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REGIDJATING THE WAREHOUSING OF COTTON HELD BY 
THE C01BIODITY CREDIT CORPORATION 

THURSDAY, JANUARY 23, 1941 

UNITED STATES SENATE, 

Co»MITrEE ON AaruCULTURE A!I"D FoRESTRY! 
Wa8hington, D. 0. 

The committee met, pursuant to call, at 10 a. m., in the committee 
room, 324 Senate Office Building, Senator John H. Bankhead pre
siding. 

The committee had under consideration S. 262, which is as follows: 

[ S. 262, 77th rong., 1st sess.) 

A BILL Regulating the warehousing, storing, and reconcentratlon of cotton held by the 
Commodity Credit Corporation 

Be lt fmacted b!f the Set~ate and Hou,se of Represe11tatives of the United 
Btotes of An~erica in Congress assembled, That the Commodity Credit Corpora
tion is hereby authorized to enter into one year contracts prior to August 1 i& 
each year for the warehousing or storing, in accordance with the provisions 
contained in section 2 of this Act, of cotton heretofore or hereafter acquired 
by such Corporation and cotton held as security for loans heretofore or here
after made or arrangt>d for by such Corporation. Such contracts may be 
l'ntet·ed into without ad\'ertising and without competitive bidding; and, if the 
Corporation is unable to enter into satisfactory contracts at reasonable rates 
without advertising and competitive bidding, such contracts may be made 
pursuant to advPrtisement and competitive bidding. In any such case adl'er
tiserueuts for bids shall be published at least three times in a daily newspaper 
of general circulation in the vicinity, determined in accordance with the proVi
sions of section 2 of this Act, in which the cotton should be warehoused or 
stored, and the contract shall be awarded to the lowest responsible bidder in 
such vicinity having satisfactory warehousing or storage facilities if the rates 
contained in his bid are reasonable. 

~EO. 2. All cotton which is warehoused or stored under any contract or 
arrang.>ment made by the Commodity Ct'edit Corporation shall be warehoused 
or stored in the nearest locality to the place where it is,produced, or to the place 
whPrP it is locatPd when such contract or arrangement is made, within which 
sutil<faetory facilities can be obtained at reasonable rates; it being the purpose 
of this Act to continue in effect the system of warehousing or storing such 
cotton in the cotton producing States, near the places where such cotton is 
produeed, in accordance with the system in effect during the ye.ar 1940, so as 
(1) to prevent unnecessary and uneconomical costs to farmers arising out of 

' the sampling and resampling of their cotton, or arising out of warehousing or 
storing their cotton and rewarehousing or restoring it in the same season, or 
arising out of transportation chargE:>s incurred in connection with rewarehou.s
ing, r~storing, or l"e('Oncentrating their cotton; (2) to prevent the r~moval of 
cotton to wart"hou!'les far di!'ltant from the homes of the farm~rs who own it, 
or hnv~ int~rt"sts in it; and (3) to prevent monopolistic control and monopolistic 
tt>ndt>n<•ips with rt>s).)('Ct to the warehousing, storing, and reeoncentration of 
t'Otlon ownl'd by farmers, or by the Government. 
~ra 3. In determining reasonable rates for the warehousing or storage of 

~)tfon for thf' purposes of this Act, consideration shall be given to the ratee 

1 



2 REGULATE WAREHOUSING OF COTTO~ 

tor such services which have been in effect during the years 1936 to 1940, 
inclusive, and no consideration shall be given to unusually low rates at which 
facilities are available by reason of abnonnal dislocations in foreign commerce. 

SEc. 4. All laws or parts of laws in conflict with or inconsistent with the 
provisions of this Act are hereby repealed to the extent of such conflict or 
inconsistency. · 

Senator BANKHEAD. Let us come to order, gentlemen, and Mrs. Cara
way. The committee has for consideration this morning S. 262, intro· 
duced by Senator McKellar, having to do with the warehousing of 
cotton. 

Senator McKellar is present, also Mr. Robbins, president of the 
Commodity Credit Corporation. Inasmuch as some difference seems 
to exist between some members of the committee and the Commodity 
Credit Corporation, and the sponsor of the bill, Senator McKellar, 
I would suggest that Senator Ellender, Senator McKellar, and Mr. 
Robbins confer among themselves for a few minutes and see if they 
can reach an agreement. In the meantime we will take a brief recess. 

(A brief recess was taken.) . 
Senator McKEI:LAR. We are lmable to agree, Mr. Chairman. Mr. 

Robbins talked to the Secretary, and he said the Secretary was unwill
ing to postpone it longer than 40 days. 

Senator BANKHEAD. From when? 
Senator McKELLAR. From now. Inasmuch as we all know, the new 

men just coming in here know, that a bill like this cannot be passed in 
both Houses in 40 days, why we are unable to agree, and we want to 
proceed with the proofs. 

Senator ELLENDER. Mr. Chairman, Senator McKellar said there 
were a few witnesses he had here this morning who would like to be 
heard, who may not be able to come here Monday. So far as I am 
concerned, I am sure the committee will agree to hear those witnesses 
today, and then adjourn the meeting until Monday, so as to hear such 
other witnesses as may desire to be heard. . · 

Senator BANKHEAD. Now, let me see if I understand that-of course, 
I understand that statement that we are to proceed with the witnesses 
who want to be heard today-then the idea is to recess until Monday~ 

Senator ELLENDER. That is correct. 
Senator BANKHEAD. Now, without agreement, when does the time 

expire~ 
Senator McKELLAR. Next Thursday, or one day next week. 
Senator c.~RAWAY. Saturday is the 1st day of February. 
Senator McKELLAR. Saturday is the day that Congress is to legis

late; after that timE! it might interfere with the Commodity Credit 
Corporation in this matter. · 

Senator BANKHEAD. Are we going to be able to get action by Feb
ruary 1 ~ 

Senator McKELLAR. No; we will have to pass a resolution as we 
did before, dealing with this matter. We will undertake to do that, · 
because it is idle to get this bill through-hearings held-there are 
going to be witnesses here from all over the country, and it is idle to 
talk about passing both Houses in 40 days. 

Senator BANKHEAD. Could we reach an agreement definitely here 
in a week-next week~ 

Senator McKELLAR. How could we reach an agreement to do that~ 
Senator BANKHEAD. Suppose we did reach an agreement, how would 
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it be~ Suppose this committee were to decide it would give a week to 
hearing-

Senator ELLENDER. Suppose we wait until Monday to decide that. 
Senator BANKHEAD. You are right up to the deadline without any 

agreement on the extension of time. 
Senator ElLENDER. I might suggest this, Senator, we propose a 

resolution today to the Senate, whereby the Commodity Credit Cor
poration will take no action in this matter until the Congress has 
a reasonable time in which to pass upon the merits of this bill. 

Senator McKELLAR. Well, they should take a stronger stand than 
that because we passed this resolution, the Department of Agricul
ture accepted. it at first, and then later on put a time limitation of 
the 1st of February on it, that it had to be done by the 1st of Feb
ruary, otherwise they were going to accept these bids, whatever may 
be, and move the cotton. 

Senator BANKHEAD. If anybody in this country has got any idea 
that I am going to spend all summer on this little bit of a bill, they 
have got to change their mind. 

Senator 1\IcKlU.AR. I cannot understand how in the name of 
Heavens, a Department of this Government would serve notice on 
Congress, and take the stand that Congress has to pass a bill or not 
pass a. bill within a certain length of time. That IS something new 
to me in legislation, and I have been here for 30 years. I have 
never known a department to serve notice that any action that Con
gress might take had to be taken within a given time or that they 
wonld disr('gard it.. 

Senator CAPPER. It is a new one to me. It impresses me as being 
a very important matter. I would like to have all the information 
that is available with respect to the legislation. I don't believe 
that we should rush it through. 

Senator BANKHEAD .. Well, the question is that the Department is 
making us rush through, or they rush through. That is just what • 
we have h"en trying to do, to get them to say that we won't have 
to rllsh through. If you can prevail upon the 'Department, Senator, 
to give us time we will all be glad to do it. The friends of this bill 
are just fighting against time. 

Senator McKELLAR. Mr. Chairman, if the committee will authorize 
me to do it., I would like to talk to the Secretary of Agriculture 
over. the telephone myself and see if 60 days won't be acceptable 
to hun. 

Senator BANKHEAD. All right, sir; I will give you the time. 
(Senator McKellar leaves the room.) 
Senator BANKHEAD. Gentlemen, I would like to find out how 

many people are here from out of the city. · . 
Mr. REED. I am from Texas. If you are going to postpone until 

Monday-
S~'nator BANKHE.\D. We haven't decided anything about post-

pomng. . 
!IIr. Ru:n. ~lr. Pn~·ne is from Memphis, Tenn.; Mr. Th:>gers is 

~rom Cordelle, Ga.; Mr. Brooks is from Dallas, Tex.; Mr. Glimning 
1s from Oklahoma; )lr. Humphrey from Oklahoma; Mr. Harris, 
Ah~bama: Mr. Blackford from Memphis; Mr. Mallory from l\Iem
plns:. Mr. McElroy from Texas; l\Ir. Murchison from Texas; Mr. 
lin le1s from Missouri. 
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Senator BANKBEAD. Thank you, sir; there are quite a number 
from long distances. I am waiting, gentlemen, £or Senator Me~ 
Kellar to return, he is having a conference with the Secretary on 
the phone. 

(Senator McKellar returns.) 
Senator McKELLAR. Mr. Chairman, the Secretary says that if the 

committee will say that they need the extra 60 days to get this bill 
through or defeat it, that it will be all right with him, but he wants 
the committee to pass some resolution. 

Senator BANKHEAD. Well, I would not say necessarily that we 
need that, but I think the committee-at least I will vote-for a 
request that he give us that long, if the committee cannot get earlier 
action. 

Senator McKELLAR. He said that. Now if you are going to haYe 
a resolution passed-! am not a member of the committee-

Senator BANKHEAD. Dictate it to the stenographer. 
Senator McKELLAR. This will be a resolution of the Senate Com~ 

mittee on Agriculture : 
Whereas a difference has arisen about the amount of time that it will take 

to dispose of Senate bill 262, or any amendments or substitutes therefor; and 
Whereas the Secretary of Agriculture has heretofore announced that he will 

take action on the bids that have been asked for for the warehousing of cotton: 
Now, therefore, be it 

Re8olved, That this committee requests the Secretary of Agriculture to hold 
the matter for 60 days from this date, in order that the two Houses of Congt·ess 
may pass upon this bill. 

Of course, if it can he passe9 or defeated earlier, this resolution 
ends at that time. · 

Senator BANKHEAD. I think that is all right. 
Senator McKElLAR. Is there any objection to that~ 
Senator BANKHEAD. Gentlemen and Mrs. Carawav. yon have 

heard this resolution. All in favor of its adoption say "aye.'' 
• [Resolution was put and carried.] 

The resolution is adopted. 
Now we have got witnesses here-while you were out I investi

gated, had them stand up-we have got about a dozen witnesses here, 
most of them from as far away a,s Texas and Oklahoma. I don't know 
whether they would rather wait or come back. We must not indefi
nitely postpone proceeding in this matter. We must go right ahead 
with diligence. · 

Senator McKELMR. Mr. Chairman, may I introduce Mr. Reed, of 
Texas~ 

Senator BANKHEAD. Mr. Reed, what do you think of the sugges
tion which some of us here have discussed~ We haYe got to go to the 
Senate now pretty soon for the day's session-of taking a recess of 
this committee untillO o'clock tomorrow morning and meeting here
we won't have the Senate in session tomorrow-meet here tomorrow 
morning and we can if necessary come back Saturday morning, for 
the convenience of those gentlemen who have come so far. 

Mr. REED. That will be very desirable, Mr. Chainnan. The mem
bers of the committee should appreciate we are ready to proceed. If 
it is going through until Monday, we would like to have this con
sideration given. There is a Nat10nal Cotton Council meeting start
ing Monday, that I think practically everybody in the inch1stry~ and 
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perhaps Members of Congress. are intere~ted in.. In all probability 
they will want to go to that cotton council meetmg at Augusta, Ga. 
s~nator BANKHEAD. At Augusta~ 
Mr. REED. Yes, sir. . . • . 
:-:enator ll.\NKHEAD. )[y thought 1s to meet that mormng and lf 

we have to meet Saturday we will do that. That will give you time 
to get down there, and then tomorrow we will investigate how long 
it "ill be-Senator Ellender's group-

~enator ELLENDER. I would not refer to it as Senator Ellender's 
group at all. · 

Senator BANKHE.m. I have not heard from any other source for a 
pm,tponem~nt, that is the reason I say that. . . . 

Senntor ELLENDER. Personally, I am of the opnnon that If we are 
(J'oing to get anywhere with thls hearing, that the chairman should 
~Pl)()int a subcommittee, ~cause I am satisfied that it_ will be im
po~~ible to get a full comnuttee anyway, to hear these witnesses, and 
tht' ordinary tlstml procedure is for a subcommittee to be appointed 
to hear these witnesses, and I make that motion, Mr. Chairman, 
that a subcommittee of, say, 5 be appointed to hold these ~1earings and 
rep(•J't back to the conunittee after they are through w1th the hear
ings. 

Senator McKELLAR. Mr. Chairman. it seems to me that these hear
ings might. well be heard before the whole committee. 

Senator BANKHF.AD. It would be preferable if you can get them to 
attend. 

Senator ~IcKELLAR. I think you can get as many to attend relatively 
as will attE-nd a subcommittee meeting. 

Senator BANKHEAD. If we could get unanimous consent, instead of 
having a subcommittee, if we could get unanimous consent to proceed 
with such members as appear here, that we will go ahead with the 
henring, because we don't haYe to \ote on anything until we get 
through. Is there any objection to unanimous consent that we proceed 
ns if a quorum was present until we are through with these hearings~ 

Senator Eu.ENDER. Do you mean as a committee as a whole~ 
Senator BANKHEAD. Yes. 
Senator ELLENDER. Isn't that out of the ordinary, Senator¥ I don't 

want to appear obstinate- . 
Senator BANKHEAD. We can make any agreement here by unanimous 

coni;t>nt that we desire to make. 
Senator ELLENDER. If the Senate should adopt the resolution pro

po~ed by the Senator from Tennessee, if it takes 6 months to properly 
he~1r that bill- -

Senator BAXKHEJ.D. We are not going to impose; we are going right 
through with it. 

St>nator ELLEXDER. I don't be1ie\e the matter ought to be rushed 
through. I think for the sake of the bill itself that we ought to take 
our time about it and hear all the facts and make a proper presentation 
of it before the Senate. 

Senator BA:XKHE.\D. Senator, it is in line with that, that I am not 
very ~trong- for a su~committee, because I. want just .as many members 
of tlus entire committee to hear that testimony, or JUSt as much of. it 
ns they tan. The Senator knows the rule; when we ha\e a subcommlt-
h"t', other llk•mbers don't feel entirely free.- . 
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Senator ELLENDER. I have no objection to thLt. The only thing I 
had in mind was to be certain that when we meet here at 10 o'clock 
tomorrow morning, we would not have to wait in order to get a 
quorum. I don't believe we could get that unanimous consent you 
speak of, either. . 

Senator BANKHEAD. If you object, we won't. 
Senator ELLENDER. I object. 
Senator BANKHE..\D. All right; that ends it. The hearing is recessed 

until 10 o'clock tomorrow. 
(Whereupon, at 11: 55 a. m., the committee adjourned to 10 a. m., 

Friday, January 24, 1941.) 



REGULATING THE WAREHOUSING OF COTTO~ HELD BY 
THE COlHIODITY CREDIT CORPORATIO~ 

FRIDAY, JANUARY 24, 1941 

UNITED STATES SENATE, 
CoMMITTEE o~ AGRICULTrRE AND FoREsTRY, 

TV ashington, D. 0. 
The committee met, pursuant to adjournment, at 10 a. m., in the 

committee room, 324 Senate Office Building, Senator John H. Bank
head presiding. 

Senator MdULLAR. Mr. Chairman and gentlemen of the committee, 
I want to make a very brief statement concerning this bill, S. 262. 
It will be noted that the first section of the bill reads as follows: 

That the Commodity Cn>dit Corporation is hereby authorized to enter into 
one-year contracts prior to August 1 in each year for the warehousing or storing, 
in accordance with the provisions contained in section 2 of this Act, of cotton 
heretofore or hereafter acquired by such Corporation and cotton held as security 
for loans heretofore or hereafter made or arranged for by tmch Corporation. 
Such contracts may be entered into without advertising and without competitive 
bidding; and, if the Corporation is unable to enter into satisfactory contracts at 
reasonable rates without adYertising and competitive bidding, such contracts 
may b~> made tmrsuant to adYertisement and competitive bidding. In any such 
case ad\"ertisements for bids shall be puhli$bed at least three times in a daily 
newspaper of general circulation in the \"icinity, determined in accordance with 
the pt·ovisions of section 2 of this Act, in which the cotton should be warehoused 
or stored, and the contract ~>hall be awarded to the lowest responsible bidder 
in such \"icinity having satisfactory wat•ehousing or storage facilities if the rates 
contained iu his bid are reasonable. 

Now gentlemen, that provides for just what is done now, except 
that there being no regulation of either the letting of contracts with
out bidding or the letting of cont·racts with bidding, why, in the 
middle of the season, after making the contract last summer, after 
the Commodity Credit Corporation had made contracts for the ware
housing of that cotton, and after it had been warehoused, after it has 
been sampled, after the freij!ht has been paid to that warehouse, the 
C{)lmnodity Credit Corporation now proposes to rewarehouse-the 
term for it is reconcentration of cotton-which is a euphonism-but 
what they really do is to rewarehouse the cotton somewhere else, and 
this particular proposal coming from the Commodity Credit Cor
porntion is to rewarehouse the cotton on the coast, and I cannot-! 
bett(lr say we have had a great deal of experience with this some 5 
years ngo-5 or 6 years ag-o, I cannot be accurate about the date
this s:m1e organiza'tion ur\aertook to rewarehouse the cotton in the 
middl_e of the seai'On, and they employed what was known as the 
.Amt>l'H'an C~tton Cooperati\e Association to do the rewarehousing or 
reconcentratwn. My recollection is, it cost the farmers, or if the 

1 
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GoYenunent owned the cotton, it cost the Government about $1,700,000 
just for the supervision of the rewarehousing. In addition to that it 
cost the owners of the cotton, and incidentally all charges come out 
of the cotton itself, which means that they come out of the farmer, 
it costs th& owners of the cotton for sampling, resampling of the cot
ton that had already been sampled-which amounts to about 20 or 25 
cents a bale for the sampling and resmnpling of that cotton; and 
in addition to that it cost the freight, the additional :freight to the 
ware.house in which it is reconcentrated or rewarehoused. I imagine 
that kind of action in 1935 must have cost the farmers somewhere in 
the neighborhood of three or four million dollars, and that source tried 
their best to get the Congress to let that be done again, but the next 
year there was put in a provision prohibiting that to be done unless 
the farmer agreed to it. That law was passed and so when the loans 
were made, the Commodity Credit Corporation put in the loan it::;<'lf, 
in the loan agreement, the right to rewarehouse the cotton, and the 
Congress passed another law prohibiting it to be done, unless the 
agreement was made in a separate agreement, a separate agreement 
now giving the power from the farmer-give the power to the Com
modity Credit Corporation to rewarehouse his cotton; a.nd that law 
is in e.ffect today, but it seems that some of this cotton has been taken 
over by the Government, some of it the farmer still has an equity in
I cannot give the bales, but it will be giYen by the~e gentlem{'n who 
are going to give you all the facts. 

Nothwithstanding that law, now it is proposed hv the Department, 
and not ?nly proposed but insis~ed upon by the Commodity Credit 
CorporatiOn, that this cotton be rewarehoused in the middle of the 
season. The arrangement for warehc'U-;ing has already been mac1e. 
The excuse first gwen. was that there were about 92,000 bales m 
western. Texas that wet-e not prope,rJy warehoused. There is no 
reason m the world why that could not have been arranged, und(lr 
the present law; if there were 92,000 bales anywhere, it could be 
rewarehoused and made safe. Another reason is that, they are going 
to save money, and that will be the conttntion, I understand. I just 
don't know what the Secretary said yesterday-it has been put up 
to the Commodity Credit Corporation, th!tt they can save $5.000 a 
day by reconcentrating this cotton, or rewarehousing this cotton. 
In my judgment it would be quite the contrary. 

Now in order that you may see why, !hat this .does not limit the 
warehousing of cotton to anybody-for m:-..tance, It has been stated, 
and the :facts will come out undoubtedly, that after the Americ!m 
Cotton Cooperative failed to proceed with their p~s:iness-they 
folded up-that now some operators on the coast, foreign operators 
who ha.ve been selling cotton-! have no criticism to make of these 
people r!rsonally, but the celebrated finn of Anderson~ Clayton & 
Co., which is one of the largest, if not the largest firms in the country, 
they got a little ware.house down on the coast and they are not doing 
any foreign business, and therefore. they do not need it, an~ they ha~e 
seized upon this opportunity to bid, or they expect to b1d for this 
cotton. It has been shown that they have some warehouses down_ 
there t.hat are either not being used, and they sent the cotton to the 
coast. at this time. Wbat for 1 They are not selling any cotton them
seln.~ and they cannot sell it either, as long as this pre;;;ent condition 
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~.a~ts. Why pull it out fr(jm not only where it was raised but where 
it l1as bw>n warehoused heretofore~ 

X ow the second section will show what is proposed here, and I 
want to ask you g<'Htlemen to read it with me! if you will, section 2, 
wltich is as follows: 

~me. 2. All ('otton whith is warl'housed or storro undc·r any contract or 
arr11ngement malle by the Commodity Credit Corporation ~hall be warPhoused 
ur stored in the nem(•I'Jt locality to the place where it is produced, or to the 
place where it is Joc'Uted when such contract or arrangemt>ut is made, within 
which satisfartor:v facilitit>s can be obtained at reasonable rates; it being the 
purpol'e of this A'ct to continue in effect the system of warehousing or storing 
such cotton in the cotton producing States, near the place.'> where such cotton 
i11 prodwl'd. in aC"rnrdan('C with the systf'm in effect dnring the year 1940, so 
as-now wba t is the purpose of this-( 1) to prevent Ulltmecessary and un
eronomic.'3l costs to farm!'rs arising out of the sampling and resampling of 
their cotton, or arising out of warehousing or storing their cotton and rPware
hou~;ing or re-storing it in the ~:arne season, or arising out of transportation 
('hargeR incurr<:>d in cormection with rewarehousiug, re-storing, or rt>concentrat
ing th1~ir cotton; (2) to prrYent the removal of cotton to warehouses far 
distant from the homl's of the farmers who own it, or have interests in it; 
and ( 3) to pren•nt monopoli8tic control and monopolistic tendencies with 
rt•s)){>Ct to tht> warehousing, f'toring, and rl'<:oncentration of cotton owned by 
famwrs, or by the Government. 

There are about 6,500.000 bales of this cotton now owned bv the 
Government, and the others the farmers have an intel\'.st. in. 'Now 
the pu1·pose of that is shmm, but in order to illustrate just what I 
tnE>an by this, in 1935 it came out in one of the hearings that we were 
conducting at that time when the A. C. C. A. as it was called, the 
Ameriean Cotton CooperatiYe Association, had the eame situation, or 
was t1·yin~.r or tlid haw tlre same situation, th:tt the big dealers are 
tryiug to ~ret How, in uthl·r words to get <:untrol of the cotton, because 
whenen'r that cotton is shipped from the interior to the coast as 
provided under the bids that have been announced, it means that the 
cotton will pass out from those. that are interested in the cotton, 
1tnd I want to give you a statement to show you just exactly what 
occurred. 

