesale at $10 and you do not

have to pay for the cigars manufactured here?
Mr. Smith. But this is made in the West Indies.

Mr. Russell. Then the difference is either in the labor conditions

or the sentiment of this country in favor of a cigar made outside of

the country.
Mr. Smith. I stated in the start that cigar smoking was somewhat

a matter of sentiment; perhaps legislation has nothing to do with the

sentiment, but still it is there nevertheless. This, however, is one of

the conditions we have to face from the island of Cuba, and we will

face it when the time comes, and we will not cross the bridge until we
get to it; but that is one of the conditions that is going to arise and
they are prepared to do it. They are prepared to ship Havana tobacco
to Porto Rico and make it into cigars and ship them at the 15 per cent
rate of duty. I only brought that up here because
The Chairman. Of course if we did not have that 15 per cent they

would have a greater advantage than they have now?
Mr., Smith. Yes.
Mr. ScHiFFER. It would be better to bring it in without duty for

the reason that it would not bear the import stamp, which acts to the
detriment of the interests of the American manufacturers.
The Chairman. They would have the internal-revenue stamp from

Porto Rico, would they not?
Mr. ScHiFFER. That is not the point; the import stamp on the cigars

which the buyers
Mr. Russell. The internal-revenue stamp would show the same

thing?
Mr. ScHiEFER. But the two stamps are what the public like to see.
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STATEMENT OF MR. M. KROHN.

Mr. Krohn. Mr. Chairman and gentlemen of the committee, I have
been before this committee before in regard to various questions, and
I desire to say that the point made here by Mr. Smith is certainly a
very strong one and a most serious one to the cigar producers of this
country, and one which has undoubtedly been disregarded by your
committee, the fact not probably being brought to your attention.
Just as soon as they can do it under the present law there will be an
importation of cigars, and not alone an imported cigar, but imported
Cuban Havana cigars, the general article and not the counterfeit, not
of Porto Rican tobacco, but of Cuban tobacco, and therefore they
would obtain the value of the difference between the irhport duty from
Cuba and Porto Rico, and if there is a possibility of remedying that
defect I think it should be done.

]Mr. Underwood. You would rather as a manufacturer of cigars
have the dutj' of 15 per cent taken off Porto Rican tobacco, or would
you prefer to have it stay there?
Mr. Krohx. That is a question I doubt very much the trade in

general has thoroughly considered. In connection with that I want
you to take into consideration the domestic leaf raised, which comes in

competition with Porto Rican tobacco, and in which one of your
committee here, General Grosvenor, ought to be considei'ably inter-
ested, because his State raises the bulk of the finest domestic cigar
leaf that is raised in this country; but that is a question by itself which
wants to be considered very sei'iously by the manufacturers as well as
the raisers of tobacco. In regard to the 60-cent matter it has been
sufficiently argued, I think.

You have heard the reasonings wh}' the trade desires to have it off

and I know the Committee on Ways and Means has been very con-
siderate to the tobacco manufacturers at all times. They have never
forgotten them and have always taken them into consideration in con-
nection with the matter of raising taxes. I know you have been kind
to us and therefore we come here frequently and expect to be here
next fall to see that you gentlemen here will not forget us, and hope
that when we do come yon will treat us with the consideration which
I think the trade deserves.

The Chairman. You gentlemen can confer together and file your
brief and it will be printed with the hearings.

Mr. Smith. We will file our brief within the next week or ten days
with the clerk of the committee. We will get it up as early as we
can, and now, gentlemen of the committee, we desire to thank you in

the name of the cigarmakers for your kind consideration.

Thereupon the committee adjourned.

Brieffiled on hefiolf of the cigar and cheroot manufacturers of the

United States.

IN RESPECT TO SECURING THE REPEAL OF THE WAR TAX LEVIED ON
CIGARS, CHEROOTS, ETC.

The war-revenue law of 1898, entitled "An act to provide ways and
means to meet war expenditures, and for other purposes," was accepted

by the patriotic consensus of opinion of this country as a necessary
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measure for the purpose of raising revenues sufficient to meet the

unusual expenditures of Government in connection with the late war
with Spain.

It is, of course, a matter of supererogation to call the attention of

this learned and experienced committee to the fact that the power to

levy taxes, vested in Congress under the provisions of section 8 of

article 1 of the Constitution, is founded on the expressed provision of

said section, that all taxes so levied shall be uniform.

And the uniformity intended by the framers of the Constitution was
not merely of a theoretical nature, but it was designed and intended
that the burdens of taxation should be so apportioned as to be borne
equally by the people of the United States, and not inflicted with
inequitable and burdensome effect upon any special class.