Holly Springs, Miss., is about 60 miles from the city of Memphis, if 
I remembPr right-it is right nearby in :Mississippi-you will remem
ber Memphis, Tenn., where I lire, is in the southwest corner of the 
State-a colored man, and my recollection is he just had one. bale of 
eotton, he put it with the Government, as the saying was-he borrowed 
money, the amount that he was allowed to borrow; it was put in a 
HoB~· Sprinf!S warel~ouse, but i~1 1935, if I remember the year right, 
the Commodity Credit Corporation moYed that c.otton to Xew Orleans, 
La. The cotton price went up a little, and that colored man had 8 or 
10 dollars in his cotton-had an equity of 8 or 10 dollars. "1u•n he 
found thnt he had that equity of 8 or io dollars, he wanted to ~t his 
!notwy. Well, what had hnppened to the cotton~ It had been estored 
!II Holly Springs. but the Con~uodity Credit Corporation had restored 
It-they (:allt>d 1t reconcentratwn, whatever the term. it means the ~tme 
thin;! in substanC't"-th~.>y had re;tored it in New Orleans. and that 
t'olore\l man ha1l to make all kinds of investi~ration, or Q'et somebodv 
~o 1.na~~ ,it for him, even to find his cotton. It had pa~d out of hfs 
JUI'I&.bl'tiOll, see! It had passed down to Louisiana at New Orleans 
und h~ had. a very diffiC'~lt time to find the cottdu; but he finally 
found lt. "ht-n he found 1t, he found that it had been sampled twice-
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I forget what the loss in weight-moving the cotton around there had 
cauSed it to lose in weight, for some r!:'ason that these gentlemen may 
be able to tell you; but he found that it had been sampled twice. He 
had a loss of about 25 cents a bale on that; he found that the freight 
which had been paid to New Orleans had to be taken out-I don't 
remember what that is; it is about $1.75 or maybe $2.75 a bale-it was 
considerable-and he lost that. In other words, through the recon
centration of the cotton in the middle of the year, and that is why this 
hill provides that it should be done at thefroper time in July. By 
the reconcentration or the rewarehousing o the colored man's cotton 
he had lost half of his equity, or about half of his equity in it; and as 
it turned out, that cotton was sold somewhere in Kentucky or West 
Virginia for manufacture, and came directly back from where it was 
stored in New Orleans, through Holly Springs, to the point of delivery. 
In other words, just paid the freight twice on it. . 

Now, gentlemen, we think that the inland people who make this 
cotton should warehouse it in the locality where they can sell it to the 
best advantage. We don't think it ought to be rewa rehoused, at an 
enormous cost to the farmer, because that is just exactly what it will 
mean, and that is why we introduced this bill, to protect the farmer. 

Another thing, it might be regarded that this cotton-for instance, 
suppose Anderson, Clayton & Co. are the lowest bidders-I believe Mr. 
Clayton is now here working for the Government as a "dollar a year" 
man. Of course, he may not even know what is being done-I don't 
think he does-he might find himself-suppose they are the lowest 
bidders on this cotton-what does that mean in cotton parlance; what 
does it mean in the trade 1 It means that Anderson, Clayton & Co. 
will control the disposition of that cotton ; they cannot sell it abroad; 
they got to pay the freight on it and take the freight out of the farm
ers' cotton coming from the interior points to the coast points; and 
then they have to take the freight out of it, or pay the freight out of it 
going back to where it was manufactured into cloth, and so for that 
reason this bill has been introduced. 

You have more people to contend for it when you give the inland 
people who make the cotton, and who have heretofore stored the cotton, 
you have more people to bid on these things. If Anderson, Clayton & 
Co. want to bid on it, they ca.n bid on it just as before, but they have 
got to store it in the way that it is now stored, concentrated over the 
entire couLtry; it cannot be concentrated and controllei by monopoly, 
if this hill passes, and I am here to ask you to do it. 

I am not going to say anything more about it, because there are 
men here-well, I won't say they have not been in the cotton business 
as long as I have, because while I have not been in the cotton business 
for many, many years, I have done everything a cotton grower or 
anybody else has ever done, except to make money out of it; I have 
planted it; I have plowed out; I have hoed it; I have ginned it; I 
have hauled it; and I have sold it; and I know something about it. 
I have lived with it all my life, lived right in the midst of it all my 
life, and I feel like that it is a problem, and a problem that the people 
down our way, who are engaged in cotton above all other things, 
and our most important crop-I think we ought to have something to 
say about what shall be done. 

·Now, thev say we don't want-that the warehouse companies don't 
want-it may be said that the warehouse companies are not interested 
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in this bill, and I have no doubt they are-the inland warehouse com
panies, because I will tell you what it is going to do, and you cannot 
blame them. They are interested in the way that we are all interested 
in it, because if the Commodity Credit Corporation has its way, and 
they are very actively t.rying to have their way about it, if it has its 
way, it is going to remoYe all this inland cotton from where the cotton 
is raised, where it is planted, where it is ginned, where it is hauled, 
where it is warehoused, where it is compressed, and where it is sold, 
it is going to be taken away from them and turned over to a monopoly, 
that happens to have ut the present time a few-not a few but anum
ber-Qf unused warehouses, and incidentally, it is going to turn over 
to people who are planting cottDn in other countries~ planting cotton 
in South America~ in competition with our own cotton-to say thttt 
warehousemen are not interested in it-Qf course they are interested 
in it-everyone else that makes their living by cottDn is interested in 
the same w'ay, and it seems to me that the Commodity Credit Corpora
tion is going out of its way, and tremendously out of its way, to wtder
take to ieconcentrnte this cotton in the int~rest of one concern. 

And now, Mr. Chairman and gentlemen, I want to introduce Mr. 
Reed, of Texas, who is going to testify-he has made a study of this 
matter and is familiar with it-and I want him to testify concernin~ 
it, and I want to call his attention to a statement, and I hope he will 
stress it, the statement that was made yesterday by the Secretary of 
Agriculture to me, and by Mr. Robbins, the head of the Commodity 
Credit Corporation, that the Government would save $5,000 a day. I 
want to say, in my judgment, that that statement is wholly incorrect, 
and that the farmers and the Govermnent will come nearer to losing 
$5,000 a day if the Commodity Credit Corporation has its way about 
it. I want to introduce Mr. Reed. 

STATEMENT OF A. L. REED, DALLAS, TEX. 

Mr. REED. 1\Ir. Chairman, and gentlemen of the committee, my name 
is A. L. Reed, and I live in Dallas, Tex. I have been selected to 
present the faets with respect to the handling of cotton by the In
terior WarPhonse Industry, by a large number of representatins 
from all of the cotton-producing States. For the purpose of con
sen·ing the committee's time and eliminating duplication, I am going 
to present \rhat is in fact a composite view that these gentlemen 
prepared after consultation. It may or may not be my views, but 
they are the facts that these gentlemen have prepared, and they were 
gathered from 389 facilities, plants located in the cotton-producing 
Stntt>s. I hope you gentlemen will bear in mind that we are here 
talking ubout our biggest customer. The controversy deals with the 
question of the ad,'isibility of competitive bids versus a system where 
the Gorernnwnt h:ls heretofore itself fixed the rate for the industry. 
WI:' \Hnt to disagree with the Gowrnment, but we hope that we may 
ht• nhle to disagTl't' withont being disagreeable. 

The <Jtll'Stion of ('om pet itive bids~ if you were going to build a house 
tl~m· would not be ~ny C@tl'owrsy as to whether or not a competitiYe 
lHd was the best thmg for you. because after the house is constructed 
that ends the matter. Competitite bids on the storage of cotton, how
ever, are not the end of the mntter, because the Government is still 
intt'l'l.>::'!l'd in the producer's income, and the cotton is not disposed of 
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when it is stored, it continues to move in the channels of trade. There
fore, you cannot just have a competitiYe bid and end it with that. You 
have other factors to consider. 

Dealing with the representative market and the facilities for whom 
I am speaking here, in 1938--39 they handled 60 percent of the produc
tion of cotton. There were produced 11.623.000 bales, nnd these faeili-
ties handled 6,984,000 bales. · , 

Senator BANKHEAD. In what year? 
Mr. REED. One year, 1938-39. I would like the record to show that 

the '38-~39 corresponds to the production season, that is, from July 31, 
1938, to August 1, 1939. They handled and received from the pro
ducers 6.984,000 bales of cotton. They inducted into the Government 
loan of that cotton 2,583,000 bales and marketed or stored for the ac
count of the producer, independent of that loan, 4,400,000 bales. 

During the 1939-40 season these facilities handled 77 percent of the 
total production in the United States. The production was 11,451mo 
bales, and they handled 81887,000 bales. There wns inducted into the 
loan that year only 8,474 bales. The loan did not take the cotton 
during the 1939-40 season. There were only about 20,000 bales that 
went into the loan and remained in it at the present time. In other 
words, the market we stored during the 1939-40 season, 8,800,000 bales 
of the producer's cotton wholly mdependent of the loan. Now, I 
brought those figures out because they illustrate the representative 
character of the people that are before you, and they also illustrate the 
interest that the Government may have, and I know they do have, in the 
producer's income from cotton, 1wt only that which goes into the loan 
but that which is marketed and stored by the producer for his own 
account. . 

These facilities have an investment of over $60,000,000, and since 
1934, the beginning of the Government loan program, they have spent 
over $12,000~000 in improvements and bettBrments al}d some additions 
to accommodate the GoYernment loan cotton. That is not new con
struction, principally it was the construction of fire walls to meet 
insurance regulations that were required--{;ertain construction in order 
to brign down the insurance rates, which, by, the way, to those facilities 
average 3.57 cents per bale per month. 

Senator RussELL. Is that one organization or is it a name? 
Mr. REED. It is not an organization. We just simply meet-! gath

ered this from all these facilities. 
Senator BANKHEAD. What do you include in the expression 

"facilities." 
Mr. REED. Warehouse plants in the community. in the interior-
Senator RussElL. Do you have representatives from all of the cotton

producing States? 
Mr. REED. Yes, sir; we have a list of them here, from practically aU 

of them, I am sure it is all of them. 
Senator RussELL. That is all right; I don't want to delay you. 
Senator McKELLAR. Put them in the record1 that is all right. 
Mr. REED. I am going to put them in; I think they are representa

tin> of the facilities for whom I am speaking. They paid in taxes 
in 1939 $1,519.000 which equals 21 cents per bale for each bale of 
cotton recei-.ed, wi1ich is almost an increase of 100 percent in taxes 
paid in 5 years. 
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They employed 26,930 people in 1939-40, and paid them an aver

uge wal!e of $500, whieh would be-the~ work only about. 4: months 
out of the vear-it is a hiO'hly seasonalmdustry with a w1dely fluc
tuating ,·ofume of busine~~. 'In 193i -38 the p~·oduction was 18,oqo.
ooo; tlle next year it dropped to 11,000~000. "e hare got to provide 
facilities to take care of the peak, and then we hare them on o~r 
hands when we hare a minimum. We expect to show by these wit
nesses, and by the facts which we have gathered that competitive 
bids will increase the cost of marketing the producer's cotton; sec
ondly, that the call for competitire bids, by including the 1938-39 
and 193H-40 cotton, specifi('ally violated the terms and conditions 
of the B~mkhead Aet, article 1383-A of the Annotated Statutes; 
thirdly, we expect to show that the call for bids deprired the inte
rior of an opportunity to bid for reconcentrating cotton, and that 
the call was, therefore, to that extent not in fact a competitive bid. 

There are two types of cotton illYolved il1 this question. One of 
tlwm may be described as long-term dead storage, that is repre
H'nte<l by the Gowrnment-owned stock. That is the type of cotton 
that they staek it up in the warehouse, and just leaYe it there. That 
brings in reYenue without incurring the constant cost of handling 
nnd rehandling it~there has been some rehandling of the Govern
ment cotton, but not to the extent that the producers' cotton is 
l'<'handled. 

The other type of cotton is the moving stock that is given con
stant 1·ehandling by the warehou~>e. We store them today, and take a 
hale out tomorrow. · 

Dealing with the long-term dead storage stocks, and the Govern
ntellt-owned stocks, that is what we have in mind when we refer to 
that, there are 6,185,201 bales now owned by the Government, that 
Wl:'re taken from the producer out of the 19:3!-35 and 1937-38 loan 
years; 4,878,000 of those bales are located at interiot· warehouse 
points; U~Oi,199 bales are now at port location. 

Senator .:\IcKELLAR. Will you gi1e the amount at port locations 
again'? 

)h. REED. 1,307,199 bales are located in ports; 4,878.000 are located 
ut interior warehouse points. Of the 1,307,000 bales located at the 
ports, more than 1.000,000 are located at three ports, Houston, Gal
rt>~ton, and Xew Orleans. The majority of it is at Houston and 
Galreston, only ~;)4.286 bales being located at Xe-w Orleans. That is 
a natural thing, because Oklahonu and Texas cotton has lwretofore 
fvruwrly been your export cotton, and it mows normallv throuO'h 
your Houston and Galveston ports. Xow the Gowmnient-own~d 
:-toek, which is the long-term dead storao·e to which I refe-rred--

~enator ELLE.sm:n. At this point, hare you a break-down ns amon(l' 
tlw lartvt•r owners, as to where this 4.800,000 hales are? to:> 

~Ir. l\u:o. I can gire it to vou. I will sav that it is in communi
tit'S that lum.' an an~rnge population of less than 1:2.000. 

Of this (iowrnment-ownt.>d stock. this lontY-term storaO'(' it con
stitutt>s the majority stock, the hr(}'e })tll't ~of the intef.i~r wart>-
) v . . I -.. ~ 
ltiH~s. r or mstanee, m t 1e ~tate of Alabama the total stQ(·k.s ue 

l.tlt'O.OOO. Of that peak. 90i,(K)0 is Gowrnment-owned stork. Some 
wan•lwust'S lmw practically nothing else on hand. 

2\<4:!1:!-H-:! 
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Senator BANKHEAD. If the GoYernment cotton then were removed 
from the interior warehouses they would all be left practically 
empty~ 

Senator AIKEN. You mean by Government-owned, the Government 
has a greater or less equity in this stock~ · 

Mr. REED. Yes, sir. 
Senator AmEN. The Government has taken it oved 
Mr. REED. Yes, sir. There is a picture for you, 4,807,000 bales 

of what we call dead long-term stora~e in stock. Now, I am going 
to analyze for you the handling of the 1933-39 producers' cotton, 
showing how it is in constant process of moving in and out of these 
facilities for whom I speak, and there are only 314 involved in this 
statement, because all of them didn't handle 3S-:39 cotton, or didn't 
have any Government loan cotton. · 

Senator WILLIS. How many did you say? . 
Mr. REED. 341; from August 1938 to July 31, 1939, they inducted 

into the loan for the account of producers 2,583,419 bales. Now, 
there were produced that year only 12,000,000 bales of cotton. 

Senator McKELLAR. Give me those again. 
Mr. REED. 2,5S3,419 bales. Now, that represented 347,110 separate 

transactions, because the average number of bales per note was 7.4 
In other words, in taking in that 2,583,000 bales the producer came 
up with his wagon or his truck and we handled an average of 7.4 
bales per note. We took them off his truck; we weighed them; we 
sampled them; we issued a negotiable warehouse receipt; we took 
the sample and forwarded it to the Government classing agent, and 
then when that came back we filled in the note w1th the grade and 
staple and weighed and certified to it, and assumed some very serious 
responsibilities with respect to the matter. We had 347,000 of those 
transactions in order to accumulate 2,583,000 bales of loan cotton. 
Then immediately it starts moving out of the loan. The producer 
takes his note, and our negotiable insured warehouse receipt to get 
his money from the loan agency. The market goes up and there 
is a profit in his equity. The first year of the loan, that is July 
31, 1939, the producer had repossessed 303,301 bales of the cotton 
that we had inducted into the loan leaving on hand 2,280,118 bales. 

Senator ELLENnFR. That means that the cotton was sold by the 
producer at a profit~ 

.Mr. REED. Yes, sir. 
Senator ELLENDER. What were you paid tor the sampling and han

dling of that cotton that you have just referred to? 
l\fr. REED. 15 cents per bale per month, including insurance. 
Senator ELLENDER. That is storage? 

. 1\fr. RI?ID· That is receiving, Senator, receiving, sampling, weigh
mg. and msurance. 

Senator ELLENDER. Now, in addition to that 15 cents. the cotton 
owner had to pay the usual charge per month per bale for stora(l'e? 

Mr. REED. No, sir; he paid 15 cents per bale per month, including 
reepiving, handling, sampling, weighing, insurance, and storaO'e, 

Senator ELLEKDER. Now, suppose a purchaser desired to exa~ine a 
c·ertain lot of cotton, would you or the warehouse mnn bring- that cotton 
out on the platform and parade it around nnd let the prosi)ective pur
cha.,er get n look at it. and it finally turned out that he didn't. buv it. 

Mr. REED. Senator, I don't know that it is hHndled that way. It may 
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be but mv thouoht about the matter is this, that the samplers won't 
sa~ple a bale of cotton unless a negotiable warehouse receipt is pro
duced for the taking of the bale out of the loan. 

Senator ELLENDER. The point I desire to make is that in addition to 
the regular charge fixed per bale per month cost, there is an additional 
cost tliat is charged for sampling, weighing, and everything else by 
the warehouseman that takes over the cotton. 

Mr. REED. No, sir; you are wrong about that. The Government puts 
that in its waiver, and they have been very efficient--

Senator ELLENDER. I am trying to get the facts. 
Mr. REED. Well, the facts are that they will not let us-they make 

ns certify that in the statement that we make or waiver, that we have 
not made any other charge. Now, there are some of them that did do 
it., and the Department got after them about it and made them cut 
it out. Now, there are some of them that charge some small receiv
ing charge, and I think the result of that was that the Government 
issued an edict about that telling them that this 15 cents covers 
everything. even to the making out of the loan papers. 

Senator ELLENDER. Now, are we to understand then that if the Gov
ernment asks for bids, as it has done in the past, and the warehouseman 
\TRR to bid say 15 cents per bale per month to handle the ootton

Mr. REEO.'Yes. sir. 
Senator ELLENDER. That that 15-cent charge includes the entire cost 

of handling, sampling, weighing, and everything else, and that there 
is no other charge made for that cotton. . 

Mr. REED. No, sir; now I see what you ha1e in mind. When were
concentrated. when we inducted into the loan for the producer, the 
15 cents covers sampling, weighing, and everything--

Senator ELUNDER. And that does not include storage¥ 
Mr. Rno. It does include the storage. If the producer sells it that 

is all we ever getout of it; if the Government reconcentrates or moves 
it to another warehouse and we resample the bale, there is a charge 
made to the Government. 

S<'nntor ELLENDER. Is that always done~ 
Mr. REED. That is always done when they reconcentrate. 
S<'nator ELLENDER. Isn't it done only on request f 
Mr. REED. It has to be done, when there is reconcentrati~ done, be

cause there is a question of establishing responsibility for damage to 
the receiving of it by another warehouse. 

Senator ELLENDER. Well, would you say that applies both to the 
Government-owned cotton and that which is owned by the farmer, or 
that in which he has an interest~ . 

Mr. REED. Yes, sir; that process applies to any cotton that is r&
conr:et~trated, because if they have taken it out of my warehouse and 
put It m yours they have got to know where responsibility lies for any 
damage. 

&nator ELLENDER. Whether the Government asks for that service 
or not, it is done t 

Mr. REm. Oh. no; we don't do that. unless askoo for it. 
St'nator EllENDER. That is what I wanted to know; it is not usually 

dont> unless tiH• Gowrnment demands it~ 
Mr. R~:w. That is the idea: they could hardly reeoncentrate the 

cotton, Senator, unless they did do that. 
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Senator mENDER. It is not a question of what could be done. I 
mean that the servic~. is done and the charge to the owner of the cottDn 
only if request. for that service is received f 

Mr. REED. Yes, sir. 
Senator B.DIKHEAD. Mr. Reed, while we are on the subject of retail 

cost, you have const_a.ntly referred to a charge of 15 cents- . 
Mr. REED. Yes, sir. 
SenatDr BANKHEAD. Now, isn\ that only 12 cents¥ . 
:Mr. REED. That is the second year. I am going tD coYer that later. 
Senator McliEr.LAR. That is the present price~ 
l\Ir. REED. The 121j2 cents per bale per month, including insurance, 

is the second year. The first year it is 15 cents, including insurance; 
in the secDnd year we get 12¥!!. Now these bids are a flat 12%-cent 
rate and no 15-cent rate. 

Senator ELLENDER. Then are we to understand that the 21;2-cent 
difference would covl.'r the cost of weighing and resampling, the 121/2 
cents-in other words, you said the first year it is 15 cents, and the 
second year it is 12% cents, and the 2% cents would cover the additional 
cost imposed on the warehouse the first year in weighing it and sam
pling iH 

Mr. REED. I assume they recognize that we have the same service to 
perform. 

Senator ELLENDER. ~ow, under the contract is there any specific 
time that this cDtton has to remain in your warehouse? 
.l\Ir. REED. No, sir. 
Senator ELLENDER. It can be taken out at any time 1 
Mr. REED. Yes, sir. I pointed ont, I believe, that durin~ the f1rst. 

year that this 2,58:3,000 bales were produced the producer sold 3ml.OOO; 
during the secDnd year they repossesood or sold 1,106,780 bales. · 

Senator McKELI..AR. The second year 1,106,780 bales? 
Mr. REED. ~ar in mind, that is not the total193S-39 rotton in the 

loan, that is only the cotton we could analyze that·was in these 341 
facilities. From these facilities the producers drew the second year, 
or repossessed, 1.106,780 bales, leaving on hand 1,173,000 bales of the 
2,583,000 bales. For the 4-month period in the third year-that is, 
from Au~ust 1,1940, to Xovember 30, 1940-the producers repossessed 
91.429 bales, leaving on hand Xovember 30, out of the original2,583,000 
bales, 1.081,000 bales. In other words, for 3 years this loan stock was 
constantly moving, or the producer would sell his equity, or the pro
ducer would bring in negotiable warehouse receipts, and we would go 
into the stocks~ rehandle, and pick out a bale of cotton during the entire 
period. 

Senator RussELL. ~-\.nd you got no extra compensation whaterer 
for that¥ 

~Ir. REED. Xo, sir. 
Senator ELLE~"DIR. '\\hen yon say that the cotton was repossessed, 

it means that the equities were purchased, and that yon, as the ware
house man. retained the stornge until this party who repossessed it 
sold it. is that true l 

Mr. 'REID. The Gonrnment has undertaken to require the pur
chaser of the equity to haul it within a certain period of ti~ne, and 
I think, Senator. probably some of them have taken the eqmty, and 
then they would haul it. 
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~Pnator ELLENDER. Well, that means at any rate, that it was moved 
from the warehouse to the market centers¥ 

.Mr. REF..D. Yes, sir; that is all we have analyzed. We have only 
undertaken here to find out how much of the cotton the producers 
reposse~sed and sold in trade channels out of the original warehouse. 

Senator ELLENDER. But that does not cover any Government-owned 
cotton? 

~ir. REED. That does not cover any Governnwnt-owned cotton
just the 1938-39 loan. 

Senator ELLENDER. I understand. 
Senator AIKEN. In the meantime, had some of the producers stored 

adclitional cotton~ 
Mr. RJi~Eo. Well, they had stored during that same_year with these 

facilities-during the market they had stored-durmg the 1938--39 
markt~t with these facili6<>s, 4,400,000 bales of cotton in addition to 
the loan cotton. 

Senator ELLENDER. That was privately owned cotton on which 
thr Government did not loan. This bill does not cover that. 

Mr. REED. No, sir. 
~enator ELLENDER. So that the owners of that cotton can proceed 

and handle the cotton to the best advantage~ 
~Ir. REED. That is cotTect. 
:-;enatDr ELLENDER. It is not covered by this bill . 
.Mr. REED. This bill does not cover that cotton, Senator, but it has 

a very important bearing upon the cost to the producer of market
itlg' it. I am going to show you that fact in JUst a minute. 

Senator BANKHEAD. W'"hat part of that cotton has been sold by 
the farmer when it is put in the warehouse, to cotton buyers or 
factors~ 

.Mr. REED. I cannot answer the question, how much was sold and 
how much remained in storage. My impression is practically all 
of it has been sold in trade channels. 

Se1mtor BANKHEAD. Or disposed of or put in there by pro
durt'rs-

:Mr. REED. Yes, sir. The important fact in connection with that 
·tOOO.OOO bales of cotton is that these facilities were an important 
fa(·tor to the producer in getting his cotton in the trade channels. 

St>nator BANKHEAD. Very few farmers are able to hold the cotton 
unlt>~s they get a loan 9 

:!\Ir. REED. That is correct, for example, the Govemment loan has 
made it easier for them to hold it. 

Senator BANKHEAD. They are obliged to get the money otherwise 
thev could not hold it on their own¥ 

l'Ir. REED. Correct, the Government loan has made it much easier 
for the producer to hold his cotton and to obtain that loan. 

~enator ELLENDER. And then it has stabilized his price to a certain 
extent~ 

)lr. REED. Yes, sir. 
~nator ELLE~1>ER. So that they could tell at once whether or 

not it would pay to hold the cotton or put it in the Government 
loan l 
~nator BANKHEA.D. And anotht>r feature, th~ tmde channels would 

know that the price was stabilized, and thev stood no chance of losinu 
hy huying it at that price. . e 
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Mr. REED. I think the Government loan has now gotten to the point 
that it is one of the most important factors in the producer's marketing 
of his cotton, so that he can use it-the point I was making of these 
figures is to show you that these fac.ilities were an essential factor in 
getting the producers' cotton into trade channels, because they did 
use them. In 1939-40, 77 percent of the production was handled 
through these facilities into the Government loans marketed by the 
producer or stored by him, and while he did not put it in the loan, 
the Government loan was a factor in helping him out, because it stood 
there as a bottom for him. 

Senator ELLENDER. The most of the cotton that is stored in these 
interior warehouses is sold to the local mills and little of it is exported 
as a result~ 

Mr. REED. Now the condition, Senator is that very little is exported. 
I am going to give you the figures on that. 

Senator ELLENDER. Well, what I mean is, there is very little cotton 
that was stored in the interior warehouses actually exported~ 

Mr. REED. 39 percent of our production in 1939-40 was exported. 
Senator McKELLAR. How long was that in storage! 
Mr. REED. Well, I cannot answer that question. I don't know how 

long it was in storage, but it was 39 percent of the cotton shipped in 
1939-40. 

Senator ELLENDER. That included Government-owned~ 
Mr. REED. Everything. 
Senator AIKEN. What percent of the crop is that; do you know~ 
Mr. REED. No, sir; I don't, bec.ause the shipments--! could not give 

you the relationship without checking it. It was a substantial amount 
of cotton, however. 

Now, here is the picture I want to present to you, so that you can 
see just what the effect and purpose of this bill is. I want you to know 
that we have this 4,8i8,000 bales of Government stock in our ware
houses. On the other hand, we have this cotton of the type of the 1938 
loan coming in and going out and moving all the time. There are two 
types of cotton. One of them is the long-term storage and the other 
is the moving stock. Heretofore, the Government has called the ware
house in and averaged those conditions for us and fixed rates that they 
thought were reasonable. It had been a constantly downward trend 
in the rate, because as our stocks went up, they reduced the rate. 

Senator ELLENDER. At that point, Mr. Reed, has the Government 
ever advertised for bids other than on this occasion? 

:Mr. REED. I don't believe they ever advertised for bids, including 
this occasion. It is not an advertised bid, Senator. They simply send 
a call out, an invitation to bid, as I understand. 

Senator ELrn.-nER. Anyhow, the method that was in vogue prior to 
this period was not by bidding, competitive bidding~ 

Mr. REED. I think the port warehouses have recently made competi
tive bids on reconcentrated cotton, but this is the first time there has 
been a so-called competitive bid called on all of the cotton. 

Senator ELLE~"DER. Well, would you now say this, that they called 
for competitive bids for port-warehoused cotton, including interior 
warehouses! 

Mr. REED. Well, I think I can answer that question. The Govern
ment's effort was to maintain warehouses at origin, so that the 
producers would have facilities to use. In other words, that they 
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tried to maintain facilities there that would be open to them at 
all hours, day and night, as they came in with th.e~r. cotto?-, and at 
the same tim~ leave enough on hand to keep the fac1hties gomg. 

Senator ELLJ:NDt'R. Was that a condition of bidding~ 
Mr. REED. There was not any bid at all on that, they just simply 

fixed the rate-
Senator ELLENDER. No, I am talking about the port warehouses. 
Mr. REED. I am coming to that now; the cotton they had moved 

out of the interior to the ports in order to make room for the incom
ing crop, I believe they called for competitive bids, that is, in 1939, 
they may have called for that in '38-l am not certain about 
that. The result of that is they have reconcentration rates at the 
ports as low as 8 cents per bale per month, including insurance, 
because the owners have large blocks of this dead stock which is not 
moving; they get it, compress it, and store it that way, and it is 
cheaper to do it. The point I am making with respect to this 
entire matter is that when you discard the system of averaging 
these conditions and substitute competitive bids for it, it is just as 
obvious to me as day and night that the two types of cotton will 
seek their economic level. In other words, this dead stock that is 
cheap to handle is going to get the cheapest rate; this moving stock 
of the producer is going to go up correspondingly. I just cannot 
see how there can be any argument about it. I will stake my future 
011 this fact, and when they tabulate these bids that are receiv(>,d, 
they are goin~ to find the interior bidding their rates down for 
the purpose of holding that de.ad stock here. Why are they doing 
it~ They are going to bid down their No. 1 cost, which is the dead 
stock that doe~ not require costly handling, and they know when 
they do it that they are going to have to raise their rates -on 
this moving stuff, the producers stock that goes into the .market, 
that is going up, not only what the Government sets in the differ
ence on the storage rate, but they are going to pay in addition to 
that, the additional cost of movmg this moving stock. They are 
going to pay other factors in addition. I am going to show you 
what they are-- · 

Senator ELLENDF..R, It is my recollection-Senator 1\IcKellar, you 
can correct me if I am wrong-that I think the Secretary of Agri· 
culture took the position when we had the conference with him 
l~st. .month, that t.he law pro,;ded that it must be by competitive 
btddm~, an~ that 1s why he was attempting to comply with the law. 
Am I rtght m that~ 

Senator :McKELLAR. I don't recall him saying that. I don't think 
the Secretary said that; I am not sure, but not while I was there 
at any rate. 

~enator ~ANKHE.m. ""e never have had. competitive bidding. 
&nator ELLExmn. I must have gotten It from some other souroo, 

b{',.(·ause I un~erstood the Th>partment took the position that they 
were at.temptmg to comply with the law as they saw it, and of 
cour~4:' m so domg decr{'ased the rates. That would inure to the 
benefit of the farmers and the Govemment 

St>n1~tor Rr~sw.. They .didn't make any 'contention that they were 
followmg the law at the tune I was down there. 
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Senator BANKHEAD. I am quite sure Senator Ellender is mh,taken. 
Senator ELLENDER. I must have gained the impression-
Senator BANKHEAD. I have never heard before any suggestion 

from any source that the law required competitive bidding. 
Senator Mc:K:EJ:un. My recollection is that it was argued at the 

time, Senator Ellender, that they had never before asked for com. 
petitive bids, but that the Secretary said that they had a right 
to ask for them, and I think that is agreed to by everybody. 

Senator ELLENDER. In that connection, I got the impression that 
he was called upon to follow the law in order to avoid criticism. 

Senator Mc~R. No. 
Senator EI..I.J1.~DER. That is the impression I got. 
SPnator BANKHEAD. Go ahead, Mr. Reed: 
Mr. REED. I think, in connection with Government-owned stock, 

the. <;tover!lment has the right under existing law to call for com
petitive bids, but ns to the producer's stock~ you have an act of 
Congress that specifically covers that., and competitive bidding would 
be an open violation of it. 

Senator ELLENDER. I an1 aware of the differem.t laws, and I may 
have mixed in Government-owned and the other, but I remember 
very distinctly that there was some mention made of the cotton. I 
think now that you mention it, it was the Government-owned cotton, 
with re~pect to loans the thircl year, that they must call for com-
petitive bidding. ' 

Mr .. REED. I don't think they must do it. I say they have a right 
to do 1t. 

Senator BANKHEAD. In other words, there is no limitation put 
there. .·. 

Mr. REED. No, sir. This system of the Government calling the 
warehouses in and fixing the average rate to reflect these various 
conditions tha.t deal with our cost and handling cotton has produced 
substantial results both to the Government and the producer. I 
want briefly to give you a history of some of the rates. I cannot 
go into them all over the territory. I don't want to convey the 
impression that these rat{lS are identical all over the territory, because 
they are not. This is a history of the rate covering this territory 
as we could gather them together, for the 1934-35, when the Gov· 
ernment loan program really started the charge for a bale of cotton 
was 40 cents per bale including the first month's storage; the next 
month was 25 cents per bale-neither rate covered insurance. Now 
the ave.rage holding time has been determined to be about 90 days. 
That would mean that the average holding time cost the producer 
90 cPnts per bale in 1934 to market his cotton. Now the Government 
has by reason of its stock of cotton and by reason of its control of 
the industry lowered the rates until today that rate is 15 cents per 
bale instead of 40; the second month is 15 cents instead of 25, and 
that rate includes insurance that we pay the insurance companie.~. 
That means today on a 90-day holding time that the producer can 
market his bale for 45 cents instead of 90 cents. 

Smuttor ELLENDER. How could the Government prevail upon the 
wart'honsemen to make such a big reduction~ 
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Mr. REm. Senator, if Y?U had a c11c;;tomer that had 5!000,000, ?r 

6,000,000 bales of cotton m your warehouse and he called you m 
and said. "Now, gentlemen, we can store cotton elsewhere for 12% 
c.ents, do, you want it for 12% cents~" It is that kind of regulation. 

Senator ELLENDER. Are you warehousemen able to maintain your. 
~]yes with a decrease from 40 cents to 15 cents~ 

Mr. REED. Yes, sir; because we have increased volume. 
Senator ELLENDER. You must have made a pile of money before 

then. -
Mr. REED. No; we did not have the volwne. Now we have the 

volume as a result of the Government loan stock. That is what I 
am talking- about. If you take it away :from us we are not going 
to havf' the Yolume and then the rates are going back to where they 
Wl:"re. 

Senator ELLENDER. You attribute this to the fact that they have 
an enonnous surplus of cotton on hand, and if and when we can get 
rid of this enormous surplus then you cannot survive on the pregent 
rates~ 

l\1r. REED. No, sir; if you reconcentrate this Government loan stock 
out of the, interior we could not survive. 

Senator McluLLAR. After these rates of 15 cents for the first year 
and 12% cents for the second year were put into effect, did Mr. 
Robbins, the head of the Commodity Credit Corporation, express 
himself with regard to the reasonableness or umeasonableness of 
those rates~ 

Mr. REED. After this contract of 121;2 cents was made Mr. Robbins 
came to a meeting of the industry in New Orleans, and he reviewed the 
conditions leading up to it, and he made the statement to us on that day 
that no one can say the warehouse industry is now enjoying entirely 
unreasonable and excessive profits. Now we can show that .Mr. Rob
bins was absolutely correct with respect to that. 

Senator RussELL. Mr. Reed, before you leave that, right there, you 
have described to the committee how the effect of this charge narrowed 
the oYerhang of cotton and brought the rates to the producer from 40 
ct>nts for 1 month to 15 and 15 for ea.ch succeeding month from 25; and, 
of com'l'e, if it stays over a year il brought it down from 15 to 12%. 

Mr. REED. Yes, sir. · 
Senator RvssELL That reduced the expense to the owner of the cot

ton, whether it was the Govermnent or the producer. I don't think that 
you followed that ont, that that didn't represent even then the addi· 
10nal expense to which the warehouseman was put. You did mPntion 
insurance. 

Mr. lhrn. Yes, sit·. 
Senator Rt::ssELL. You didn't mention the cost of mailing in these 

samples from the small town to the sampling points. That is, 10 or 12 
('('llts' p<k'ta~e per halt>, and the fact that the warehousemen in the 
smaller towns have all had to employ additional people or personnel 
l'ath('r to fill out these loan blanks, which are very long and voluminous 
lt'p-al papers. 

Mr. Rr.rn. That is correct. During the loan season we have stayed 
opt>n ~ea~·ly all :night, S~nator, to ~coommodate these producers that 
are brmgmg their cotton m, and filling out their papers. 
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Senator RussELL. And wait around your place, and these warehouse· 
men have had to increase the compensation to the laborers who are 
doing the handling of this cotton~ 

1\fr. REED. That is right. 
Senator BANKHEAD. Mr. Reed. at times isn't it due to the fact that 

there is a rush during the harvest'season to get the cotton into the ware
house and to get it gathered in, the farmers take it to the gin and stay 
there all night-the gin just runs all night; and then, when the farmer 
gets his cotton from the gin, he carries it to the warehouse before he 
goes back home~ 

Mr. REED. Well, that is frequently true. The gin will work all night. 
If the farmer wants to get his money early the next morning. We have 
some compression superintendents here to explain how they handle 
that. They have to have somebody down there when the farmer comes 
in who can take the bales in for him. If we cannot complete the papers 
for him that night, he will sleep in his wagon downtown and come up 
the next morning to finish it. 

Senator BANKHEAD. You have competition against that, don't you 1 
Mr. REED. Yes, sir; plenty of it. 
Senator ELLENDER. Mr. Reed, with respect to the point I attempted 

to develop a few minutes ago, prior to the time that the Govem
ment had this enormous surplus of cotton to handle, usually the 
warehousemen kept the cotton on hand from 2 to 3 months? 

Mr. REED. The average was 3 months; that was found to be the 
&d . 

Senator ELLENDER. Far that service he received 40 cents one 
month~ · 

Mr. REED. And 25 cents the next month. 
· Senator ELLENDER. And 25 cents the next month, and the average 
cost to him per bale was-

Mr. REED. About 90 cents, not including insurance. 
· Senator CARAWAY. Not including insurance. 
Senator ELLENDER. Because of this enormous amount of cotton 

that forms this enormous surplus that we have on hand, it is be
cause of that that the warehousemen were able to leave that as low, 
the rate as low as 15 cents~ 

Mr. REED. Yes, sir. 
Senat()r ELLENDER. Would you say that was the only reason 1 
Mr. REED. That is the only i·eason, Senator. We have got 4,878,000 

bales of that Government property in our warehouse and it is the 
backlog upon which that rate is based. 

Senator ELLENDER. I do not care to suggest to you how you shall 
present your case, but it strikes me that it would be very beneficial 
to the committee if you could take, let's say, a few years of opera
tion before the surplus began to accumulate, and just show some facts 
and fi!Zures, if you have them and put them in the record, just to 
show the cost to the farmer then as compared to now. 1 think it 
might be very interesting. 

~Ir. REED. I have here a compilation, starting with 1931-32 of the 
charges, showing the history of them. I have simply given you 
just a slight resume, because I didn't want to take the time of the 
committee. I would like to make that a part of the record, because 
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it shows the volume of business, and it shows as our volume has gone 
up, and our volume has gone up, our charges have gone down. I 
want to say-1 want to give the Department credit for a lot of that, 
because they have been responsible for calling the industry together 
and fixing these rates. 

Senator ELLENDER. Kind of equalizing them~ 
Mr. REED. Yes, sir. Mr. Randell has got on awfully sharp pencil 

when he Rtarts to figure he gets us down. He has gotten them 
down to where they have said "themselves they are reasOnable. We 
think they ~re reason~ble. In any event, they are below what our 
costs are gomg to be m the next year or so if the defense program 
and other things inerease our costs as we think they will. 

~enator ELLENDER. You said you desired to make this part of the 
l'ecord ~ 

Mr. REED. Yes, sir. 
Senator BANKHEAD. Give it to the reporter. 
(The compilation referred to was as follows:) 



Commodity Credit Corporation storage rates 01'1 loan cutton and regular tariff rates at most compress companies located in the 1tlississippi Valley ~ 
frorn 193$ to 1940, inclusive 

Stocks In public 
•tom~o In United Commodity Cr<>dit Corporation rate pro· 
lltatos vldecl for In warehouse oortitlcato and 

Commodity Credit Corpora- Regular tariff storage rates at most 
tion contract rate on loan cot· compress cornpa.niP .. -t in Mis~issii>pi 

---~-- waiver ton carriod over from July 31 Valley 
July :11 tlel\l!Un 

•• f>24. 4117 

~. 7;l6, 3118 1933-34 

5, 52n.ooo 

5, 708,81111 1113~·36 

"!"-Jo loan No loan ............. __ ........ First month 50 cents, next 3 months at 
25 cents, thereafter 15 cents. 

.. do. _ ....................... do ........................ Flrst3monthsat;25oont.•,thereafter 
15 cents. 

Efl.r.h month 25 cents or warehousetnanfs 
l!U'iff lf lower. 

No loan cotton carried over ........ do ................................ . 

Eaeh month 25 cents or wan•hmt....,man's Each month 2.'\ cents or ware-
tariff if low or insurance includod. houseman's tariff if lower in-

surance included. · 
.... do ..................................... Each day 5 mills (15 cents 

each month}. 

First month 40 cents, nnxt 2 months 
at 25 cents, thereafter 15 cents. 

First 3 months at 25 cents, thereafter 
16 cents. 

a, II07,ooo 19~6-37 ..... do .................................. . Each month 15 cents ............... do.-- ............................ . 

2, 700,171 1937-38 

II, 645,007 1938-39 

11,620,408 19:!9-10 

.... do ..................................... Each day 6 mills (18 cents First month 40 cent.~, next 2 months 

Each month 25 cents or warehousman's 
tariff if lower insurance and loading into 
cars ·or trucks included. 

Each month 15 cents or warehousman's 
taritf if lower im~uranco and loSiling into 
cars or trucks includerl. 

each monthl at 25 cents, thereafter 20 cents, 
changed Jan. 15, 11138, first 3 months 
25 cents, thereafter 20 cents. 

...•. do.------------------·---- First month 25 cents, thereafter 20 
cents. 

First 3 months 15 cents, there
after 12~2 cents. 

Each month including insurance 15 
cents.• 

CornJll'll!>Sion rates 

Standard density, 18 ~oents per hundred· 
weight; high dcuslty, 18 cents P•~r 
huudt·edwoight. 

Standard dun•ltv, 12 cent~ per hun
dredweight; h!gh density, 75 cents 
per hale compressed. 

Standard d~nsity, 12 ~oents per hun
dredweight; high den•ity, 76 cents 
per bale compressed. 

Standard d~nsity, 12 cm1ts per hun· 
dredweight; high density, 75 cents 
per bale compressed. 

Standard densitr, 12 cent.< per hun· 
dredweight; htgh density, 76 cents 
per bale compressed. 

Standard density, 60 cents per bale 
compressed; high density, 75 centa 
per bale compressed • 

Do. 

Do . 

Do. 

l!Ho-41 Ea<'h month 15 rents unt(l July 31, 11141, 
1~~~ cents tht,reafter or warehouseman•s 
tariff if lower insurance and loading into 
(_~ars or trucks included, comprPssion or 
flat deli very at w>ll'ehouseman ·s tariff, 
July 1, 11140. 

Each month l2J.;\ e"nts ________ ..... do ........................ _....... Standard dPnsily, 12 cents per hundred 

' Compress com1Janies' tariffs Included insurance seasons 11139-40 and 194Cf-41. 

w<~ight; hil!h d"nsity, 71> e<·nts per 
hale comprcssHti. 
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Mr. REED. Now the Government program has brought thes_e. ra~ 
down to the producer on the cotton he is marketing. In add1t10n It 
has brought the rate down to the Government. Originally in 1934-35 
the rate was 25 cents per bale. It has gone down from 25 ce~ts to l27l. 
Now that is solely because we have as a part of our stock, th~s Gove!n~ 
ment-owned stock. We could not handle this cotton that IS movmg 
in there anJ out all the time on this rate if we didn't have the Gov~ 
ernment-owned stock. Now these stocks-

Senator McKELLAR . .Mr. Reed, may I ask there-if you didn't have 
the Government-owned stock it would unqu&;tionably cost the pro
dueir or farmer, the producer of tJ1e cotton, more than it now does~ 

Mr. REED. I am going to give you the figures. I am going to g1v~ 
to vou just exactly what we think will happen. I have here a copy 
of t.he contract we entered into in October 1939, that may not be the 
nact date, I think it was extended maybe into November before it 
was made effective on cotton that came in that yeitr under this con~ 
tract which contains this condition: 

After July 31, 1940, this contract may be tPI'tuinat~d upon 30 days' written 
notice to the Corporation by the Warehouse Co., otherwise to remain in full 
force and effect. 

Now we have here a solemn obligation from our Government in Octo~ 
her 1939, that is still in effect, which has been disrupted by this call 
for bids. I think we ought to be permitted to relp upon this contract 
and in the adjustment of our affairs and our revenues. I want to 
introduce that into the record. 

Senator ElLENDER. And yet they reserre the right to terminate it 
upon 30 days' notice. 

Mr. REED. No, sir; it says the warehou5€'man may give 30 days' 
not.ice. 

Senator BAXKHEAD. The reporter will put that in the record. 
( Th!' contract r!'ferred to is as follows:) 

CorroN STORAGE Co~TR.urr 

This agreement made and entered into by and between Commodity Credit 
Corporation, Washington, D. C., organized and existing as an agency of the 
United States, het·einafter referred to as the "Corporation," and ~~----------
hereinafter rl'f('rred to as the "Warehouse Company," witnesseth: 

WhPrPas the Warehouse Company controls by ownership and oper'ates a cer
tain eompress warehouse plant located at -------------------- and commonly 
known as ---------------------- ; and 

Whereas the Warehouse Company has in storage, at said warehouse plant 
rertain cotton owned by the Corporation or pledged to secure loans on 1938-39 
C. C. C. Cotton Form A; 

Now, ther!'fore. in consideration of the benPfits accruing from the operation 
of this ('(lntract, irrPspective of and without referPnce to any previous contracts 
or agreements covering storage charges entered into between the Corporation 
11nd the Warehouse Company, the parties hereto agree each with the other as 
follows: 

1. :ror the period the cotton is in storage after Augm:t 1, 1939, the charge for 
stora~:~ and msuranoo on all cotton owned by the Corporation or pledged as 
s..~urity for louns on 193S-39 C. C. C. Cotton Form A shall be 12lh cents per 
bale pwr month or fraction therPOf. Charges for resampling and reweighing shall 
hP at t~e l'f'gular tariff ratPs, but in no event more than 10 cents per bale for 
r.-s:unplmg and 10 ('('nts per bale for rE'wPighing. No charge shall bP made 
ftlr st11r:age or baudli~g of samples, ra~giug cotton or picking out by tag numbPr, 
tlat dd1wry, or londmg on trucks or mto cars for shipm~>ut. . 

2. Tht' prori,:iouE~ of thli contract shall accrue to the I.JE'nE"fit of the holders 
flf tlw wnr,•hun~ rN'E'ipts l'I'Jirt'S(>ntin~ ('otton rPlea):flll from the loan or sold 
lily tbl' C•ll'll'•ration for a period extl"ndin" frmn th ... efft"ttir€' dnre hereof to 15 
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days from the date of release of sn<'h warehouse receipts by the Corporation, 
provided the Corporation marks such warehouse receipts to show the date of 
such release. 

3. The \Varehouse Company agrees that if the cotton is ordered shipped by 
the Corporation, shipments will be made 'promptly and stornge charges will 
stop on receipt of shipping instructions and sun~ender of thO warehouse re
ceipts unless the cotton is shipped within a reasonable time as determined by 
the Corporation. Whenever any of sneh eotton is shipped upon its orders, the 
Corporation will pay the acerued storage eharges to that date, and all ·other 
charges in connection therewith on receipt of the invoice fot• same. Storage 
charges determined in accordance with this agt·ee-ment, acerued through July 
31 of any year in which it is in effect shall be paid by the 1COL·poration 
promptly thereafter on sueh of the cotton as is representell by warehouse re
ceipts held by the Corporation at the time of payment. 

4. The Warehouse Company agrees to notify the Corporation of any -cotton 
that may be damaged nfter being t•eceivell and stot•ed in the warehouse and to
recondition all sueh cotton. free of all charges, and to 11ay the Corporation for 
all losses sustained, by reason of such damage. 

5. The Warehouse Company agrePs to insure and ke<'p insured against loss 
Ol' damage by fire for its full market ralue, so long as its receipts for same are 
outstanding, all cotton subject to this agreement. 

6. It is further agreed that any of the cotton corered by this agreement 
damagM by water from the Warehouse Company's sprinkler system vrill be 
under the Warehouse Company's insurance coverage, when sueh damage results 
from fire originating in the same warehouse in which the Corporation's cotton 
is stored on rates named herein. 

After July 31, 1940, this contract may be terminated upon 30 days' written 
notice to the Corporation by the Warehouse Company, otherwise to remain in 
full force and effect. 