It also may be proper to call attention to the fact that the war-
revenue law was solely conceived and designed to meet the expendi-
tures of the war and was not intended as a permanent addition to the
revenue-bearing scheme of usual and ordinary taxation required to

meet the normal expense of the Government.
The cigar and cheroot manufacturers of the United States now

appear before your honorable committee and present such absolutely
incontrovertible facts as clearly establish their right to immediate relief

at the hands of Congress from the burdens of a tax which was designed
to be but temporary, and the contingencies which necessitated the
creation and imposition of the tax have long since passed away, the
revenue of the (jovernment being more than adequate to meet the
expenses of the Government, and which burdens of additional taxation

were borne silently by the said cigar and cheroot manufacturers because
of their peculiar relation to their customers and the purchasing and
consuming public, as well as by that patriotism which, in the face of

the enemy, dominated all the citizens of our Republic, regardless of

section or party; and it is therefore most respec^ifully and earnestly

urged that the facts herein presented should meet with the serious and
approving consideration of your honorable committee and of Con-
gress, so that this industry, which already contributes such large
sums to the support of the Government under normal conditions, may
be relieved from the burdens of this additional taxation, the reasons
for which no longer exist, and the burdens of which were only designed
to be temporary and not permanent, and the payment of which addi-
tional duties are borne bj^ the comparatively few and not by the whole
people.

It is perfectly proper and perhaps essentially necessary for a clear

presentation of the case of the cigar and cheroot manufacturers before
your honorable committee to present the following statistics of manu-
facture which are derived from official and authentic sources:
For the year ending June 30, 1899, there were manufactured in the

United States cigars and cheroots paying the full tax of $3.60 per
thousand the following number: 4,499,701,645. And the tax paid on
this quantity of cigars and cheroots at said rate was $16,307,108.

In this sum so paid the additional tax of 60 cents per thousand above
the former $3 per thousand limit was the large sum of $2,699,821.
For the nine months beginning July 1, 1899, and ending March 31,

1900, the total number of cigars and cheroots manufactured and paying
' the tax to the United States was 3,958,219,519, on which there was paid
• the tax of, at the rate of $3.60 per thousand, the sum of $14,249,590.
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And the additional amount for said period of nine months above the
normal f3 per thousand rate, and being the amount of the 60 cents per
thousand war tax, was 12,370,131.70. So that the cigar and cheroot
manufacturers of the United States have, since July 1, 1898, down to
the present time, paid for war-revenue purposes in the shape of this
additional war tax of 60 cents per 1,000, the enormous sum of over
$5,000,000.

It is absolutely certain that this tax has been borne and paid by the
comparatively few cigar and cheroot manufacturers of the country,
because, bv reason of our decimal currency, the retail prices current in
the sale of cigars and cheroots throughout the United States being
usually at the rate of one or more cigars sold for five cents, and then
in multiples of 5, such as 10 cents each, or 15 cents each, or three for
a quarter, or two for a quarter, has rendered it a matter of practical
imppssibility, for commercial reasons, to add the tax of six-tenths of
a mill to each cigar or cheroot.

It could not be charged to the jobber or retail dealer by the manu-
facturer because the retail dealer could not practically add that frac-

tional tax to the retail price of the article, so that it may be truthfully
asserted that this tax, aggregating in the enormous sum of over $5,000,-

000, substantially came out of the pockets of the manufacturers, and
was not generally borne by the consuming public, nor uniformly paid
by the people of the United States.

And to show how grievous is the burden of this additional taxation,

it is pertinent and relevant to this inquiry to consider the proportion
in amount and value which the different grades of cigars and cheroots
paying the additional war tax of 60 cents per 1,000 bear to the total

output.
Taking in round numbers the output of the cigars and cheroots pay-

ing the cigar tax of $3.60 per 1,000 at 4,500,000,000, the same maybe
classified into the following divisions:

Fifty per cent thereof is the lowest grade, selling at about flO per
thousand.

Thirty-five per cent thereof forming the class of what are known
in the trade as

'
' nickel " cigars, and whi(!h sell at the average price of

$25 per thousand.
Ten per cent thereof, consisting of the Sumatra wrapped seed and

Havana cigar known in the trade as the "ten-cent" cigar, which sells

at an average of $55 per thousand.