In witness whereof the parties hereto ha;e caused these presents to be 
executed in duplicate form, thPir names on behalf and under their respective
seal by the proper corporate officers hereunto duly authorized as of Octobet• 
10, 1939. 

CoMMODITY CREDIT CoRPORATION, 

By --------------------
Assi.9tant Treasnrer. 

Witnesseth: 

Assistant Secretary. 
Witnesseth: 

By --------------------

Mr. REED. They had the right, Senator, to move the cotton, which 
is not the right which they are exercising, which is a call for bids 
before the contract has beei1 terminated. . 

Senator ELLF.NDER. You interpret it to move the cotton just for 
sale and consumption~ 

Mr. REED. Reconcentrate it :for any reafiOn. 
Senator E:LLE.c'liDER. You don't interpret it to mean that, do you~ 
Mr. REED. Any reason. · 
Senator RussElL. At the outset you mentioned-you said the. ware-

house in handling this cotton had incurred considerable expenses in 
the building o:f fire walls, extensions, and things of that kind. Were 
manv of those expenditures made in :faith of that contract-on the 
strength of it, rather-that they would have the cotton to keep 1 

Mr. REED. Senator, these expenditures were made before we entered 
into that contract. 

Senator RuSSELL. Haven't some been made since then~ 
l\Ir. REED. Prior thereto we had contracts with the Government. I 

would say that the contract was not the incentive of building the fire 
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walls. The incentive for building the fire walls was to bring down our 
insurance rate so that we could bring down our rates to meet compe-
~~ . 

Senator RussELl .. The Go,·ernment brought down the rates; and 
you had to meet it, had to take some action 1 · 

Mr. REED. By building these fire walls, and that also cost more. 
I would like this to go in the record, to show this differe~1ce in the 
cost, what it would have been to the producer whose cotton m 1939-40 
went to market-if we hadn't had tlus backlog of Government storage 
it would have cost the producer $5,000,000 to have marketed his cot~ 
ton more than it did cost him under the present system. Now I don't 
believe that any saving that they can made on storage alone is going 
to anywhere aiJproximate that figure, or even get close to it. 

SPnator WILLrs. What was that saving, did you !!ay? 
Mr. REED. About $5,000,000. I believe they will find that probably 

the cost of storage under the Government loan, that will come down 
*6,000,000 or $6,500,000. I don't believe, however, that anything like 
the loss to the purchaser, by reason of the increased costs on his other 
stocks would even approximate that saving in storage, and the cost 
to the purchaser is not all the handling charge, is not the only loss 
he is going to take. I am going to show you in just a few minute~ 

Srnator McKELLAR. :Mr. Reed, if I may interject, I was told yester
day by the Secretary that tl.1e Government was losing $5,000 per day 
by failing to accept these b1ds. Please address yourself to that par
ticular contention. 

:Mr. REED. Senator, I am not informed as to how he arrived at that,. 
but I assume he arrived at that on the basis of the difference in his pres~ 
ent storage charge and the result of these bids, if they have been tabu
]atl'd. If that be the fact; even if it were $5,000 a day, that would be 
$1,800,000 a year, so it is not anywhere approximate to what the pro
ducer is going to lose by reason of the fact that if he brings these 
charges down on this Government stock, the other charges have got to 
go up. We cannot maintain the present system of rates. If vou are 
going to bring down to the very minimum the ]ow-cost stocks, we hav& 
got obviously to bring the others up to where we can continue in 
busines..<;. · 

Senator BANKHEAD. :Mr. Reed, ha\·e you figured how much the stor~ 
Rg't' must be retluced in order for the Government to save that amount t 

1\Ir. REED. Xo, sir; I have not. 
St>nator AIKEN. Do you anticipate, Mr. Reed, that the defense 

program will result in an increased percentage of live stock or 
movinl! stock~ 

1\Ir. REFll. Yes, sir; the market is buying 1938-39 cotton, Senatort 
and well, the majority ?f that loan ha~ been in ~here for ~ years, 
thet·e are 3 years handltng charges on 1t. Assunun<r there Is suffi
<·ient huy!1~g:-.luring D~cember I have not got the fi~res for all of 
tht>s(' faethtH>s. but durml! December over 60.000 bales were with
tlrawn in the 1 territory with which I am familiar. 

Senator AIKEN". And that tends to increase the cost of storing the 
whole 1 

Mr. Ru..D. Yes, ·sir . 
. ~enat~lr R~XKID'h~D. l\Ir. Re('d, the question I asked rou I con

sJdt>red tmport1mt, it is to me. You said that they would ·have to-I 
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believe that they would have to-they would save $1,800,000 if they 
reduced the rate. How did you find that $1,800,000 ~ 

Mr. REED. $5,000 a day for 365 days. 
Senator BANKHEAD. What rate did you take. They got 6,150,000 

bales in the warehouse, the Government. . • 
Mr. REED. Well, from that figure, Senator, they have 1,400,000 

bales at the port loans at 9 cents, then they have 4,478,000 interior 
with a 12%-cent rate. ·, 

It would have to be an awfully low rate to save $1,800,000. 
Senator BANKHEAD. Won't you figure that out for us, what price 

it would have to be so that they could reach a saving o£ $5,000 a 
day·? . 

Mr. REED. We can figure that out, the reduction. 
Senator ELLENDER. Just one more question. As I understand the 

Government is now attempting to lower the rates, as low as SaJ 
around 9 cents to equal probably the lowest that they are now pay
ing. Now if a contract were entered into by any warehouseman 
that would mean that any cotton that the warehouse would handle, 
whether Government owned or farmer owned, that the farmer had 
an equity in, the warehouseman would be obligated to handle that 
cotton for 9 cents from the time he gets it into the warehouse, from 
the field to the warehouse~ 

Mr. REED. No, sir; the second year, that 15-cent rate is not in-
volved in this controversy, Senator. 

Senator E~NDER. Just this second
Mr. REED. Yes, sir. 
Senator ELLENDER. So that the price of 15 cents for the first year 

would remain stable? 
Mr. REED. Yes, sir; if we could continue to do that aftet· they 

reduced the rates on this other cotton. I say to you we cannot.. 
Senator ELLENDER. Assuming that the rates for the cotton that 

you were to handle remained at 15 cents,. and this other cotton, 
Government-owned, that stays in your warehouse and moves very 
little, if that were taken away from you, could you survive on the 
15~cent rate? 

Mr. REED. No, sir. 
Senator ELLENDER. Have you any figures? 
Mr. REED. Yes, sir; I have got the best evidence in the world. 
Senator RussELL. Another thing, Senator Bankhead was asking you 

about the amount of reduction that would be necessary to save this 
$5,000 a day. If you have any figur.es on the capacity, the unused 
capacity of the port warehouses, whether the~ could hold all this cot
ton, and therefore enjoy the entire saving, I tlunk that would be helpful 
to the committee. 

Mr. REED. I have no figures on the available capacity, the unused 
capacity. Those are not available from any source that I know of. 

Senator McKELLAR. Had you heard that one of the professional 
bidders had bid, recently bid in anticipation of getting this cotton 
moved to the coast out of those warehouse facilities in the city of 
Mobile~ 

Mr. REED. I heard that, Senator, but I know nothing about the accu~ 
racy of it. I think that is the h.est evidence in the worl.d. of ':ha~ is 
O'Oing to happen to these charges If you follow the competltrre b1ddmg 
~ystem and eliminate the present method of having the Department 
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fix those rates. I have here the tariffs of the Houston Compressing Co., 
efft>,ctive August 1, 1940, covering the cotton the producer might take to 
that facility for handling it the first month and holding it for 90 days. 
Now, I have used the Houston Compressing Co. because it i.s the largest 
port facility aud, in my judgment, one of the best-managed facilities 
in the couutry. I am not using it in any critical vein whatsoever. 
They have an available caracity at Houston of 750,000 bales-inciden
tally, the lnrgest port facility in the country-and if a producer took 
a bale of his cotton there today he would pay 35 cents per bale for 
receiving it. He would pay 21 cents per bale for the second month and 
the third month, making a total of 77 cents for the 90-day period, 
whereas, through the interior, under the basis of the present system 
he could market that for approximately 45 cents, and particularly in 
the territory covered by this tariff. I would like to leave this tariff
! don't think it is necessary, I will just read this--

Senator Er,LENDER. You don't know what that facility put in bids to 
1 the Government~ 

Mr. REED. No, sir. 
Senator MciCru.An. Who owns it! 
Mr. REED. It is the Anderson, Clayton facility at Houston. 
Senator McKELLAR. Suppose you put that into the record; it is not 

long. 
Senator BANKHEAD. What is there in this document that would 

throw light on the subject W 

Mr. REED. Only the first three items, item 1, 2, and 3. 
Senator BANKHEAD. Give it to the reporter and let him copy in the 

first three items. 
(The first three items referred to are as follows:) 

TARIFF 

HousTON CoMPRESS Co., 
Housto11, Te:r:., August 1, 19~0. 

(This tariff cancels all previous tariffs-this tariff subject to change without 
notice) 

ltt>m ( 1). Rt>(•t>h·ing fiat or standard compressed cotton, tagging, weighing, 
sampling, deli'fering of samples to shipper's local office or to shipper's 
loeal rrpre~Pntative or to transportation depot in Houston, compressing 
on at•rival to standat·d denflity with 8 bands or to high density with 9 
bands, 30 days' ~Storage, picking out by tag numbers for shipment, mark· 
ing at time of shipment with 1 mark and 1 head brand of nut more than 
ri letters t>at"h per side, shipping and deliwring to shipside in Houston, 
Tex .. pt>r hnle------------------------------------------------------ $0. 85 

Item (2). RL'('eiring standard or high density comprt'l!sl'd cotton, tagging, 
weighing, !lampling, delivering of samples to shipper's local office or to 
llhipper's local representative or to transportation depot in Houston. 30 
dnni stora~o,rt>, pitking out by tag numbers for shipment, marking at time 
Hf ~:hi!»nent "itb one mark IUld one ht>ad brand of not more than five 
lf•ttl'rs each per side, shipping and deli\'ering to shipside in Houston, 
'1\•x., J)(•r bait>----------------------------------------------------- . 50 

lt!'m ( 3). Storage, after first 3()-day period, per bale per day------------ • 007 
!\m'E. -Thitty-fin• (oents of item ( 1) is due and payable upon receipt of cotton. 

Tht> balan('e of rharges arctuing under items (1), (2), and (3) are payable at 
tilllt> of i'hipment e:noept in caSI:'il where cotton is eartil'd over from one season to 
another lwl!innin:r August 1: and in such cases all accrued charges are due and 
payahle as of July 31 of each year. 

Senator STEWART. Mr. Chairman, I would like to ask Mr. Reed a 
question. I understand the figures you gave a moment ago to indicate 

21i-l2i2-H-3 
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that there is about a 33% percent higher charge on interior ware
housing than the charges on the coast for cotton storage~ 

Mr. REED. That is not what I said. 
Senator STEw ART. I thought you read 8 cents against 12 cents. 
Mr. REED.' No, sir; the 8 cents refers to some of the warehouse rates. 

I understand not all of them, some of them are 9 cents. 
Senator STEWART. What is the reason for that? 
Mr. REED. The reason is that on the reeoncentrat~d cotton the Gov

ernment obtains bids from the port warehouse. The point I am mak
ing is that those warehouses that bid those 11-eent rates h:1ve given in 
effect-the very thing-when you put a competitive bid in effect in 
the interior in order to bring the. mtes down on the low nonmoving 
dead stock, then we have.got to do the same thing they have done. 

Senator BANKHEAD. In other words, it is the same question, the old 
dumping proposition, when the warehouses take in aU of the area, it is 
natural-it is just the old dumping situation. 

Mr. REED. It is the theory of the grocery store--
. Senator BANKHEAD. Just like they used to charge a manufacturer 

in this country selling articles abroad less than they sold in this 
country. 

Mr. REED. That is correct, identically that theory. 
Senator McKELLAR. Mr. Roved, may I ask if there is actual use for 

those warehouses along on the coast now when our foreign trade is so 
much less. 

Mr. REED. No, sir. Of course I can give you some figures on that 
to show you that there is not any possibility of any great business in 
the marketing of the cotton that you are going to reconcentrate at the 
port, and it shows just what you have in mind. • 

Senn1or STEWART. Mr. Reed. may I ask you--
Mr. REED. Yes; it doesn't bother me to b(~ interrupted. 
Senator STEWART. Suppose that the bids are taken aml reeon<'entra

tion there is made to warehouses along the coast, that is the port ware
houses that you spoke of, which become the low bidders, what would 
be the approximate cost of moving the cotton form the interior to the 
coast? 

~~r. REED. I am going to give you thos!' fi2:nres in gPHC'l'll l, as well as 
to ~Ive them to you exactly; we lut ve figured them out. 

tSenator STEWART. Does that take into consideration the cost of th!' 
movement of this cotton from the interior to the port~ Is that taking 
into consideration the figures mentioned a moment. ago, which indi
cated that the Government can save $5,000 a day? 

1\fr. RrED. No, sir. You will find the Government would lose about 
four or five times that amount. 

Senator STEWART. Isn't that an important thing, the extra cost of 
movinl! that--

Mr. REED. We believe that it is. 
Senator STEW ART. It is the actual rost, isn't it~ 
Mr. REED. Yes, sir. 
Senator ELLENDER. If you reconcentrate the cotton from the interior 

to a port, and that cotton is sold from the port to a foreign customer, 
doesn't that move from the interior to the port increase the value of 
that cottonY 

Mr. REED. More than the export market! or over the domestic market f 
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Senator El.tENDER. No; the point I have in mind is they will have 

moved it from the interior to the port in any event. . 
Mr. REED. It all depends on whether or not the export market 1s 

sufficient to cover that freight. . 
Senator ELLENDER. Well, now, the export market will not get it if 

the domestic market is too high. 
Mr. REED. If it is at the port, the export market is a factor that 

would determine its value, and frequently the export marke~ wol!ld 
be under your domestic market. I have seen cotton at an mtenor 
point in Texas selling for 5, 6, or 10 points over and above the price 
at Houston. 

Senator STEwART. Then we have no export market at this time~ 
Mr. REED. I am going to show you that you haven't, unfortunately 

for everyoody. I want to go back again to this Houston Compress Co. 
tnriff and the difference between that and the rate which we have is 31 
cents per bale on the 1939-40 crop. That difference alone is an increase 
of $3,000000. Now, it would take an awful lot of shaving in storage 
rate to equal that. 

Now, here is one of the most important factors in my mind in th~ 
whole thing. I have got the figures here for you, Senator. Here is 
the distribution of shipments in 1940 from the 341 plants: 9 percent 
went to Canada and New England; 39 percent went to southern mills; 
13 percent when to other interior points other than New England and 
8onthern mills ·h30 percent went to the ports; 9 percent was delivered 
locally right w ere the warehouse is; 8 percant went to points within 
GO mil<•s of those warehouses; 16 percent went to points within 100 miles. 

Let me give )'OU au illustration of what happened at Marshall, Tex. 
The Government has reconcentrated some 1934-35 cotton at Marshall 
at a Beaumont port, which is in the southwestern part of Texas from 
Marshall; later they shipped from Alexandria, La., into Marshall some 
1934-35 c.otton from theW. P. A. relief projects-that is not a criticism 
of the Government policy, because the warehouse at Marshall asked 
them to move the cotton-I am just pointing out to you the value of 
holding them at origin in the small town, that illustrates it, and the 
vnlne of holding it at origin. Now, the freight from Alexandria into 
Marshall is very high, I think it is around two to three dollars a bale
there is a loss; a hidden loss in this tbing, and I have figured it out, 
Arkansas, Tennessee, Mississippi, Oklahoma-if they took Arkansas 
cotton to a port and later sold it to a southern mill market, the G!"lvern
ment would lose, or the producer would lose, $1.69 on every bale on 
freight cha~ges. 

s~nator ELI.ENDER. ·Ha,·e you any examples showing that the Gov
l'l'lllllent has done. that! 

Mr. REED. I have examples showing that the Government has done 
that. 

Senator Eu.E.SDER. That they have shipped from the interior to the 
ports, and tlwn from the ports back to the mills; am I right 1 

Mr. REED. Yes, sir, indeed; it is done every day. 
Senator ELLENDER. I think it would be apropos to give some 

examples. 
:\lr. Rrto. The Go,·ernml'nt is not the only one that does it. Plenty 

uf otlll'r firms have shipped it from the point of origin to the port ancl 
rt'shipJx>d it to a domestic mill. 
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SenatQr ELLENDER. That is bt>cause they made a mistake; they 
thought they could sell it, but they found out they couldn't. . 

Mr. REED. Yes, sir. . · 
Senator ELLENDER. This example you just mentioned of cotton there 

at Marshall, cotton shipped from Alexandria to Marshall, that was 
Government low-grade cottQn 1 . 

Mr. REED. It was all low-grade mattress cotton. . 
,Senator ELLENDER. You mean the cotton shipped from Marshall to 

Beaumont was mattress cotton~ 
Mr. REED. Well, I don't know. The point I was stressing in my 

argument was that they lost $169 on each bale. 
As to the sale to domestic mills, our records show 39 percent of it is 

local to domestic southern mills; so, therefore, in 39 percent in that 
instance, they are likely to lose $1.69 on each and every Arkansas bale 
of cotton; the Tennessee cotton was $2.30; Mississippi cotton, $1.10; 
Oklahoma, $1.81. Now, there is your hidden cost in this thing, that 
is over and above this difference in storage rate that must result if 
we are forced to cut the higher rate for our moving stock and not 
touch the rate on any other stock we handle. 

Then a thing that is in addition to that, Senator-! think I rold 
you that the producer's cotton, just for production, there is a further 
loss of a million dollars a year, possibly-I don't say it will be entirely 
}QSS, but it is a possible loss; it certainly will be a loss to the local 
producers of cotton. · 

Senator ELLENDER. I wonder if we could have for the record the 
amounts of cotton that were shipped to each port last-let us say 
Honston, Beaumont, New Orleans, Savannah, Charleston~ 

Mr. REED. Yes, sir; I am going to give you that. 
Senator ELLENDER. And giving the amount of that cotton that was 

shipped to those ports that was not shipped abroad nor used locally 
but shipped back intQ the interior. 

Mr. REED. We can give you those figures. I do not have them. I 
would like to put them in the record. I will give you the shipments 
from the interior to New Orleans, Houston, and Galveston. 

Henator Eu:..ENDER. I think that would be a very good idea. 
1\fr. REED. I will have them here next Thursday, Senator. 
Senator ELLENDER. All right. 
Mr. REFJl. I will give you the difference in storage charges. 
Senator ELLENDER. In connection with that statement I wonder 

if it would be pos.sible to give what the losses were to the cotton 
owners~ . 

.Mr. REED. No, sir; we cannot do that 'vithout having ·the origin 
of the cotton. 

Senator ELLENDER. I see. 
Mr. REED. I have given you the difference which we think will 

result from the difference in rate and the difference in freight, in 
addition to that loss, it is frequently a fact that by reason of the 
fact that for the cotton at origin there is a premium paid by the 
consumer of that cotton-and there are going to be some cotton 
merchants here that will tell you that amounts to as much as $5 a 
bale. If you take it away from origin-they pay that premium be
cause of the condition of soil and the type of cotton grown in the 
territory-if you take that away from origin and move it to some 
distant point-! don't care whether it is freight or what makes it 
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np, or ordinary cottons of every variety~ grade, and cha~acter they 
Jose that premium. . . 

Senator :McKELLAR. Mr. !Wed, m that connectiOn, the fact ~hat 
long staple cotton is grown in the .Missis~ippi Y alley at vanous 
places in the valley, not confine-d to any particular States, that .would 
undoubtedly lose its increased value because of that, would It not, 
to a verv large extent~ 

.Mr. REED. It would lose its premium because of the territory where 
it was produced, but I don't believe it would lose its value because 
that is long staple cotton. • . . 

Senator llcl\.ELLAR. It would lose 1ts reputatiOn as cotton grown 
in a certain community . 

.Mr. HEf:D. Correct. 
~('n:ttot· BANKHEAD. Soil, different fiber? 
Mr. REEn. Correct. It would lose all of that. 
Senator llASKHEAD. Tensile strength l 
Senator .\.IKF.N. It would lose its reputation. 
11t'. Rr.FJ>. Yes. I want to state on the question of reconcentrat-

1 ing cotton there is an item, I think e,·erybody will agr~e, t~at when 
tlwy reroncentrate, thev got to re~ample it, got to rewetgh It. Now, 
all of the cost from r~sampling and reweighing it, due to the fact 
that we hare got to take at least a pound out of that bale for sam
pling, Wt> have probably to scrape off a little more than a pound 
while tlH•y are at it, that certainly would be six ounces from each 
si1le of the bale. there is a 9 cent per bale loss right there on the 
present mnrket to the producer. 

~en a tor BANKHEAD. Is there any other loss~ 
Mr. REED. Yes; I would say it would take probably about two 

pounds in order to properly sample a bale. 
Senator ELLENDJm. It is customary to sample every bale from each 

lot of cotton, or do they pick out just one or two from a lot of 
bales~ 

Mr. HEED. If you are going to reroncentrate it, they would want a 
sample before reconcentrntion. 

Senator ELU:NDER. Even Gowrnment-owned cotton~ 
Mr. Ru:n. Yes, sir; bern use the GovernHH-'nt -owned cotton is there 

open to such resnmpling-or would have to be resampled for that 
purpose. 

St>nator ELLENDF..R. I see. 
Mr. REED. Because when you transfer it from one bailee to an

other, you g-ot to determine its condition, so that you can distinguish 
between the responsibility of the two bailees. 

Senatot• ELLE.li.'DER. Win· should you want to do that when the 
entire stm·age on a bale of cotton is only '% or 1%, which wouldn't 
make anv difft>rence j 

Mr. Ri:FJ>. Senator, I would hate to tell you how many times we 
bavE\ resampled the 1934-35 cotton on request of the Government-

&>nator ELLE!I.'UER. That is for Gowrnment-owned cotton~ 
Mr. REED. No, sir; nfter we owned it. we resampled it for the 

Barter des.l. 
St>nntor ~kKELLAR. I recall rerv distinctlv that in the reconcen

trntion lJrojeet of 1936, I think it was, the onlv time that it was ever 
done on a Yery large extt>r~t, every bale was re8ampled, and the proof 
\\·as thnt on the average 1t took about 1%, pounds to constitute this 
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sampling, which, instead of 9 cents a pound, is something like 16 
cents a pound. 

Mr. REED. I think I can uive you an illustration of this because 
about 200 of our facilities ~greecl with the Go\ernment that they 
would sample the cotton free and pay the cost of transporting the 
samples to the sampling agency handling the Barter deal. I can 
tell you approximately what th·e cost was to those 200 facilities, it 
('OSt them over $100,000. 

Senator ELLENDER. Mr. Reed
Senator BANKHEAD. How much cotton 1 
)Jr. REED. That was mattress cotton. 
Senator BANKHEAD. How much did it include? 
Mr. REED. 1934-35 cotton, around 6,000,000 bales. 
Senator ELLE:to."'DER. We can well understand the necessity for re

sampling, reweighing, and evl'rything else, whl'n you acttul.lly sell 
the cotton, but whv you should propose, on the Gon.•mment's desire 
to save money on· the storage now, to move it from warehouse A, 
located in Charleston, S. C., to an interior port 100 miles away, 
where it is immediately sold, I don't see whnt would be th!:' purpose 
of resampling the cotton. 

Mr. REED. If they nlready haYe it graded and classed there would 
be no purpose in it. 

Senator ELLENDER. Well, did they have id 
In other words, every bnle of cotton that was owned by the Gov-

(lrnment was at one time classified? 
Mr. REED. By an agency of the Government. 
Senator ELLENDER. V\l1y, certainly. 
Mr. REED. But, unfortunatflly, Senator, when a year or 2 years has 

passed there is a change in the cotton, due to the length of time it 
has been held. It tnkes on a little colorbtg, and different matters. 

Senator ELLENDER. We can understand that that is necessary, and 
I imagine is required by the producer, but when we speak of simply 
moving cotton from one point to the other that is owned by the 
Government, for the express purpose of saving the storage, that cost 
is usually eliminated, it is not requested, is it~ 

Mr. REED. Well,· the warehousemen tell me that it is requested. 
Senator ELLENDER. That is not my information. · 
Senator McKELLAR. It was certainly done in 1936, when that big 

concentration was taken, every bale of it was sampled. 
Mr. REED. Senator, I would appreciate it if you would ask some 

of these warehousemen when they get on the stand, if they resampled 
the cotton on reconcentration. 

Senator El.LENDER. It is my understanding that the warehouse
man is not put to that expense unless it is requested by the owner 
of that cotton, and if it is requested the warehouseman is paid for it. 

l\Ir. REED. On resampling he is paid for it. 
Senator ELLE:to."'DER. Yes, sir; resampling, and regrading, the ware

houseman is paid for that service. 
Senator l\IcKEu.AR. Mr. Reed, whenever the cotton is rerated or 

resampled, I presume the producer is the one to pay for it¥ 
:Mr. REED. He pays for the loss of the sample. 
Senator Am:EN. What becomes of the sample! 
Mr. Rm>. It goes into what we call the "loose." 
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Senatot· ELLEXDER. That is usually done, as I understand, when 

the cotton is about to be sold, and somebody requests for that a~d 
asks what grade it is, and its condition, and all. I think you will 
agree with me that if you were to buy a. lot of cotton you would 
want to do the same thing. 

Mr. REED. I understand they do demand it when they buy cotton. 
Now, Senator, there are other reasons why they have to sample this 
cotton in connection with the reconcentration of it. Now, I think 
you will find that cotton that has been on hand 2 or 3 or 4 or 5 
years that same question of determining who is responsible for dam
age. Now, I think that 1934-35 cotton has been sampled at the • 
request of the Government at least two or three timt'iJ. I don't know 
how many times but I know at their request it was sampled for the 
Barter deal, every bale of it. Now, a large part of it-a large num
ber of them did that service free-gave you the premium because 
of it. 

Senator ELLENDER. I think that was requested by the Government. 
I don't recall the exact reason for it, but it was found that there 
was some difference in some lots of cotton, that is the sampling that 
was done for the farmer and what was actually the case, and when 
the Government found that there was a difference, then it was that 
they m·dered a resampling~ or rechecking of the entire amount. 

Mr. REED. It was not done for that reason alone, that was one of 
the reasons why they wanted to do it, and that is where the Gov
ernment classing agency today analvzes a bale of cotton, and then 
it simply stays in the warehouse and when they draw another sam
ple and send it to the Government agency, that comes back a dif
ferPnt class. There is always an argument on the class, a matter of 
opinion. That is one reason why sampling is necessary. As to 
wht.>ther or not they resample all of the reconcentrated cotton, I 
would prefer you ask the warehouseman when they get on the stand. 
I am not certain in my own mind as to whether it was done on all 
reconcentrated cotton or not. 

Senator STEW ART. l\lay I ask if there is a deal, and it would actu
ally be a saving to the Government to take the competitive bid 
would it Le impracticable to arbitrarily fix a storage-cost price~ 

:Mr. REED. They have done that up to now. . 
&•nator STEWART. I mean if it is lower than the present price is. 

Of course, they have. It is said they can save $5,000 a day to the 
Govl'rnment on the basis of some definite price they apprehend 
will haYe to he paid for storage, isn't that it¥ 

Mr. REED. Yes, sir. 
s,'nator STEWART. What is that price. do vou know? 
~Ir. REED. No, sir; I don't. It will not"\)(:' lower than 10 cents 

It ought to be somewhere around about 6 or 7 cents per bale per 
month. 

S~nator STEWA~T. Do you think i~ would be impracticable to arbi
trunly fix the pnce as a storage pnce to be paid to those who still 
have the cotton! Of course that. would include the interior ware
hou~men and those on the coast, the coastal warehouse and port 
warehouse located at the ports, whatever you call them. 

~Ir. REr.o. Of course, it is possible for a Government, the Govern
nwnt has power to fix the rate, it does not make any differen~ how 
you bring that rate down on the dead stock, tl..S long-term storage. 
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If you bring it down to its very lowest level, whatever is the cost 
of handling it, at the same time you are going to bring up the cost 
of handling the other cotton, so it does not make any difference 
wh~ther you d.o it by competitive bidding or whether you do it by 
arbitrary fixatiOn by Government. Heretofore, the Government has 
averaged this condition for us and fixed a rate which they thought 
was reasonable for the producer, for the Government, and the ware
houseman, and Senator McKellar's bill retains that system and gives 
the Department the right to fix the rate, if we do not accept the 
rate they fix, then they have the right to advertise for competitive 

• bids. , 
Senator STEWART. Representative Brown of Georgia is here. We 

haYe been discussing the question. '\V" oulcl it be permissible for him 
to ask some questions? 

Senator BAXKHF..AD. Yes. 
Mr. BROWN of Georgia. I understood you to say a while ago that 

the port warehouses had charged the Government on its cotton a 
higher rate than the interior producer who brings his product to 
that port, is that correct 1 

Mr. REED. What I have pointed out, Mr. Brown, the port warehouse 
tariff, for receiving a bale of cotton was higher than the interior 
tariff for receiving a bale of cotton for a producer, neither of which 
is in the loan. Now the tariff on handling Government cotton on 
the eontract basis is just about 9 cents per bale per month, so I' 
understand it is materially lower than the price to the producer. 
Now it is also true that at the same time possibly in the interior they 
have a lower rttte to the UoYernment than they do have to the 
producer. 

Mr. BROWN. Now suppose it is 10 cents, isn't it true that a small 
interior warehouse in the community whPre the cotton is produced 
will have no additional business~ , 

Mr. REED. They are going to have a hard struggle to stay in busi
ness if they bring the rate down on these 4,878,000 bales of cotton. 
some of them are going to be out of busin(:'ss because they have not 
in these war(:' houses the space; there are others that are going to be 
strong enough to survive whatever they do, and there are others 
who will simply tell them to take your cotton out we will not bother 
with it. 

Mr. BRowx. Is it not true the Government encouraged many of 
these small warehouses where cotton is produced, to go ahead and 
rebuild, put in sprinkler systems and fire walls, and that would be 
a loss to the conununity warehouse if you reduced the cotton storage 
below 10 cents. 

Mr. REED. I would not want to say the Government encouraged 
them to do it, Congressman. I would say possibly the Government 
used every incentive that resulted in that being clone. Government 
business is the cause of that improvement being made. 

Mr. BROWN. That is all. 
Mr. REID. I want to deal with the question of reconcentration to 

port locations, and to !'how you the extent to which that export 
market has been lost. From August 1, 1940, to January 19, 1941, 
we exported 636,602 bales of cotton. 

Senator BANKHEAD. What was that figure again 1 
.Mr. REED. 636,602 bales of cotton. 
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Senator BANKHEAD. Over what period l 
Mr. REED. From August 1, 19±0, to January 19, 19!1. 
Slc'nator BANKHEAD. That was half of the market@ 

37 

Mr. REED. During that samP period last year we exported 3.451,045 
bales. There is also present at port locations at two points, Houston 
and Galveston, a tremendous stock, both Government-owned cotton 
and produclc'r-owned cotton. On January 19, 1941, the port stocks 
WPre 3.451,375 bales. 

Senator .MrKELL.\R. That is 2,800,000 more than was sold from those 
ports this last yead 

~Ir. REED. Yes, sir. 
Senator McKELLAR. I mean in round numbers. 
Senator AIKEN. Than were sold~ 
llr. REED. Yes, sir; now look at Houston and Galveston, this 

3,4.11,000 bales is 1.962,000-nearly 2,000,000 bales, right .in Houston; 
Galveston is 1.475,587 bales of Governnwnt-owned stock and producer 
stock. In other words, we have a concentration in the two principal 
Hport markets for export cotton, more cotton than we are gomg 
to sell in a long time to any exp01·t market. 

Senator McKELLAR. If that is the case, what possible reason ha.S 
the farmer for being put to the expense of paying the freight to 
the coast warehouse~ 

Mr. REED. I mean those figures show the likelihood of incurring 
these losses on freight: and these losses on reconcentration, and these 
losses that would be involved, these hidden losses in the reconcentra· 
tion of cotton, not only the producer cotton but the Government 
('ott on. 

s~nator BANKHEAD. Then when you cannot e,xport it and you will 
need it for use in this country, then you have got to pay the trans
portation back to the mills~ 

Mr. REED. Sometimes they can get a transfer, but I do not. believe 
any of the 1934:-35 and 1937-38 cotton now at port locations has 
any freitrht bills upon which they can reship in transit. I think all 
those freight bills expired February 28, 1938. 

Senator BANKHEAD. Let me ask you this, suppose a shipment orig
inated in Senator 1\IcKellar's town, they took it to Houston when it 
was needed for consumption at a mill in South Carolina--

1\Ir. RE.ED. They would chartre the freight from Houston, and the 
freight from Houston to South Carolina, just the freight from Hous
ton alonl" instead of the freight to New Orleans. 

R!'nator BANKHEAD. So that would be a big loss@ 
Mr. REED. Yes, sir. 
&•nator BANKHEAD. Unless the Government cotton at. these ports 

of Houston ·and Galveston-assuming until we get rid of Hitler
ther!' will be at least no increase in exports, unless the cotton is 
needl:'d in this country at cotton mills, it would just stay there for
erer, is that righd • 

)Jr. R}:ED. Yes, sir; the mill consumption of America is incapable of 
absorbing our cotton. I think the statement the Seeretary made at 
Little Rock, in his speech to the producers at Little Rock was to the 
effect that tlwy need not expect anything from the export market for 
a long long time to come, and that they would need to regulate their 
production to domestic consumption. 
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Senator :McKELI:.AR. You said the export market, you mean the do-
mestic market~ 

Senator BANKHEAD. No; he said the export was--
Senator McKELLAR. He was talking about what the Secretary said. 
Mr. REED. I want to correct it because what the Secretary said in 

substance was that they are going to have to adjust their production 
to the domestic consumption. I want to point out particularly that 
the calling for bids, including cotton in the 1938-39 and 1939-40 loan, 
which is governed by the Bankhead Act, and the call for bids specifi
cally announced that the cotton was going to be handled contrarv to 

~ the terms and conditions of the Bankhead Act. • 
Senator McKELLAR. Have you got a copy of the act there 1 
Mr. REED. Yes, sir. 
Senator .Mc:K:w:.A.R. All right, go ahead. 
Mr. REED. Originally the Triple A Act .rrovided that the cotton 

of the producer could not be reconcentrated without his consent. There
after the Department made it a condition upon which he could obtain 
his loan that he waive his right and authorize reconcentration. Fol
lowing that the Congress passed the Bankhead Act, which among 
other things had a number o£ provisions. 

Senator BANKHEAD. Let's put that in the record. 
Mr. REED. I have it. I will put it in the record. I want to say that 

the Bankhead Act which went into effect June 16, 1938, had one con
dition that is specifically applicable to the 1938-39 and 1940 cotton 
that was included in the call for bids, and that condition in the Bank
head Act was this. It said as to that cotton that it could not be re~ 
concentrated without the producer's consent in writing for that pur
pose, unless the charges of the local warehouseman were substantially 
higher than the average charges to be obtained else'1here, and then 
only a:foor the local warehouseman was apprised of the rates obtain
able elsewhere and given an opportunity to meet them. Now the 
press release that announced this call for bids said that the cotton will 
be stored at warehouses providing less rates, and no other bids may 
be revised after the last date for submission. In two respects in this 
announcement the Bankhead Act would be violated, because the Bank
head Act says the local warehouse rate neeJ not be lower than the 
average elsewhere, and if they were not substantially higher than the 
average elsewhere they should be permitted to retain the cotton. Now 
if his rate were substantially higher than obtainable elsewhere the 
Bankhead Act gave him the opportunity to meet it. The competitive 
bid announced that the bid could not be revised after November 22, 
1940. 

Now another thing which we say-! want to put the Bankhead Act 
in the record. 

Senator Mc'K:ELJ:.AR. I would like you to read the Bankhead Act, 
some of its provisions-we have not read it recently-I would like you 
to read it, essentially that part of it, the prohibition against the De~ 
partment. 

Mr. REED. I will read the entire act. 
Senator BaNKHEAD. Before you do that, let me make a personal 

sbtement that has a bearing on it that in our controversy with the 
Commoditv Credit Corporation~veral times the matter came before 
the Congress and these efforts to move all this cotton out, very large 



REGt~LATE WAREHO'CS'I~G OF COTTOX 39 

percentages of it from interior warehouses to the, port warehouses, 
there has been a constant effo1i here by the owners of the port ware
houses to ~et this cotton away from the country warehouses, so in the 
act, the Agricultural Adjustment Act of 1938, this clause was put into 
that act, it is section 13b3! subsection B, cotton held as security for any 
loan heretofore or hereafter made (there was no Government-owned 
cotton at the time) or arranged for by the Co.mmodity Cre.dit Corpora
tion, shall not hereafter be reconcentrated without the wntten consent 
of the producer of origin. Xow it developed shortly after that they 
started in their move to reconcentrate. On investigation it was 
found th11t in the application for loans for the farmers they had one of 
tlwse little fine-pnnt sections, they had a concealed, I call it a con
cealed, agreE'ment by the producer which obviated it, they had taken 
tl1at before the law\vas pnssed. Well that obviated it, they said we 
already got their consent, then the next proposition is what is called 
the Bankhead Act after me, because I introduced it. It was approved 
on June 16, 1938, and that was-when you read that you will see the 
intent to obviate that little concealed, I call it fraudulent arrange
ment, because no farmer l:'ver read all these printed terms, he didn't 
know what he was agreeing to-when we found what they were 
agreeing to-we got this terrible commotion because of it-so this 
section was passed which prohibited that thing from being done. 

Senator McKELLAR. That second prohibition he is going to read it 
for the committee. 

Senator BANKHEAD. He is going to read it or put it in. I think this 
might show the inwnt.ion of Congress on this subject, not only one time 
but twice, and nmv they come along-! don't know whether they are 
going to try to moye aU the borrowed cotton or not, but they say, not
withstanding the intention of Congress to leave that cotton where it 
is, that this Bankhead Act does not apply to Government cotton, in 
effect. they hold they ean do with Government cotton what Congress 
prohibited them from doing with the producer's cotton. 

Mr. REEn. They included in the call for bids the producer's cotton 
in the loan which was not owned by the GoYernment. The Bankhead 
Act-1 want to say if they had not had the producer's cotton in there
the interior could have bid for the GoYernment stocks without brin~
ing the rat~ down on the producer's stocks, but that they have it m 
there which prnctically precludes us frolll bidding a low rate on these 
dead stocks and forces us to buy under average conditions. Now on 
the other hnnd, if the port facility was bidding on this reconcentrated 
cotton and knew that that was all of it! these 4,878,000 bales of Govern
ment cotton, that that was what he was going to get. I want to read 
tltis Bankhead Act. right there. It is section 1383 A from the 
annotated statutes: 

In th(> administration of i'lettion 1383-B of this chapter, the written consent of 
thE' prodn<'t'r or borrower to thE' recon(·entratiou of any cotton held as security 
for any l<x.m h(lretofol'(' or bereaftf'r made or arranged for by the Commodity 
l'rt'dit l'.orporatiou ~bull not be deenwd to ha,·e bt>t>n giwn unless such consent 
shall have lle('u giVt'U in an instnmwnt made solely for that purpo<:e, Notwith
stnnding any provision of any loan agret>ment heretofol'(' mnde, no cotton held 
undt>r any 8twh loan a!!l't'f'mt>nt a~ S(>('ority for any such loan shall bt> mon•d from 
one warehouse to another unlt>.'ls the written consent of the produ(-er or borrower 
~hnll. han• ht-t>n obtain('(] in a st'parate in!'trumeut gh·t'n solely for that purpoEt> as 
f'('Qillred by thi~ ~·tiou. Tht> giving of written conl!ents for the rl'('oncentration 
of rotton shall not bt> made a condition UJ)()D the making of any loans. However, 
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in case where there is cOD!{E>Stion or lack of :;~torngt' fncilitiE's and thE> loeal ware
hom•e CE'rtifies such f1ict and requests the Commodity Credit Corporation to movt' 
rotton for reconcentration to som(' other point or when the Commodity Credit 
Corporation determinl:'s sueh loan eotton is improperly warehoused and subject 
to dmnage or if nninsnrE'd, or if an:v tE'rms of snell loan agrE>I:'ment are violatl:'d 
or if any earrying charges are snhstantiully in excess of the averagE" carrying 
chargE's available E>l~ewhl're, nll(l the loml wareJwu~e. after notice, declines to 
reduce such charges. such writtf'n consent as prorided in this amendment nl'f'd 
not be obtainl:'d and con~ent to moYement nnMr any of thE" conditions of this 
proviso may be required in future loan agreements. 

I want to say that under that provision the Department has grad
ually brought the cost of handling the producers' cotton and the Gov· 
ernment cotton down to where it is 12% cents today; they have ob
tained low bids on reconcentrated cotton under this act. 

Senator BANKHEAD. Senator Ellender has an important engagement 
at 12 o'clock, and we will recess at this time until2 o'clock. 

Whereupon at 12: 10 p. m., the committee recessed until 2 p. m. 
this day. . 

AFTER RECESS 

(The committee reassembled at 2 p.m., pursuant to recess.) 
Senator BANKHEAD. The committee will come to order. You may 

proceed, Mr. Reed. 

STATEMENT OF A. L. REED-Resumed 

Senator McKELLAR. Let me ask you this question, Mr. Reed. In· 
sofar as the cotton in which the farmers have an equity is concernedi 
and which cotton was advertised to be rewarehoused, the proposa 
of the Department is a direct violation of the Bankhead Act, is it not~ 

.Mr. REED. Yes, sir: it proposes certain things with respect to that 
cotton that are directly contrary to the provisions of the Bankhead Act. 

Senator Mci\ELLAR. So, if these bids were accepted and action taken 
to move cotton in which the farmer or producer has an interest or 
an equity, the Department of Agriculture or the Commodity Credit 
Corporation, or those in charge of it, would be violating, in your judg
ment, the Bankhead Act ~ 

Mr. REED. Yes, sir. I want to add this to my answer, though, Sen
ator: I understand that they have announced to some Members of 
Congress that they did not intend to do that; however, the bids are 
dirootly contrary to the ad. 

Senator BANKHEAD. Have you a copy of the invitations~ 
Mr. REED. Yes, sir. I am going to put that in the record. 
Senator ELLENDER. Mr. R<>ed, while we are on the question of the 

Bankhead Act, would not the adoption of this bill as written do 
away with the Bankhead Act 1 · · 

~ir. REED. We are fearful that it will, Senator, and we have a 
suggestion to make with respect to it, which I am going to make a 
little later. 

Senator BANKHEAD. Covering an amendment on that point. 
Senator 1\IclU.Lr.AR. And I will sa.y in respect to that, as I have 

nlready stated, that I will accept such an amendment, because this 
is not in violation of the Bankhead Act; it is for the purpose of 
supplementing, not to violate the act. 
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Mr. REED, The sitnation with rt>8pect to the port!~ is not all bad-
1 am going to digress a littl._. bit to tell you about that~ecause 
they ar._. e:-;seutial facilities, and the people that I am speakmg for 
do not. wnnt to see the Bankhead Act repealed, so that reconcentra· 
tion of cotton could not be had at port facilities under that act, and 
we ha,·e some !mggestions to make with reference to it a little later 
on. We are not making any attack on the ports. There may be 
some things here that might indicate that, but we intend to preserve 
for the ports and for the interior points, if we are able to do so, the 
system that is in effect today. 

Senator ELLENDER. You are going to do that by amendment to 
this uctr 

Mr. REED. Yes, sir. 
SeHatot· ELLENDr..R. Because, the way it is now, it puts the ports 

completely out of business, in my humble opinion. 
Mr. REm. Yes, sir; there is some evidence to that effect. 
Senator BANKHEAD. I do not agree with that position~ 
Seuator McKELLAR. Neither do I, but in order not to brave the 

foilightest difft>rence about that, I have already said that I am per
fectly willing to arcept that amendm..,nt. 

Senator ELLENDER. Of course, speaking of it in the light of the act 
as presented to the committee, and of course I do not know what 
is in the mind of the Senator from Tennessee nor that of the Senator 
from Alabama with reference to am..,ndm..,nts, but I am speaking 
of that act as presently drafted. I know that insofar as the citv of 
New Orleans is concerned, there is no cotton grown in any apin·e-
cinbl._. amount within 175 miles of that city. · 

Senatm· McKElLAR. If the Eienatot· will draw an amendment 
which will leave New Orleans just (>Xactly like it is now, I shall 
bt' \'ery g-lad to aecept it. 

I would not know how to draw that without changing the whole 
bill. Of comse, I suppose it can be done. 

Senator ELLE~"DER. Well, Senator, as I understand the bill, the 
Commodity Credit Corporation would have to follow section 2, and 
section 2 ~ays specifically that all cotton which is warehoused or 
ston>d und._.r any contract or arrangement made bv the Commodity 
Ct'edit Corporation shall be warehoused or stored in the nearest 
locality to the place where it is produced, or to the place where it is 
located, when such contract or arrangement is made. 

Now, in order not to affect anv localitv like tl1e city of New Or
le~ms, or :Mobile, or any port hi South Carolina, or any Southern 
Stute, that language would have to be changed. · 

Sen.utor McKF.LLAR. Now, let me read the language just following 
thnt, m the same sentence: 
It lwing thP IJUrpo~ of thi~t net to Nllltinue in effe<'t the !')"Stem of warehou,;ing or 
storiHg to~UI'h cortou In thP ('llttun-IJWdueiug Stntes, nl"ar tht' pla(<eS where "nch 
rotto11 is produet'd in actordanee with the system in effe<:t during the yt>ar 1940. 

It will Le fixed so that it will not interfN-e with Xew Orleans and 
i~ ~·on think it dot·~. we will mnke it apply to Xew Orleans' spe
c:Ifieully, ~~ thut no di~·riminntion wilJ., be made a(J'ainst New Or
lt>nns. We are going to kt>ep the l'ystem lik._. it is no; 

~t·natt~r Eu.t:xm:.u. As I lun:e just poi~ted out, the S('('ond part of 
tins sed1on 2, thllt you ha\'e )Ust I't'atl, ts dependent upon the firht 
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part. The first part, as I understand it, is the guiding factor that the 
Commodity Credit Corporation must follow in receiving bids, even 
though those bids a.re advertised. 

Senator McKEu.AR. We will arrange tlmt New Orleans proposition. 
Senator BANKHEAD. Now, let us go ahead with the evidence. 
Senator ELLENDER. I did not intend to discuss that. except that 

~Ir. Reed is an able lawyer, and before he gets off the stand I would 
like to get his opinion as to the bill as drafted. . 

Senator McKELLAR. I am sure he will be delighted to give it to von. 
Senator BANKHEAD. If you will go ahead with your statemetit of 

facts, Mr. Reed, and then we will get to the discussion later. 
Mr. REED. At noon Senator Ellender asked me about the sampling 

of the cotton for reconcentration. I have inw~tigated that matter 
further and I find that the 1934:-35, and 1937-38 cotton, which is the 
cotton owned by the Government, was all sampled by the industry, 
but it was sampled regardless of reconcentration. Senator. That was 
my mistake. I thought it was samplecl for reconcentration, but it 
was sampled regardless of reconcentration. 

Senator ELLENDER. One of the reasons why I beliHe that was made 
necessary is because they found some discrepancies in certain lots of 
cotton, and the discrepancy was so great that they thought the best 
thing to do was in many cases to resample it and reexamine all of the 
cotton. 

Mr. REED. I think that in substance you are correct. The 1934-35 
cotton was not classed specifically. It simply had a minimum class 
on it. 

Senator ELLENDER. That is right. 
. :\Ir. REED. I think that was one of the reasons, and the barter agree
ment was the other. I also stated that it cost the industry for that 
sampling over $100,000. The correct figtlr(' is in excess of $250,000. 

I want to take up now the question of the call for bids, and I want 
to particularly point out that the call for bids did not pennit the 
interior to submit competitive bids for the storage of Government
owned cotton separate and apart from the producers' stocks, and the 
producers' stocks are covered by the existing act known as the, Bank
head Act. The Government-owned stocks are not technically covered 
by that act. The bids that were submitted confused the characters of 
cotton and deprived us of an opportunity to bid separately on the 
Government-owned stocks, which is the dead stocks, but required us 
to average the moving stocks with the dead stocks. ~ecessarily, a bid 
of that character from an interior facility would have to be higher 
than a bid of a facility that could take one of the reconcentration 
contracts and bid with full knowledge that th" only thing he would 
get would be this Government-owned stock or the reconcentrated cot
ton, which would itself be dead stock. 