And the remaining 5 per cent thereof, the clear Havana grades, sell-

ing at higher rates. So that fully 50 per cent of this entire stupendous

output of 4,500,000,000 cigars and cheroots, and the selling price of

which is $10 per thousand and less, pays, at the present time, a tax of

over one-third of the amount of the selling price, and the next 35 per

cent of said total output, which is in the shape of the nickel cigar, has

an equally disproportioned tax, when the cost of material and the small

profit by reason of competition and close figuring necessarj^ to enable

the jobbers and retailers to make a living profit is considered.

In other words, 85 per cent of the entire output is in a position unable

to bear this additional taxation with any possible comfort or justice.

But even the higher grades of cigars are also subject to an enormous
amount of taxation, because, in addition to the internal-revenue tax,

it must be borne in mind that the higher grades of cigars bearing the

Sumatra wrapper and having the clear Havana filler are also burdened

2
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by a tax of $1.85 per pound on the average 2i pounds of Sumatra
wrapper used, and also to a tax of 35 cents per pound on the 20 pounds

of Havana tiller used, making on such a cigar an additional tax paid

to the Government on the raw material of $11.16 over and above the

$3. 60 internal-revenue duty collected.

These figures speak for themselves more eloquently than can any
use of language, or of any pleading or protestation falling from the

lips of the most eloquent advocate.

The condition of the cigar and cheroot manufacturers in respect to

this matter is completely stated in the summary of figures hereinbe-

fore detailed, and that absolutely speaks for itself.

The cigar and cheroot manufacturers have hitherto refrained from
moving before yourhonoi"able committee and before Congress, because
of the notion which prevailed in the minds of the people and press of

this country that the emergent measure of the war tax would be
repealed by Congress upon the passing away of the emergency which
called it into life.

But now the time has come when these manufacturers, as citizens

and taxpayers of the United States, have the right to ask that justice

be accorded them, and that they be relieved from the further bearing
of these heavy and intolerable burdens, more onerous in their case

than in any other, for the most excellent reason that their trade, and
the articles they use in the shape of raw material as well as their man-
ufactured product, are at all, times the subject of taxation, and which
taxation was levied upon but very few manufactured articles produced
in the United States before July 1, 1898, and since the close of the
civil war.
Being thus taxed, and being thus constantly called upon to support

the revenues of Government by taxes, which year in and year out have
amounted to so many millions of dollars, this additional burden of the

60-cent war tax should be at once removed from this industry, so that

it may not be unduly burdened and crippled.

The cigar and cheroot manufacturei's stand for this reason before

your honorable committee with much stronger right, with greater

equities and a higher claim for relief than any other industry in the
United States.

In closing this brief presentation of the case of these manufacturers,
it may be well to call attention to the fact that one of the most noted
Secretaries of the Treasury, and whose name and ability shed luster

upon his administration of the high office of Secretary of the Treas-
ury—we allude to Secretary McCuUoch—in one of his later annual
reports to Congress, wherein he recommended the removal of the
internal-revenue tax from tobacco, that it might be placed upon an
equal footing with other agricultural products, said:

An article which is so generally used and which adds so much to the comfort o
the large numbers of our population who earn their living by manual labor, can not
properly be considered a luxury.

If tobacco, as used by our citizens, was not considered a luxury by
this high economic authority, and his views were adopted by Congress,
then tobacco must have become, and is, one of the attendant necessities
of our present civilization, and is part and parcel of the industrial life

of our people, adding to their comfort and happiness, and enabling
them the better to pursue their vocations in life.
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And while tobacco is properly the subject of taxation in this and all

other civilized countries, we assume, and have the right to assume,
that the trend of all revenue legislation in obeying the spirit of the
Constitution is, and of necessity must be, of that uniform degree and
extent which will render its burdens least felt and have the tax con-
tributed b}^ the largest number of the people participating in and using
the article which is made the subject of taxation.

It was never intended, calculated, or designed that so large and
onerous a tax should be borne by so very few of the people as is the
case in this instance; and it is therefore most earnestly and respectfully
submitted that the said additional tax hereinbefore referred to, and
being in substance the levy of 60 cents per thousand on each and every
thousand of rolls of tobacco subject to what is known as the "Cigar tax"
should be repealed or amended so as to relieve the manufacturers
from paying said addition of 60 cents per thousand.
And the cigar and cheroot manufacturers of the United States here

represented by their national association have full confidence in the
spirit of fairness, justice, and equity which characterizes your honorable
coDomittee, and confidently express the hope that a report favorable to

the contention and prayer of the said manufacturers may be made to

the honorable House of Representatives in order that the necessary
repealing and amendatory legislation may be secured in Congress at

the earliest possible moment.
Respectfrdly submitted.
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