Senator B.\NKHEAD. Does that operatt> in the intert>st of the port 
warehouse1 

Mr. REED. Yes! sir; the reconcentration bid was so drawn! Mr. 
Chairman, that no one but a port warehouse could use it, and I am 
going; to show you why in just a minute. I do Hot think there was 
~my intent or purpose about 'the matter. but that is. the way it is. 
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Senator BANKHEAD. Now, are you sure about that! 
)1r. Rt:ED. Well, I do not want to say there is. 
:-;enator B.\NKHEAD. You would not say it is not~ Some people 

here of respectable standing think probably there was. . 
)Jr. Rnr>. WelL I want to show you what the facts are, Without 

comment. · 
1-\enator B..\xKHEAD. It has been so indicated to me. I have no defi

Hite opinicm about it myself. 
)Ir. REEn. The Government stocks are 6,185.000 bales. Of that 

amount, 1.307.000 are located at ports and 4!878,000 at interior points. 
The producers' Rtocks im·oh·ed in this call for bids are 2,009,427 

bah's. Of that <Luantity, 334,440 bales are located at the ports, and 
1.754,987 bale10 at mteriot· points. As I say, the bill was so designed as 
1 o divide it into three types, three characters of bids, Form 55-A-1, 
Form fi5-A-2, nnd Form 55-A-3. 

The explanati()n for Form 55-~\-1 states that it is to be used by the 
warehousemen submitting bias only for continued storage of cotton 
on hand December 1, 1940. 

Fot·m M-A-2 was to be ust>d for warehousemen bidding for contin
twd storag-e Hs well as new storagf'. 

Now, thf're is a statement in the explanation found in item 6 in the 
inYitation for birls which says this: 

Bids from warehousemen for ~>torage of cotton under mort' than one type of 
storage agreement br any indi\'idual warehouse will not be accepted. 

In other words, we had to bid on one or the other of the forms. We 
co1Jid not bid on two forms. We could not bid for new business. We 
could only bid on one form. 

Now, I want to call your attention to the terms of Form 55-A-2 for 
rei·oucentration. Item 7 specifically sets out the amount to be paid for 
co1npression at 30 cents per bale. Item 8 states that delivery to ship's 
sidt:> will be performed for 15 cents per bale. I just called your atten
tion some time ago to the fact that our taxes are 21 cents a bale. We 
could not bid to compress cotton for 30 cents a bale under that form, 
because our labor and fuel alone will exceed that. And what about a 
pol't warehouseman~ He can bid on that form because he knows the 
cotton is coming to him compressed, and he is not going to lose his shirt 
on it. If we bid on it we are going to haYe to absorb the loss on the 
eolil]H'Pssion side. Item No.8 says it is to be delivered to ship's side for 
15 eents. Certainly, the compres.-.or at Memphis, Tenn., could not sign 
a contract to deliver a bale to ship's side for 15 cents. The freight on it 
u lone would be $1.50 or $2 a bale. Therefore, the only people that 
t•otdd use that contract would be a port. warehouse, who would bid on it 
Cot· t-econcentrated cotton. 

The same thing is true under Form 55-A--3, that has to do with new 
business wlwre a warehouse doesn~t have any business on hand but 
wants to bid for new business. It could not be used by anyone but a 
putt wart>house. 

I would likt> to file as part of the record the press release, the invita.· 
tion for bids and the three forms of contract. 

~rnator BANKHEAD. It may f!O into the record. 
(The documents referred to follow:) 
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Bins INVITED BY CoMMODITY CREDIT CoRPORATION ON SroRAGE COTIDN 

WASHINGTON, D. C., November 8, 1940. 
Commodity Credit Corporation today inYited warehousemen to submit hids for 

the storage of all cotton, except that from the 1940 ct·op which is now being bar. 
Yested, either owned or held as security for loans by the Corporation. 

Bids must be submitted prior to noon November 22, 1940, and the rates offered in 
bids accepted will be effective from December 1, 1940. 

The invitations for bids are limited to warehouses located in the cotton-produc
ing areas and ports adjacent thereto. Cotton stored in these areas is readily avail
able for distribution to all domestic consuming eenters and export mat·kets without 
the loss of transportation expenses. 

The cotton will be stored at the warehouses offering the lowest rates, and no 
bids may be revised after the last date for submission. Any necessary movements 
of cotton will be made in line of transit to domestic mills or ports. 

Officials of the Corporation pointed out that this solicitation of bids is being 
made for the twofold purpose of obtaining warehousing services for the Govern
ment and farmers at the lowest available rates and relieving the congested storage 
situation in certain localities so as to provide producers with adequate facilities 
for 1940 crop cotton at all local points. 

Exclusive of the 1940 crop, the Commodity Credit Corporation holds title to 
approximately 6,500,000 bales of cotton and has under loan approximately 
2,200,()(;0 bales. 

Copies of the invitation for bids may be obtained upon request to the Commodity 
Credit Corporation's office at Washington, D. C. 

COMMODITY OBEDIT OORPORATIO:S INVITATION FOR BIDS FOR STORAGE OF CO'l'l'ON 

1. Commodity Credit Corporation requests warehousemen located in the cotton
pt·oducing area and at South Atlantic, Gulf, and California ports to submit bids 
for the storage of cotton owned by Commodity Credit Corporation or pledged as 
security to loans on 1988-39 and 1939--40 C. C. C. Cotton Form A. 

2. Bids, to be acceptable, must be received at the office of Commodity Credit 
Corporation, Washington, D. C., prior to 12 o'clock noon, Norember ~2. 1&40. The 
bids will be opened on November 22 and each bidder will be notified by a letter 
postmarked not later than December 16, 1940. 

3. Bids are to be submitted only for storage, including fire insurance. The rates 
applicable for receiving and other necessary l);ervice~ are specified in the attached 
storage agreements. 

4. Bids in excess of rates now in effect at the respective warehouses will not be 
a(-cepted. Where bids are at rates identical with those now in effect at the re· 
S}Jective warehouses, the cotton will remain in storage under the existing con· 
tracts subject to movement when storage space at lower rates is available. 

5. Bids will be considered for storage of cotton under one of three types of 
storage agreements, as follows: 

(a) Commodity Credit Corporation Form No. 53-A-1 for use by warehousemen 
submitting bids only for rontinned storagr of cotton on hand December 1, 1!ll:O. 

(b) Commodity Credit Corporation Form No. 55-A-2 for u~e by warehousemen 
submitting bids for the continued storage of cotton ou hand December 1, Hl40, and 
for the storage of additional cotton. (This form provides for the same storage 
rate for cotton on hand Decembf'r 1, 19·10, and for any additional cotton shipped 
to the warehouse by Commodity Credit Corporation.) 

(c) Commodity Credit Corporation Form No. 5.1-A-3 for use by warehl)nsemen 
submitting bids only for reconcentrated cotton. (This form is not applicable for 
warehousemen storing any cotton referred to in Section 1 hereof on Del'('mbet· 1, 
1940.) 

Copies of the storage agreements arE> attached. 
6. Bids from warehousemen. for storage of cotton under more than one type of 

storagE> agreement for any individual warehouse will not be accepted. 
7. Bids requiring that cotton remain in storage for a specified length of time 

will not be acct>pted. 
8. Bids may not be conditioned upon deli;ery for storage of specified quantities 

of cotton. 
9. Bids for storage under Commodity Credit Corporation Cotton Forms 55-A-2 

or 55-A-3 should ~>-pecify the maximum quantity of reconcentrated cotton that 
can be stored. 



REGCL.\TE W.AHEH0[8l~G OF COTIO~ 45 

10. All warehoo~emen award(>(). contracts will be required to meet the require
ments of Commodity Credit Corporation for appro'l"ed warehouses. 

11. All bids must be submitted in the following form: 

Commodity Credit Corporation, 
WMhington, D. C. 

---------(Dii"te) _______ _ 

The underl'iit,"lwd wa1·rhouseman hHrby offers to !ltore cotton at ---------------
-· --------------------------• in accordance with the terms of Commodity Credit 

~~tote lm·ation of war .. boU~PJ 
Col'JM'ation Cotton Form ------• at a rate of------ cents per bale per month, or 
fraction thereof. 

Stor11ge spaee is a'l"ailable for ---------- bales of reconcentrated cotton. 

---(;:-a..~ii~ii;;"OO~i;a"i!'Y)--

By -----------------------
12. Commodity Credit Corporation rPSen-es the right to reject any or all bids. 

COTTON STOR.\GE AGRY.f.:YENT 

This agreement made and entered into hy and between the Commodity Credit 
Corporation, Washington, D. C., organiz<>d and existing a111 an agency of the United 
St11tes (hert>inafter rt>fPrred to a~ the "Corporation") and -------------------
---------- (hereinafter referred tons the ''Warehouseman''). 

WITNESSETH-
Whereas the Warphoust>mun controls h~· owuer~bip or lea:;:t> and operates a cer-

tain wurehom;e locatt>d at-------------------- and commonly known as--------
------------ R.lld 

Wherea!'l the Wnrehom.:eman has in !ltorage, at !laid warehouse, certain cotton 
owtwd hy the Corporation or pledf{ed under a 19::\8-39 Commodity L'redit Corpora
tion Cotton Form A or 1939-40 Cummodity Credit Corporation Cotton Form A as 
st><·m·ity for loans (ht>r·einaftet· refert•ed to a~ "the cotton"). 

Now, therpfore, in <'OUSiderntion of <'Ol'l'nants and agreements herein contain<>d, 
the ptuth•ll het·eto ngree each with the othPr as follows: 

1. The Wnr<>houseman llhall eontinue to store the cotton after November 30, 
1940. The Wart>lwuseman's charge for sneh f'tot·age shall be------ cents per bale 
per month or fraction therc·of. The Warehon,:eman's Charges, with re:;pect to 
cotton so stort~d, for reAAmpling and reweighing, shall be at his regular tariff rates 
hut. in no e'l"t>nt. more than 10 et>nts per bale for resampling and 10 cents per bale 
for reweif{hing. No charge shall be made b~· the Warehou:-;eman, with rel'pect to 
c·otton so 8tored, fnr storage or llandling of !lamples, ranging ('Otton, picking out 
by tal{ number, fiat deliw~ry, or loading ou trueks or in cars for sbipm~>nt. 

2. If any of the rotton is sold hy the Corporation or redeemed from the loan 
mnd£> therMn, th(:' charges provided herein shall be appli(·able for the period ex
tendinf{ frmn NoYemher 30, mw. to and ineluding fiftten (15) days after such 
cotton was so sold or redeemed, and the Warehouseman shall not charge the holder 
of the warehouse t(:'('t>ipt representing such cotton for sen·ices rendered during 
that period an amount in exeess of that com1mted in 8C('1Jrdance with this agree
ment. 

3. Tht> Warehouseman 8hall, when the rotton is ordered 8hipped by the Corpora
tion, make Stl!'h shipments promptly. Storage charges shall aecrue up to, but not 
lnt'ludin~. the date of l'hipment if tlte rotton is shipped within a re-asonable time, 
8!1 dett•rmin!'d hy the Corporation, 11ftt>r receipt of shii>piug in~tructions and sur
l't'nder uf the wnrehouf.:e re<>eipts. It shii>ment is not made within f!Uch reasonable 
timl', storage rhltrgt>S shnll stop as of the date of receipt of shipping instntctions 
and ,.;urrender of the warehouse receipts. 

4. Wbt•newr any of the t"tttton is shipped upon the Corporation's order, the 
&!'<'rn<>d !iltnrnge l·hurges and c·harges fur other services authorized b\' it with 
re~Jlt'<'t to thf' rotton so shipped shall be Jl.'lid to the WarehouSt>man bv the Cor
puretlon within a renstmahlt> time after the prest>ntation by the Warebou.serrum 
to the f'orporntion of a t't'rtifi<>d invoice con~ring such charges. 

5. Srornge charges which ha\"1' al'<'ntM as of J:uly 31 of eaeh year with respect 
to Stll'h of rhe rotton as is represented by warehouse receipts held by the C<trpom· 
tinn on such date !:hall be paid b~· the Corporation within a reasonable time 
thN't'Htft>r, but the C(lrporation ~<hall not be obligated to pay sueh chargef; with 

:!fl~2i2-41-4 
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respect to any•of such cotton which is 8old by it or rt-det>mE'd from the loan prior 
to the date on which payment of the storage charges would otht>rwi:o:t> be madP. 

6. The Wart-housemen shall promptly notify the Corporation of any damage to 
the cotton while it is in the custody of the Warehouseman; recondition all cotton 
1'10 damaged without cost to the Corporation; and pay the Corporation for nll 
losses sustained by it by reason of any such damage. 

7. The Warehouseman shall hold separatelv for th~ account of tht> Cot"llOl'Htion 
an loose cotton which has accumulated from the trimmings of samples or smnplP 
hol~>s or which is otherwise taken from bales of the cotton and will dispose of 
snch loose cotton only as directed by the Corporation. 

8. The Warehouseman shall, without in nny way Jimiting its obligation 
under any other provisions of this agreement, insure, at it:> own expem;e, tlle 
cotton againl'lt loss or damage from fire for the full market value at the time 
and place of loss under a policy m· policies providing (•owruge similat· to that 
afforded in the standard firE' policy of the Htate in which the cotton is !>tored, 
and shall keep sueh rotton so insured so long all the warehouse receipt is 
outstanding. Such insuram·e shall cover any loss or <lamage canNed by water 
from the Warl'bouseman's sprinklpr systPm whE~re the use of the Rpriukll'r sy:.;tem 
was occasioned by a fire in the wart-house in whic·h such cotton is stored. 

9. The terms of this Agrl'ement shall preYail owr the written or priuteu 
terms of warehouse receipts repre~l'nting the cotton. This Agrf•r.meut !'hall, fll< 
to the rights and obligations of the Warehouseman and the Corporation 
respe.cting the cotton whieh arc·rne after Novemlwr 30, HHO, supersede any 
existing agreement between the Warehouseman au<l the Corporation. 

10. This Agreement shall continue in full force and effect until Jul~· 31, 
1942, and, thereafter, shall eontinue in full force and effect until terminated 
by either party's giving the other ninety (90) days' prior notice of its elediou 
to terminate the Agreement. 

In witness whereof the parties hereto have subscribed their names. 
CoMMODITY CREDIT Cm:PoRATION. 

By ------------------------------
Date --------------------
Witness: --------------------

Date --------------------
Witness: --------------------

COTTON-STORAGE AGREEMENT 

This agreement, made and entt-red into by and between the Commodity Credit 
Corporation, Washington, D. 0., organized and existing as an agency of the 
United States (hereinafter referred to as the "Corporation") and ___________ _ 
------------------ (hereinafter r~>ferred to as the "Warelloust>man''). 

WITNESSETH-
Whereas the Warehouseman controls by ownership or lease and operates 

a certain warehouse located at -------------------- and eommonly known as 
---------·--·-----··----;and 

the Warehouseman has in storage at ~aid warehouse rt-rtain eott011 
owned by the Corporation or pleclged under a 1938--39 Commodity Credit Cor
poration Cotton Form A or 1939-40 C'onunodity Credit Corporation Cotton 
Form A as security for loans, and 

Whereas the Warehouseman desires to continue to store such cotton and 
also to store additional cotton which may be delivered to the Warehouseman 
for storage by the Corporation 

Now, therefore, in consideration of the covenants and agreements herein 
contained, the parties hereto agree with each other as follows: 

1. The Warehouseman shall continue after November 30, 1940 to store the 
cotton owned by the Corporation or pledged under a 1938-39 Commodity Credit 
C{)rporation Cotton Form A or 19.'J9-40 Commodity Credit Corporation Cotton 
Form A as seeurity for loans, which is in storage in the warehouse on such 
date, and shall receive and store such additional cotton as may be delivered 
to him by the Corporation. Cotton so stured shall be referred to hereinafter 
as "the cotton". 



HEfWL:\TE WAREHOrSI~G OF COTTOX 47 

2. Itutes for ~tnrage aud other sen-ices rt'ndered by the Warehouseman with 
respect to the cotton shall be as follow~: 

1tm1 No. J.-Reeeiving, weighing, tagging, sampling, issuing warehouse re· 
ceiJJts, and placing In storage, per bale, 10 cents. . 

Item .Vo. 2.-Storage per bale per month or fractmn thereof, including fire 
tn~nrance. As JWr bid. 

Item So .. ~.-Re8ampling. including ranging and returning to storage, per 
bale, 10 cents. 

ltt?m No . . I.-Reweighing, including ranging and returning to storage, per bale, 
10 cents. 

Item No. 5.-Resampling at time of shipment or cotton on range, 5 cents. 
Item No. 6.-Heweighing at time of shipment or cotton on range, 5 cents. 
It""~ No. 7.-Compression from flat to standard density or from fiat to high 

d!'n~it\" Ot' from 8tandard to hi~th density, 30 cents. 
/In~ Xo. B.-Delivery shipside where cotton compression is not perfol'lned 

by the WartthousPmau, per bale, 15 cents. 
'urm No. 9.-Ranging for any purpose other than reweighing or resampling, 

per bale, 5 cents. 
Xo chargl' ~hall b~> made hy the Warehouseman for storage or handling of 

sampll:'8, fiat delin•r-r. or· loading on truc·ks into cars for shipment, includin~ 
tnruillJr ont, marki11g with one mark and one bead brand of not more than 
five !Prtl:'r:;, tlelhrring ('OillJII'e!'sed cotton shipside where compression is per
formed by the Warehouseman, picking out by tag numbers, and furnishing 
detailed weight sheets. All charges for other services rendered by the Ware
houseman are to be at the published tarifl' rates of the Warehouseman in effect 
at the time the sen·ices are rendered at the request of the Corporation. 

3. The Warehouseman shall issue negotiable warehouse receipts meeting the 
requirements of the Uniform Warehouse Receipts Act for all the cotton re· 
ceived by it for storage and 8hall promptly furnish, with respect to such cotton, 
detailed wt>ight !>beets in triplicate, such weight sheets to show tag and receipt 
numbers of the shipping warehouse together With the tag numbers of the 
Warehouseman. 

4. If any of the cotton is sold by the Corporation or redeemed from the loan 
thl'l't•on. the dwri{N1 pwridf'd herein, in the case of cotton in storaf!e on 
Nuwmt.er ;~o. l!I·W. l'hall I.e awlieable for the period extending from Novem· 
ber· 30, 1!140, to and indnding fifteen days after such cotton was so sold o1· 
redt.oenwtl, and in the ca:,;e of the cotton delivered to the Warehousemen for 
storage aflP1' Nowmher 30, Hl40, shall be applicable for the period extending 
from the date of sueh dt>lirt>rr to and including fifteen days Rfter such cotton 
was so lilold o1· redt>t•nwd; and the Warehouseman shall not charge the bolder 
of tlu• wnrt>hou!ile l't>eeipt reprt'S(>nting sueb cotton for services rendered during 
that }Wl'iod au amount in ex(-eSS of that computed in aecordance with this 
.Agref'mt>n t. 

;,, 'l'ht> · Wlll't>houseman ~hall, when the cotton is ordered shipped by the 
('orporntitm, makt> such shipmt>nts promptly. Storage charges shall accrne up 
to. hut llut iuclndiug, thl' date of shipment if the cotton is shipped within a 
rt"u:;{mahle time, as determined by the Corporation, after receipt of shipping 
iut'trut:tioll~ nud Stll'l'ender of the warehouse receipts. If shipment i.& not 
matll' within !<ndl 1·ea~onahle time, storage charges shall stop as of the date 
of l't,.·Pipt of ~<hipping instructions and surrender of the warehouse reeeipts. 

6. Wlwu('n~r any of the cotton is shipped upon the Olrporation's order, thl:' 
llt't'l'tll'd 10tnrngp eharges and ('hargt>s for other sen·ices authorized by it with 
resJI('Ct to the cotton so shipped shall be paid to the Warehouseman by the 
('orpnrntinn withiu a rt>asonahle time aftt>r the presentation by the Warehouile
m:m to till' Corporation of a C<'rtifit>d invoiee eovering such charges. 

7. ~t••ra:re dwrgt>S whieh lu1ve ll('('rut>tl as of July 31 of e-.ach year with 
rP>'JI('('t to i'tWh of the ('tltton llS is reprt>SI'ntt>d by warebous.- rff,.ipts held b\' 
th•• (',orpnr:Hi<•n Oil sm·h date ~hall be paid by tht' ('orporation Within a reaSOU· 
alilt> tinw thl'rt>:tftl'r. hut tht> C<W()()l'atinn shall not be obligated to pay !lueh 
<'ltnrllt'~ with t-e~pt:'t't to an~· of !':Ueb cotton which is sold by it or red~med from 
thl' loan Jlrinr to tht- •l:ttt> on which payment of the storage charges would 
otht•rwi>:t> \)(' m:hlt>. 

s. Tht> W:u•t>lwu>:t>man 11hall pr(lmptly notify the CA.lrporation of any damage 
to tlw <'otton while it is in th(' enstody of thi> Warehou!lf'man; reconditinn ull 
<'ottou j;l() (htmR~ef'd without rost to the Corporation: and pay the Corporation 
fur all los~"S ~ustainf'd by it by reason of any sncb damage. 
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9. The Wanohonseman shall bold st'parately for the aceount of the Corporation 
all loose cotton which has accumulated from the tl"immings of samples or sample 
boles or whirb is otherwise takt.>n from balt>s nf the rotton and will dispose 
of such Joost> cotton only as directed by the Corporation. 

10. Tbe Wart>houS('man shall, without in any way limiting its obligation 
under any other pro\"ision of this Agreement, insu;-e, at its own expense, the 
eotton ngainl'lt Io~ or damage from fire for the full market valut> at the time 
and place of loss under a policy or policies pro\"irting coverage similar to that 
afforded in the standard fire policy of the Stntt> in which the cotton is stor!.'d, 
and shall kl'l'p sneh cotton so insUI'!.'d so long as the warehouse r!.'eeipt is out
standing. Such insurance shall cover any loss or damage caused by water 
from the Warehouseman's sprinkle-r system where the use of the sprinker 
syl'ltl'm was oecas'one-d by a fire in the warehouse in which such cotton is stored. 

11. The terms of this .Agr('ement shall prevail over the written or printed terms 
of warehouse receipts representing the cotton. This Agr!.'!.'ment shall, as to the 
rights and obligations of the \Vart>houseman and the Corporation respecting 
the cotton which acct·ue after Xovemher 30. 1940, SUIJI'rsede any existing agree
ment betwl'!.'n the Warehouseman and the Corporation. 

12. This Agreement shall continue in full force and efft>et until July 31, 1942, 
and, thert>after, shall continue in full force and effect tmtil terminated by either 
p:uty's giving the other ninety (90) days' prior notice of its election to tt>rminate 
the Agreement. 

In witness wht'reof the partil:'s hert>to ha\"e subscribed their namt>s. 

CmnwDITY CREDIT CoRPORATION. 

By ------------------------------
Date --------------------

Witness: --------------------

(Warehouseman) 

By ------------------------

(Title) 

Date -----------------
Witn{'SS: --------------------

COTTON STQIUGE. AGREEMENT 

This agreement. made and entet~ into hy and between the Commodity 
Credit Corporation, Washington, D. C., organized and existing as an agency of 
the Unite-d States (hereinafter N'fe-rre-d to as the "Corporation") and --------
------------------------ (hereinafter rt>ferred to as the ''Wareboust>man") ; 

WITNESSETH-
Wht>reas. the warehouseman controls by ownt>rship or lease and opt>ratt>S a 

certain warehouse located at -------------------- and commonly known as 
--------------------- ; and 

WheN'as, the WaN'bouseman de!lirf'S to make its facilitit>:o; a\"ailable to the 
Corporation for the- stornge of cotton delivert>d to the Warehouseman for 
sh1rage by the Corporation : 

Now, tht>rt>fore, in consideration of the co\"e-nants and agreements herein 
contained. the partif'S ht>reto agree with each other as follows: 

1. The- Wart>honill'man ~hall reeeive and store such cotton (hereinafter re
ft>rre-d to as "the cotton") as may be deli\"ered to him by the Corporation. 
Rates for storage and other serdees rendered by the Warehouseman with re· 
speet to tht> cottnn shall be as follows: 

Jtrm So. 1.-Reeehing, weighing, tagging. sampling, issuing warehouse re
ceipts, and placing in storagt>, per bale, 10 eents. 

Item ~·o . .?.-Storage per bale per month or frnction thereof, including fire 
in!:Ul'llnee-As per bid. 

Item No. ,J.-Rt>sampling, ineluding ranging and retUI'ning to storage, ).l('r 
bale, 10 tt>nts. 

Item No. ~.-Reweighing, including ranging and returning to storage, per 
bale. 10 cents. 
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Itrm Nfl. 5.-fu!samplin~e at tim(' of shipm('nt or cotton on range, 5 C('Dts. 
Jt,·m No. li.-fu!w('ighing 11t time of shipmPnt or cotton on range, 5 cents. 
Item No. 7.-Compres!'lion from flat to standard density or from fiat to high 

df'nsity or from ~tandard to high density, 30 cents. 1 

Itrm No. 1(-DPlivery ship~irle whHt> cotton compression is not performed by 
th~> War+>hon&•man, per hale, 15 cents. 

Item .No. 9.-Ranging for any pUI'POse other than r~>wt>ighing or resampling, 
pt>t' hale, 5 (•t>nt~o~. 

No dJiil'gl• t'lllall be mad1• by thl' WarehouS<'man for storage or handling of 
to~Htuples, flat deliw•ry m· loading on trucks or into <·ars for shipment, including 
tnrning out, markinl! with one mark nnd one head brand of not more than five 
letters, dl-'liYI'ring compl'f'Fi~l cotton !'hipsidf' where compression is performed 
by the> Wat'f'hout'll'man, plc·king out by ta~ numbers, and furnishing detailed 
wt>ilo'ht sht>t>ts. All charges for other sen·ices rendered by the Warehouseman 
at'l' to bt> at the pnblit'hed tnrlff rntPs of the> Warc>houseman in effect at the 
timl' tbl' I"Prvi<'es are rend!>rl'd at tht.> rt>quPst of the Corpot·ation. 

:!. The Wat'PiHntr-wmnn !!hall is~ue negotiuble wnrehon81' receipts meeting the 
t'l'qnll·rm('llts of the> l'uifot·m Warl:'honse Receipts Art for all the cotton receiyed 
of him fot• !'tnral'e 1111d shall promptly furnish, with respect to such cotton, 
detHill:'d wei~ht sht>t>tl' In tripli(·utE', Ru<·b \Wight shet>t!ol to show tag and 
1'1-'r~>lpt ntlmbPrs of the shipping warc>house togethc>r with the tag numbers 
nf the War!'bonst>man. 

3. If thP wart>houKe recelpt(s) l'P)ll'l'~l'ntiug any of the eotton are traus
ft>l'l'Pd, the c·hargl:'s proYided llerein shall be applicable for the period extc>nding 
ft·om thf' dnte the> cotton was delh·erc>d to the Warl:'houseman for storage to 
nnd including fiftel'n day~J 11ftt>r thl' warehouse receipt(s) was (were) trans
fl't'l'(•d by the ('orporation; and the WarehouKeman shall not charge the hold
<•r ( s l of the warehnn~ J'ecl:'ipt( s) t·epre~enting stwh (•ott on for seryices ren
derl'd during thnt p!'riocl an amount in excess of that computed in accordance 
with this Agrel'ml:'nt. 

4. Thf' Wat·ebouseman shall, when the> cotton is ord!'t·ed ship{ll'd by the 
C'ut'lJorntiou, make> stwh shipment~ promptly. Stot·a~e chat·ges shall accrue up 
to, but not intln<ling, the date> of shipment if the eotton is shippl:'d within a 
l't>!ll'lonable timl-', as determint>d by the Corporation, ufter receipt of shipping 
into~truetions and surt'endet• of thP wat•ehouse l'c>ceipts. If shipment is not mnde 
within !lueh rea~'nabl!' time, stornge cllat·ges shall stop as of the date of 
l'l'rdpt of shippiug instrnctioHs and snrrendl:'r of the warehouse receipts. 

5. Whc>ut>Y!'t' auy of the <•otton Is :o;hippc>d upon the Corporation's ordf'r, the 
ll('tl'lll.'d ~tm·agc> ellurges and charg('s for other services authoriz('d by it with 
1'1-'!'IJlect to the c·otton l'O shippt>d shall be paid to the> Warehouseman by the 
Oorpomtion within a t'Pasonnble time aftc>r the preflc>ntatlon by the Warebouse
mnn to the Corporation of a <'l'I'tified invoice co\·c>ring such charges. 

6. Stot'1Jgt> (•hlll'gt'F~ whi(•h h:we a('('l'U('d as of July 31 of eac·h year with 
l't'S))t'('t to I"IWh of tht> ('Ottnu as is representE'd by warehouse receipts held 
by the Corpot·atinn on such date 8ball be paid by the Corporation within a 
tPn~mutble tim+> thl'l'l'nftc>t', but the Corporation shall not be obligated to pay 
sneh eharg~>s with t·t>~ll!'('t to any of !'lueh cotton whieh is sold by it or redec>med 
from the loan prior to the date on whith payment of the storage charges would 
otht'I'Wi~l' be made. 

7. The Wut'l'honsPmHn sh:tll pt•omptly notify the> f'orporation of any damage 
to tht' cotton whil~:> it is in the custody of the Warehou(il{'man, recondition 
all rotton t'O danm~f'd without CO!'t to the Corpot·ation; and PIIY the Corporation 
for all hl8~t'S ~llfltnmt'd by it br r!'ason of any such damage. 

8. The Wat't'ltou~num ~hull hold separately for the aceount of the Corpora
tinn all ltlo~l" cotton whieh has a{'Cumulated from the trimmings of samples 
ot· ~ample holt's or whil·h i8 othl'l'Wif;(' taken from ball's of the cotton and 
will ,~ispo~ of ~>uch louse t•ottot~ only as directt'd by the> Coi'J.)Oration. 

!l. I he \\ nrl-'honsl'mnn llhall. wtthout in any way limiting its obligation under 
any othet• I>rovwon of this Agr(>('mt>ut, insm'(', at its own expen~. the cotton 
ngnmst loss or damage> from fit'f> for the full market value> at the time and 
llhtt't' ~~~ lo>'!l undrr a polit'y or policii'S providing co,·et'llge similar to that af
fnrdt'<l Ill the standnt·rl fit't' JlOlit'~' of the State in whil·h tht> t'Otton is stored, 
and. sh11~l kee~ sueh cotton so insul't'd so long as the warehouse rl"('('ipt is 
<lllll•tntu)tllf!', 811(·h insm·an<'t' shall ('OYl'r anv loss or damagt> caused br water 
from thi> Wan:hou!ll:'man's llprlnkll'r SYStt>m when> the U!!f> of the sprinkll't S\'8-
h'ln was Ol.'('a~llml'd hy a tit'!' in the warehonS~> in which such cotton is sto~ 
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10. The tet·ms of this Agreement shall prevail over the written or priutell 
terms of warehouse receipts representing the cotton. 

11. This Agreement shall continue in full force and effect nutil July 31. 
1942, and, thereafter, shall continue in full force and effect until terminated 
by either party's giving the other 90 days' prior notice of its election to 
terminate the Agreement. . 

In witness whereof the parties hereto have subscribed their names. 
COMMODITY CREDIT CORPORATION, 

By -----------------------------------
WitnesS..--------------------- Date --------------------

-----------ware!loli"seinan __________ _ 
By -----------------------------------Witness_ ____________________ _ 

Title 
Date --------------------

Mr. REED. I made some figures on this $5,000-per-day saving at 
lunchtime, and the best estimate I can make is that it would be some
where between 20 to 25 cents per bale per annum. I believe the differ
ence in the cost of storing and marketing the producer's stock under 
the loan itself would exceed that saving, even if he did not contribute 
the cotton that was marketed. 

Senator ELLENDER. With respect to that $5,000 figure, how much 
more would the cost of storing be if the Commodity Credit Corporation 
should be forced to take the average for the years 1936 to 1940, the 
average prescribed in section 3 of this bill, in determining a reasonable 
rate1 

Mr. REED. Well, the present rate is 121:2 cents, which is supposed to 
be, and I think it is, an average of what the Department was able to 
obtain on cotton prior to the present contract. 

Senator ELLENDER. Now, my information is-I may be wrong about 
it-we will get to that later-that the average rate on cotton between 
1936 and 1940 would be about 20 cents per bale and the highest wonld 
be as much as 25 cents. 

Mr. REED. That would be a weighted average. I do not believe the 
weighted average would be that much, because your big stocks have 
been accumulated on the lower rates. 

Senator ELLENDER. What do you mean by "weio-hted" ~ 
Mr. REED. The weighted average would be the bales of cotton times 

the rate, and then averaged per bale. For instance, if you had a 25-
cent rate and 100 bales, and a 121:2-cent rate and 1,000,000 bales of 
cotton, there would be practically no difference in the average in the 
12~~-cent rate. 

S~nator ELLENDER. But, as I understand it, figuring on the cotton 
that was Government -owned cotton and the cotton in which the farmers 
had an equity, the average cost of storage between 1936 and 1940 would 
be 20 cents~ 

:Mr. REED. The average of it would be somewhere around 18 cents, I 
think. 

Senator ELLENDF.R. Of course, we will get those figures later, and of 
course under this bill, whenever the Department would consider what 
reasonable rates are, they would have to use that as a yardstick, would 
they not, if this bill were enacted as written f 

1\Ir. REED. No, sir; I do not believe they would. I think that they 
would not be required under this bill to use the simple average of the 
figures. It says: 
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In determining reasonable rates fnr the warehousing or storage of cotton .for 

the purpose of tbh• act, conl'idf'ration shall be given to the ~ates ~or such set·vtces 
wl1ith have be~>n in t>ffrct during the years 1936 to 194(), mclust'l'e, and no con
sideration :;ball be giwn to unusually law rates at which facilities are available 
br rf'a~on of abnot·mal dislocations in foreign commet·ce. 

Now, to place a standard in there for the fixation of the rates and 
re,qnire them to cons~der it does not me~n .that the~ have. to ~ctual~y 
u!Se it. They have s1mply got to take 1t. mto cons1deraho!l m. the1r 
calculations, and I would say that that 1s not a legal obhgatwn to 
simply use the ayerage of the 1936-40 rate. 

Senator ELLENDER. Then why put it in the bill~ . . . 
Mr. REED. It is customary where Cong1:ess presc~1bes a regulatiOn m 

tei'Jnf;, it fixes on the Department an obhgah?n w1th respect to t~ose 
regulations that they also fix standards to gmde them by. That 1s a 
standard to guide them. . 

Senator ELLENDER. I do not know of any other standard placed m 
the bill that tlwv would have to use. In other words, as I view it, 
tlwy would be 1:elegated to the provisions of section 3, and. would 
have to take that as a guide, as I view it. 

~fr. REED. I think they would have to consider what the rates 
'\'\·ere during that period, but I do not agree, Senator; that they would 
have to fix It on the basis of the average of 1936 to 1940. 

Senator AIKEN. Your real intent is to continue such rates as are 
now gl:'nerally in effect? 

Mr. REED. Yes, sir. 
SPnator AIKEN. That would cover it. 
Senator ELLENDER. Of course, that would be a different proposi

tion, but under th!:' proYisions of section 3, as I understand it, the 
Drpartment. would have to raise the rates. There is no doubt about it. 

tlrnatur McKEJ.LAR. That was not the intention at all. The pur
po!'e was that the rule :;hould not be fixed simply because a lot of
not a lot, bnt brcause certain warehousemen that have their ware
hont-es on the coast now, and are not full of cotton because we have 
]o:;t our export trade, in such an emergency they could afford to put 
it down tlwre for 1 c<'nt a bale or half a cent a bale. They would 
makP just that much, because those facilities are not being used there 
now to the ('Xtent that they were intended to be used when they were 
huilt, and that sort of nn em<'rgency should not be taken as a criterion 
for general rates. That is all that was. 

Senntor ELLENDER. Well, Senator, in that connection, personally, 
I do not lwlie,·e that Congr<'ss ~hould stand for this cutthroat com~ 
1wtition with rPspeet to storage. 

~t'nator McKELI.AR. I am glad the Senator has made that state
ment. 
~nator Eu.ENDER. And if there is any way by which that can be 

stoppetl, I thin~ it ought to be stopped. 
~t·nator ~fc ~ELLAR. That was the purpose of this section 3. I 

ptX'parerl tlu~ b11lmyself by very careful and painstnking effort and 
t~wn hmwd It.ovt>r to the drafting committee, which changed it'very 
httlt\ They. dtd muke a sug(l'estion with reference to section 3, which 
I Yen· t"t'adJly arrepted, a~1'a which was put there for the purpose 
that t hnw i'tnted, and whtch the Senator says he feels is right, that 
\W ou~:ht not to let tl111t hi' controlling in a case of this kind. in this 
<'nwrgt•ncy. ' 



52 REGULATE WAREHOl:SIKG OF COT'fO~ 

Senator McKELLAR. And in that connection, Mr. Reed, as I sug
gested this morning, it might be well to put into the record such 
evidence as you may have available, simply to show that it is only 
because of the fact that you have a lot of this cotton on hand, this 
enormous surplus, that the warehousemen are able to store the cotton 
as cheaply as they are now storing it. 

Mr. REED. Yes·; I will try to ~pve exact figures on that. 
Senator ELLENDER. I can readily see that. 
Senator BANKHEAD. Mr. Reed, I did not understand clearly yonr 

statement about the $5,000-a-day saving. 
Mr. REED. I am going to try to work it out to the best of my 

ability with the information at hand, for next Thursday, but I would 
say that a pretty close approximation of that would be between 20 
and 25 cents per bale. That is per annum, for the Government 
cotton in storage. 

Senat0r AIKEN. You mean 2 cents under the prevailing rate~ 
Mr. REED. About 2113 cents, yes. I would say that that saving 

of 20 cents per bala per annum will not equal, will not be anywhere 
near the additional cost that is going to be imposed upon the pro
ducer to market his cotton independent of the loan, or hereafter to 
put it in the loan. And I want to read something out of the report 
of the Secretary of Agriculture on that thought.. 

Senator McKELLAR. What is the date of that report~ So there 
cannot be any question about it. 

Mr. REED. This is the report of the Secretary of Agriculture 
for 1940, page 116: 

The quantity of cotton withheld from marketing by the 1039 Govei'Dment
loan program was only about 25,000 bales; whereas, in 1938, over 4,000,000 
bales wns plact'd in the loan, but more than half of this 1938 loan cottdn 
was withdrawn and market(:>d during the 1939-4(1 season. 

Now, I want to make this point with respect to this: Suppose you 
did save 20 cents a bale, and as a result the producer's rate for the 
marketing of his cotton took it off the loan, ·took it out of the 
Government's hand, that 20 cents might wean the difference between 
the Government owning that bale of cotton and the producer selling 
it, and then where are you with your loss and your savings? 

There is one other quotation! want to make from page 117 of 
the Secretary's report: 

The shock of the d~line in the Pxport market for cotton is being cushioned 
by the Government loan. With limited stocks of nonloan cotton from previous 
ct·ops carried over in commet•cial warehouses, domestic prices are being sup
ported at about the 1940 loan rate. 

This industry that is here today has been the vehicle through 
which that was accomplished. 

Now, I want to take up this question of port storage. The people 
for whom I speak are not here trying to defeat port storage at any 
point, and I want to point out to you that there is a large territory 
from which the port facilities can reconcentrate cotton without loss, 
and go to the domestic market. For instance, New Orleans can draw 
cotton from Mississippi up as far as a line running from Vicksburg 
over to Jackson through New Orleans to the southeast, without 
penalty. Thev can reconcentrate from all of the State of Louisiana 
and some small part of Arkansas-very insignificant. This cotton 
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may move to NP'\\' Orleans for con(entration and reshipment to the 
domet;tio market without loss. 

T<·xas cotton can move through Houston and Galveston in ,reeon
centration service without loss. 

Now, we waut to preserve for the b.e•~efit of th~ Governme~t. 0;nd 
the producer, and ev('ryone. else, the pnv1l~ge .of usmg port fa~1ht1es. 
We have no idea of fret'zmg the cotton m 1ts present location., I 
do not believe that the McKellar bill will freeze it in its present 
location. but there is some doubt about it becauFe it may repeal the 
Banklwad Act, and in the Bankhead Act are provisions for the 
reconcentrntion of C(>tton under conditions that force its reconcen
tration. For instance in the case of congestion. A facility may be 
congel'lt<'d in the interior. I think there was probably some conges
tion this lnst year. The produeer there, by reason of that conges
tion, would be deprived of the facilitifs to market his cotton. You 
have got to reconcentrate that somewhere else, and the port facilities 
have been the plaee where it has been reconcentrated, largely. 

Improperly warehoused cotton. Unfortunately, there has been 
some of that, where they violate the tenns of the loan agreement. 

Senator McKELLAR. The only complaints on that, though, came 
from points in West Te~as, did they not~ 

l\Ir. REED. No; I believe there has been some improperly ware
housed at several places, but the trouble concerning congestion in 
West Texas, Senator, was due to violation of the terms of the loan 
agreement. They have the privilege of reconcentration. 

Kow, we suggest, in order that there be no doubt about the mat~ 
ter, that an amendment be carried in this act that will "preserve for 
the Government and for the port and everybody else the privileges 
that are now in the Bankhend Act. 

Senator McKELLAR. Mr. Reed, let me suggest thjs for your con
sideration on section 4 of the bill. Of course, this bill is not in
tended to repeal the Bankhead Act generally at all, because we want 
to retain that act, and section 4 says: 

All laws or parts of laws in conflict with or inconsistent with the provisions 
of this Act are hereby rept'aled to the extent of such conflict or inconsistency. 

Now, we were unable to find any conflict or inconsistency between 
~his act and the llankhead Act, and it was thought that that covered 
It, but as I told you, and as I told other members of the cotton in
dustry, the cotton warehousing industry, who spoke to me about it, 
I was perfeetly willing to aceept an amendment that would specifi
cally keep and retain the provisions of the Bankhead Act. 

~[r. REru. Senator, on your idea there, here is the doubt that has 
ansen--

Sl'nator McKELLAR (interposing). I will be very glad to hear it 
beeause I am perfectly willing to aecept it if there is any doubt. ' 

Mr. REED. Here is the doubt that has arisen: Under section 2 
doubt has arisen as to whether or not the condition of congestion 
would gorern or. whethe~ the pro':isions of section 2 would govern. 
In ~ther words) d there IS congestion, do they have to comply with 
S('('tJOn 2 in order to reliere it~ 

Senator McKELLAR. In order to eliminate that I am perfectly 
willing to have it amended. 
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Senator BANKHEAD. You might use the language, "That no part 
of this Act shall be construed to alter, change, or repeal any part 
of the Bankhead Act." 

Mr. REED. That is precisely what I have here. May I read it~ 
Senator BANKHEAD. Yes. . 
Mr. REm. I suggest that you add at the bottom of section 2 this 

language: 
Provided, however, that, subject to the provisions of section 3 of this Act, 

any cotton in which the Commodity Credit Corporation is interested may be 
reconcentrated to other points, and provided in the Act commonly known as 
the Bankhead AQt being Public Act No. 660, Seventy-fifth Congress, chapter 480, 
third session. 

Senator McKELLAR. I have no objection whatsoever to the inclusion 
of that amendment. 

Senator ELLENDER. On that particular reference, having obtained 
the consent of Congress, that gives the Department absolute au
thority to reconcentrate the cotton regardless of the consent of the 
producer, the objection of the warehouse company or anyone else. 

Senator BANKIII!AD. I do not know that I am going to agree with 
that. You may go too far. 

Mr. REED. They have that authority now, Senator, under the 
Bankhead Act, I think. 

Senator BANKHEAD. Under certain conditions. 
Senator ~IclV:LLAR. May I make a suggestion? Senator Bankhead, 

the chairman, is absolutely familiar with the terms of the Bankhead 
Act, and he is absolutely familiar with the terms of this act, and I 
suggest that> he look it over and snbmit such an amendment as will be 
acceptable to him. 

Senator E:r.u:NnER. It might be well for the witness to snggt>st his 
own views as to amendment. After that we can get together. 

Senator ~lcluLLAR. This committee will do that. 
s~~nator ELLENDER. We will have to do the amending. 
Senator McKEllaR. Yes; but I am willing to acc('pt the amendment. 
)fr. REED. The final thing I have is that Mr. P. E. Herrold, mamtg£>r 

of the Oklahoma Cotton Cooperative Association, has af'ked that I 
state in the record that it is the feeling of his members that under 
present conditions Governml'nt loan cotton should remain stored in 
warehouses at originating points in Oklahoma; therefore we are sup
porting the McKellar bill, 262. 

That is all I have, ~Ir. Chairman. I would like to caB some of these 
witnesses now. 

Senator BANKHE.\D. Gentlemen of the committee, questions are in 
order now by anvone who wishes to question the witnef:S. 

Senator Er.I.ENDER. Mr. Chairman, I would like to ask him-he has 
gin~n us some facts, and I would like to ask him a few questions with 
respeet to the effect of the bill as presented to the committee. 

As I understand this act, the Commodity Credit Corporation will be 
prohibited from accepting bids for the storing of cotton except as is 
provided in section 2. 

Mr. REED. Section 2 provides the only method by which they could 
rall for compf'titive bids. 

Senator ELLENDER. So that the provision made in section 1. whereby 
it is provided that if the Commodity Credit Corporation cannot agr{'·e 
to terms acceptable to the warehousemen, they may resort to advertise
ment and competitive bidding~ 
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:\lr. REED. 'lltat is. almost precisely the present system. 
~enator EILE:SDER. But now, should they resort to competitive bid

din(' would they not be. under that condition, relee:ated also to section 
2 i~· that all cotton warehoused or stored under any contract or 
a;-ranrrement made by the Commodity Credit Corporation shall be 
warel~used or sto1·ed· in the nearest locality to the place where it is 
produced~ 

~Ir. RF.ED. Or to the place where it is located when such contract 
Hranl!ement is made. 

Senator ELLENDER. What is the purpose, what is the idea then, 
what is the advantage of competitive bidding, if under both condi
tions, that is, where the Commodity Credit cannot reach a ,satisfac
tory bid, they must resort to section 21 What advantage is it to 
hav~ a competitive bid svst<>m, as is provided for in the bilU 

Mr. REED. Let me illustrate that. Suppose we had cotton at Lub
bock, Tex.-that is about as far west as you can get-and the lowest 
bid wa:-; at. New Orll'ans. That would he the neare!oot point at which 
you had the lowest. bid, would it not~ So, therefore, under section 2, 
if they were unable-! want to illustrate this point-if m1der sedion 
2 at Lubbock. Tex., they were unable to get a satisfactory rate, and 
the ne:H'l"st point that that was bid was New Orleans or Atlanta, Ga., 
it would still be, under the terms of the bill, a possible point of 
roconc..>nt ration. 

Senntor ELLENDER. No; because seetion 2 provides that. the cotton 
shall be stort>d or W!U'l"housed in the localitv nearest to the place 
vdwre it is produced, wh!'re it is grown, whe1:e it is made. 

s~nator l\Iclu..LLAR. Or to th~ place where it is located. 
Senator ELLENDER. That is for cotton that is now in storage, Sen

ator. Wh('n that go('ii; ont, then you are relegated to the first provi
sion in Section 2. Now, it is my cont<>ntion-1 mav be wrong, and 
that. is what I would like to have you as a lawy<>r give to the com
n,littN\ Y.our views as to whether or not the Commodity Credit 
( orporatwn, "'uuld be bound to accept the bid of such warehouses 
as may he lol·ated where that cotton is actually grown and produced. 

Mr. Rr.rn. I read that "nearest locality to the place where it is 
produced, or to the place where it is located" to mean the nearest 
locality at which satisfactory facilities can be obtained at ·reasonable 
rates. 

Senator ElLENDER. 'Where do you get that language~ 
:Mr. REED. You have got to paraphrase that, Senator. In other 

words, there are two prt.>dicates there, either of which may he US(>d 
by the Department. · · 

SL•tul.tor EIJ..ENDER. You mean after the "or to the place where it is 
l<X·ated when such contract or arr11ngement is made"~ That would 
npply to exi:o;ting cotton, of course • 
~k Rr.rn. That. is at the time the contract was called for. 
St'nator BANKHE.ID. That. might be cotton produced this Year, if 

) Oll do not call it till 11€"Xt year. • 
Mr. REED. Ther~ is some doubt about the matter, Senator, and we 

want to ha,·e that point cleared up. 
&nator EIJ..E:!I.""DER. Well, that language would convey this thought 

to lne, that the Commodity CrOOit Corporation would be bound to 
accept. warehousemen locatM where that cotton is produced. 
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Mr. REED. You can make that contention under that lnngua{)'e, 
St>nntor, and that is one of the rPasons why we suv it is inaccurate~ 

Senator ELLENDER. So that, if the law were so hiterprett>d, it would 
simply mean that any warehouse facility that is located far from 
the production point of cotton would nof have any cotton 1 

.Mr. REED. As I understand it, under thnt language it is also pos
sible to say thnt the nenrest available facility at. a reasonable rate 
might even be Atlanta, Ga., for Lubbock, Tex.~ cotton. But I agree 
with the contention that you are making~ and because that contention 
is possible, we have thought it advisable to suggest. to the committee 
that it be Cleared up. 

Senator BAXKHEAD. So far as I am concerned, and speaking gener
ally, I think the cotton ought to be kept in the community where ware
house facilities at reasonable rates are available. 

Mr. REED. That is our belief. 
Senator R\NKHEAD. I do not think this langt1age intends to provide 

for the storage at any particular place. That is not the intention. 
This is an interior proposition, so far as storage is concerned before 
it is ready for shipment. I do not object to its going to New Orleans 
but I do not want to ship cotton clown there just for the purpose of 
giving warehousemen in New Orleans storage facilities and take it 
away from the fellow in the county where it was produced. 

Senator E.LL.ENnFJt I do not want that. I do not think you do 
either. Of course, I do not know what practice this Dt>partment has 
been following. 

Senator BANKHEAD. I am not. speaking of Ne\v Orleans solely. I 
am speaking of Mobile and other ports also. 

Senator ELLENDER. 'Yell, I do not have K ew Orleans in mind. I mn 
thinking of this thing as a whole.. You can take the port of Savannah~ 
the port of Charleston, in all of those poris there is hardly any cotton 
grown in the inm1ediate vicinity of the port. 

Senator R\NKHEAD. But those warehouses were built to take care of 
export business; the interior warehouses were intended to take care 
of local business. 

Senator ELLENDER. I understand that; but personally I clo not be
lieve that anv cotton should be removed from the interior that would 
be pnrchase(i, let us say, or used by mills in the interior. I think it 
is folly, for instance, to ship cotton from Memphis, Tenn., to New 
Orleans and then back from New Orleans to some point in Tennessee 
to have it manufactured into cotton goods, but the Department, I am 
informed, has bt>en following the policy of not sending cotton, let us 
say, to New Orleans or to Savannah or to any port unless it was destined 
for export and not for use in the interior. 

Senator BANKHEAD. I think that is sound doctrine. 
Senator McKELLAR. But that is the policy that is being pursued, 

as will be shown a little later. But let me call the Senator's attention 
to the remarkable situation that I learned only this morning, about 
a district in Geor11ia which is, I think, within about 100 miles of 
Savannah. If thi: program of the Commodity Credit Corporation 
goes throu.gh, it would take e\·ery. bale of that cotton to ~avannah. 
That district has over 100 cotton mills that use that cotton nght there 
at home and yet it would take it away and have it stored in Savannah, 
and the~ have to ship it back to the _mills in that very congressional 
district. That ju~t illustrates the thmg that we are up agamst here, 
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and we do not want to do anybody an injustice, New Orleans or any 
other port or any other place in the country. The purpose of this act 
is clearly set ont, it l:win~ the purpose to continue in effect the system 
o£ warehousin~ or storin~ such cotton in cotton-producing States near 
the places where such cotton is produced, in accordance with the system 
in effect during the year 1940. Now, I know the Senator will agree 
to that. 

Senator ELLENDER. But the. language of the bill is not responsive 
to your intentions, Senator McKellar. · That is what I am trying to 
point out. 

Senator McKELLAR. If the Senator can strail!hten out that language 
so as to make it any clearer, we will be glad to adjust it. 

Now, are there any other questions~ 
Senator BANKHEAD. Are there any other questions of this witness 9 . 

Thank you, Mr. Reed. 
Senator 1\lcKELLAR. I will turn over to Mr. Reed the calling of the 

witnesses. 
Mr. REED. I will call Mr. Fletcher. 

STATEMENT OF C. B. FLETCHER, CORDELE, GA., REPRESENTING 
THE CORDELE COMPRESS 

Mr. FLETCHER. Mr. Chairman and gentlemen, my name is C. B. 
Fletche1'. I am from Cordele, Ga., representing the Cordele Com
press. I am secretary-trl'asurer of the Georgia Warehouse & Com
press Association, and president of the South Atlantic Association. 
That is mnde up of warehouses in Alabama, Georgia, and the two 
Carolinas. We want to concur in Mr. Reed:s statements. 

Mt·. REED. Will you tell the committee about the size of the com
munity in which you have that facility~ What is the population of 
Cordele~ 

Mr. FLETCHER. Cordele is 8,000. 
l\k Rr.Eo. And about what is the size of your facility~ 
~lr. Fu.'l'CHER. Twelve thousand bales capacity. 
Mr. HEED. What is the average stock that you carry there? 
~k FLETCHF.R. ".,.ell, our stock now is pretty low. The 1938-39 

('Otton is sold, und just about all of the 194:0 cotton is out of the 
loan, so we only have now about 4,000 bales. 

M1·. Rr.to. Twelve thousand bales is your capacity? 
l\k FLETCHER. Yes. 
1\lr. REED. ""'hat is your judgment, Mr. Flekher, as to whether 

or not you would hnre to increase your rate in the event they cut 
tlw rate on the stoek you hne on hand, or reconcentrate it elsewhere~ 

~\Ir. FLETCHER. It is ob,·ious that we would have to. 
~Ir. REED. That is all, Senator. 
~euator Eu.ENDER. To what extent would you have to increase 

tho~ ratt'S, ~Ir. Fl(>tched 
Mr. Fu::TCm:R. We do not get-we have a compress in our facility. 

ThHe are very few compresses left in that section, only two or three. 
The bulk of the warehouses do not get any revenue from compression, 
like the big plants in the West do. All of theirs is dealing in cotton 
nnd storin~ eotton. The char~e is now about 50 cents a bale. Cotton 
that is not going in the loan but is just brought in a bale at a time 
hy thl' producer, to be store.d for a month and then sold, 50 cents a 
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b1tle is the average charge. It used to be 75 cents or a dollar. The 
warehouseman acts as the salesman. He just puts the samples out 
on the table and gets a bid on it. He keeps in touch with the buyers 
and the mill men, and has their limits before him to bid on all the 
time. . 

Senator ELLENDER. How long have you been storing cotton? 
Mr. FLETCHER. This plant was built in 1912. 
Senator EIUNDER. Now, assuming that we will go back to nor

malcy, that is, with our regular carry-over of cotton of four and a 
half to 5,000,000 bales instead of this enormous 12,000,000-bale sur
plus that you have been having, due to the fact that we cannot ship 
to Europe and other countries, how much more would you have to 
ask for storing cotton under the prevailing prices, in order to obtain, 
let us say, the same profit~ 

Mr. FLETCHER. I would say at least 25 cents a bale. 
Senator BANKHEAD. You would have to raise it 25 cents~ 
Mr. FLETCHER. Raise it to 25 cents. 
Senator ELLENDER. In other words, you would have to raise it for the 

first year from the present 15-cent rate to 25 cents. Is that right? 
Mr. FLETCHER. Yes. We could not afford to carry it-in fact, we 

are not making any money, the small warehouseman. This 12%-cent 
rate is just down to the bone. The insurance rate in many of our 
plants, I would say over half of them~ runs from 5 to 8 cents. We gl:'t 
12%, and the insurance is over half of that. 

Senator ELlENDER. Now, that rate of 25 cents would be for the first 
year. What would be the minimum for the second yenr that you could 
operate uncled · · 

Mr. FLETcHER. The lowest rate that I have known in my compress, 
in our experience sinct> I have been in the businE.>ss, since 1919 has been 
a 20-cent rate. 

Senator ELLE~'llER. Now, the only reason, as was pointed out by Mt·. 
Reed-

Mr. FLETCHER (interposing). That did not include the insnrance. 
The shipper carried his own insurance. 

Senator ELLENDER. And, as was brought out by Mr. Reed, the only 
reason why yon are able to carry that cot~on at the 15-ce~t rate for the 
first year and 12% cents the second year 1s because of th1s dead cotton 
that you have on hand, that you can keep for longer periods than you 
ordinarily would? 

Mr. FLETCHER. It helps, Senator. It is not the only reason. As I 
said, we are not making any money now, and if the rate were lowered 
it would put many of the small warehousemen out of business. 

Senator McKELLAR. What is your nearest seaport~ 
:Mr. Fr.:ETCHER. Savannah. 
Senator :Mc:KE.u.An. Assnming that the plan of the Dl:'pnrtment goes 

through. vour cotton would naturally go there? 
~fr. FiETrnrn. Yes; it would go to Savannah or Atlanta. The 

Southeastern has several plants, three or four plants in Georgia. At
lanta has been leased to the Government. They have a good deal of 
:"pace in Augusta, I think, and in Athens. 

Senator McKELLAR. How much of this cotton is manufactured into 
goolls in your district Y You have mills in that district, have you not W 

~ r. FLETCHER. Yes; we have a few, but the main mill is in the north
Prn part of the State. I happen to be in the central part, south central. 
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W t> ha vt> a few mills right at our back door. 
Srnator :\lcKELL.\B. Can you see any reason for the Government 

~tm1ng its cotton in the ports at a time when there is practically no 
t>xport. trade~ ' 

)fr. FLETCHER. No. 
Senator McKF..LLAR. Is it not bound to be more expensive to hanl this 

cotton to the ports and then haul it back to the mills~ 
Mr. Fr.ETCHER. There would be a back haul involved; yes. 
:'4Pnator McKElLAR .. \nd I wonder if you know whether or not, 

whf'n tlH•v !'!'concentrated this cotton-you were in business in 1930, 
1934. 1935, and 1936 ~ · 

:\fr. FLETCHER. Yes, ~ir. 
~rnntor Mcl{J':r-J..AR. Whf'n thPy reconcentrated this cotton you took 

Hllllpl<>s ont of it when they put it in another warehouse? 
:\lr. FLETCHER. Yes; the cotton was re!'ampled then. 
SPnator McKELLAR. If I r<>member correctly, the warehousemen re

. quired sampli's-they tlwmselws required th~t they take samples so 
:Hl to be ci'rblin that the bales correspond wtth the samples. Is not 
that trueY 

M , .. FLETCHER. ThAt is trne; and this cot ron, if it was to be recon
f'Piltrat.(>d now, Wt> warehou~t>men who operate under the United States 
W arf'hou!'(' Act, Ferleral syst('m, it has got to be resampled again, and 
thPy could put nn tlw fare of tht> n•ceipt 1'Cotton not graded, by request 
of tht> DPpartnwnt." and avoid that. But in all Federal warehouses 
it is customary to t'('satnple it and have it regraded, unless they could 
l!('t ~lwse Of!YernmPnt grades, and attach it and make it part of the 
f(l('t>Jpt. 

~nator BANKHE.\D. You spoke of a number of large plants in 
.\tlanta .. Might it not l.e rt>conceutrated in Atlanta~ 

~fr. FLETCHER. Tlwre iH no space in Atlanta, I think. Augusta and 
Atlwns are tht> only two I know of in Georgia that are willing oo take it. 

Srnutor lh~KHE.m \Vho owns those facilities¥ 
Mr. FLETCHER. Houthe.astern. 
SN1ator BAxKHEAD. Who is tl1at ~ 
1\Ir. FLE'l'f:m:R . .Anderson, Clayton. 
~<'nator B.\XKHEAD. They have got big warehouses o\·er in Georgia, 

too. have they not? 
Mr. FLET{'HER. Yes, sir. 
Srna tor Er.LENDER. Those are interior warehouses~ 
Mr. FLETC'HER, Yes. 
~enator ~Id\.ELUR. Boilt>d down, :Mr. Fletcher, is not this a fight 

bt•tween thl' small warehouseman and the interior warehouseman 
against. the big fellowst • 

.Mr. FL.E'l'('HER. Yes, sir. 
SPnator BANKHE.\D. That is so all over the South~ 
:\lr. FL['}'('HER. Yes, sir. 
~f'nator fun"DER. Mr. Fletcher, duri~g your experience in storing 

cotton haw you known of much cotton bemg sent from your warehouse 
to a poti and thl'n back from the port to the interior to some interior 
American mill t ' 
M~. ~~LETCHER. No; not a great deal. Generally when it goes to the 

po~t 1t 1~ t>nrmarked. But I do know of some. 
S.•nator ELLL'\'DER. I know, but my information is that that is a 

""'n' ~mall amount. 
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Mr. FLETCHER. In our section when cotton goes to the port it is defi
nitely marked for export. 

Senator ELLENDER. Exactly. And I think that is the same condition 
in every port, and there is very little that is reshipped from the .port 
back into the interior. 

Mr. FLETCHER. They have concentration grades, as Mr. Reed brought 
out, in the West, where they do not sntfer any penalty in going through 
the port to the New England States and to the southeast. 

Senator ELLENDER. In that case nobody suffers any loss. 
' Senator Wrws. Did you indicate that this present price that you are 

getting for dead storage cotton is the only factor that allows you to 
operate at all, or at a profit~ 

1\fr. FLETCHER. No; I would not say that. I answered by saying 
it would help, but I also stated that the· 12¥2 cents is really down 
to the bone, and it is not such a profitable business. If we had to 
depend on that alone we would not make any money. We have 
got these facilities and we are just hoping for better days. The 
warehouse business is the backbone of the cotton business. The 
small country warehouse is the backbone of the cotton industry. 
The farmer does not know anything about selling his cotton. He 
is not in touch with the market and he looks to his warehouseman 
to do it. Every farmer that I have ever heard say anything about 
it sa:vs they want to maintain the country warehouse, and if they 
put this thmg through it will put many of them out of business. 

Senator BANKHEAD. Is there anything further, gentlemen? 
Thank you, 1\Ir. Fletcher. 

Call your next witness. 

STATEMENT OF CAMERON McELROY, REPRESENTING THE MAl 
SHALL CONCENTRATED COMPRESS CO., MARSHALL, TEX., AND 
THE 1EFF.ERSON COMPRESS CO., JEFFERSON, TEX. 

l\fr. McELRoY. l\fy name is Cameron McElroy. I represent the 
Marshall Concentrated Compress Co. in Marshall, Tex., and the 
Jefferson Compress Co. at Jefferson, Tex. 

Mr. REED. What about the size of the communities, Jefferson and 
Marshall~ 

1\Ir. McELRoY. Marshall in the last census had about 18,000 peo· 
pie; Jefferson around 3,500. . 

Mr. REED. What is the capacity of your facility in Marshall~ 
Mr. McELRoY. Marshall has a storage capacity of approximately 

25,000 bales. Jefferson has a storage capacity of 10,000 bales. That 
is compressed cotton. • · · 

1\fr. REED. Do you have any considerable amount of Government-
owned stocks on hand in your compress 1 

1\Ir. McELRoY. No; only 1940 loan cotton. Let me correct that. 
I do not have a considerable amount of 1937 and 1938, which is 
owned by the Government. · 

Mr. REF..D. That is, the Government owns the title 1 
Mr. McELRoY. The Government owns the title. 
1\Ir. REED. What effect would it have upon the charges you make 

to the producers for the handling of the cotton to be marketed and 
for the handling of the cotton in the loan if the Government should 
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go ahead with this competitive bidding and either reduct>d your 
rates on the Government-owned stock or reconcentrated it some
where else~ 

.Mr . .McEuwY. l\Ir. R ... t>J, I can !Jest explain that by giving the 
fi~rtn-e~ on the amount of l937-38 cotton that we ha,·e in ::\Iarshall 
and .Jefferson. "·e hare about 13.500 bales of 1937 and 1938 cotton. 
We ha\'e no 1938-39-maybe 500 bales of that cotton on hand. 
That cotton is sold out of 'the loan, and that has been our backlog 
and ltas ('Jlablt>d u~ to make a small dividend~ that percentage of 
1H:1i ~tnd 1938 cotton that we have on hand at this tirue. If we did· 
not hun• that we would lmn lo~t money for th(l last 7 wars. be
('<Hl~'>e of our lowered tariff that came about at that time. In 1931 we 
•rut ao cenb; a bale for cotton receiwd from the wagon. The farmers 
;rf'ra~Je six bales in eastern Texas. and they har,·est that six bales 
from ~eptemher through December, and they bring it to the com pre~ 
oiu> bale ut a time, so onr cost for handling that type of cotton h. 
1m·tty high. . · . 

Mr. RF.ED. Could you <·ontmue to handle 1t at the present rate but 
for thi~ 1931-38 cotton~ 

~II-. McELROY. No, sir. 
Mr. REED. About what increase do you think you would have t~ 

mnke? 
~lr. McELROY. We would have to go back to our old 1931-32 tariff, 

or 50 cents fot• t·etrie,·ing a bale of wagon cotton. That il; probably 
higher than some of the plants yet, because of the t•onclition we ha,·e 
tht-l'e. all small farmers, and th(>y bring us one bale at a time. We 
do nut get any quantity lots of cotton at all. \Ye would have to go 
hack to 50 l'ents the fit·:st month and then 25 ('ents a month there
uft ... r. Which would not include insurance. 

Mr. REED. I beliere that is all, Senator. 
~natm· B.\NKHE.\D. So that it may be clt.'arly understood, IS 1t nur 

1\ fad that six bales is about the awrage of the farms in the cotton 
tn·o,lneing country~ They are all small farms~ 

~lr. !\leEuwY. In western Texas thet-e are probably some large 
farms. 

~nahll' BANKHEAD. We have got a little over 2,000,000 cotton 
farmers, and the~· produt·e about 12,000.000 bales, which is an aver
llgt> of about six bales. 

~[r . .Md:uwY. ¥ es; that is correct. 
Senator BANKHEAD. And all these interior warellOu~s have to Jeal 

with that same problem. 
Mr. McELROY. That is correct. 
Senator ELLENDER. Hare you any competitiOn in Marshall and 

.Tt.>tfN"SSn on storage~ 
~lr. ~IcELRoY. lt>s, sir. Not the Gm·ernmt'nt stora!!f. We have 

rotton ~torage there where they rereire cotton and they make a 
l.'hnrg't' of 50 cents a bale for that. where we are charging 15 ceuti' a 
hale for the first month. 
~nator Eu.t:l\'DER. That is whe!'(> the farmer brings it in f 
~Ir . .Me ELRoY. ¥ es. But on Government loan cotton. we a!'(> the 

onlY farilitY thet·e for it. 
~nator ·~It• KELLAR. May I a~k tht> wihtt~Ss thi~ qu~ion: You 

lu•arJ my question to the last witness, and when boiled down is not 
294272-H--5 
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this a fight betweeu the big cotton interests on the one side and the 
warehousemen and smaller dealers a11d warehousf.'men on the othed 

Mr. McELROY. I think it is a fight for the survival of the interior 
cotton merchant, 'who also helps the farmer and the producer. 

Senator ELLENDER. W'here do you get your information, Mr. Mc-
Elroy, hearsay~ · , 

Mr. McELRoY. No; that is from practical experience. 
Senator Eu.ENDER. Are you familiar with the Federal compress'? 
Mr. McErnoY. No: I am in competition with them at my Jefferson 

plant, but it is some 50 air miles from there. to the nearest plant, and 
I do not come in contact with them. • 

Senator ELLENDF.B. I undf'rstand that the F!'deral compress is the 
largest in the business. Am I right about thad 

Mr. McELRoY. I could not say. I really know nothing definitely 
about their structure at all. 

Senator BANKHEAD. Who owns that compress~ 
Senator ELLENDER. I do not know what interests. 
Senator McKELLAR. We will produce the witnesses on that, the 

stockholders. 
Senator ELLENDER. I understand Mr. Barnett is the manager or in 

charge of it. Somebody gave me that information this morning. 
l\lr. McELRoY. I do not know Mr. Barnett. 
Senator ELLENDER. I do not know him either. 
Mr. McELRoY. They have a Mr. Bennett with them. 
Senator ELLE:NDER. It might be Mr. Bennett. 
Senator McKELLAR. We will ~?:ire you the witnesses that you can get 

the information from about the Federal compress and every other 
compress and warehouse comp'any that is interested in this matter. 

Senator ELLENDER. I am not trying to throw aspersions at anyone, 
but I think that when a witness just makes the charge that it is a fight 
between this interest and that interest and the other intere.st, he ought 
to have something to back it up with. I think, so far as I am con
cerned, that I want to give a little credit to those in authority and to 
the Federal Government, that if there is a possibility of saving money 
for the farmer and saving money for the Federal Government, it is 
their duty to do it, and of course, whether or not they can do it, re· 
mains to be seen. But I think they onght to be afforded an opportunity 
to do it if they can, and not simply make the bald assertion that. this is 
a fight between one interest and another interest. I think there ought 
to be something to back it up. 

Senator McKEI.LAR. We will give you something to back it up. 
Senator B.-\NKHE.AD. Does any Senator desire to ask this witness any 

further questions~ Thank you, Mr. McElroy. 
Call your next witness. 

STATEMENT OF W. }1. MALLORY, REPRESENTING THE MEMPHIS 
COMPRESS & STORAGE CO., MEMPHIS, TENN. 

Mr. :M.aLtORY. My name is W. M. Mallory, Memphis, Tenn. I am 
representing the :Memphis Compress & Storage Co. 

Senator McKELLAR. What did you say you represent~ 
Mr. MALLORY. The Memphis Compress & Storage Co. and the Wil

son Compress & Storage Co. The Memphis C{Jmpress & Storage Co. 
is located in Memphis. The Wilson compress is located at Wilson, Ark. 
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Mr. REED. You haTe heard the statement that '\\as made here with 

respect to this matter concerning the bill S. 2~2 ~. . 
Mr. MALLORY. I haw. and I concur heartily m everythmg that I 

heard you state before the committee this n~or:ning. . . · 
Mr. REED. Will you state whether or not 1t IS your opmwn that the 

reduction in the rate pn the Government-o'\\ned stock, or the reconcen
tration of the Government -owned stock would result in an increase in 
the charges you make for the marketing of the producer's cotton~ 

Mr. MALLORY. There is absolutely no question of doubt about that. 
There is no warehouseman that can.operate a warehouse with carrying 
charges, handling in and out cotton, unless he has got a backlog of 
Government cotton that is in a sense dettd stock which he does not 
have to handle dav in and day out, but which will remain in storage, 
and at the end of the year bring him in a substantial part of his 
revenue. 

Mr. REED. You heard the statement this morning in respect to the 
Nation as a whole, that about 39 percent of the cotton moved in south
ern mill points. What would be the percentage moving to southern 
mill points out of your Wilson, Ark.J and Memphis compresses~ 

Mr. MALLORY. !Ir. Reed, I would rather give it to you, if I may, as 
an average for the Mississippi Valley. I do not have it specifically, but 
as you mentioned this morning that 39 percent of the cotton shipped 
went to the southeastern mills consuming territory, before we ran into 
this time of low exports. The Mississippi Valley shipped to south
eaf:tern mill points 65 percent of all its cotton: 20 percent of it went 
txport, 15 percent went to Canadian mills. That is the average up to 
,July 31, 19~0. Since that date we hare run into the lo" export move
ment, and from that date up to the present time our shipments to the 
Carolinas hare increased, so that shipments now average approxi
mately 75 percent of all cotton to the Carolinas. 

Senatm· RFsSELL. How arf> the Canadian shipments 1 
Mr. MALLORY. Canadian, to the best of my recollection, is still 15 

petwnt. approximately, and about 10 percent export, approximately. 
That i~-1 undt.>r the present yield I am referring to. 

Senator AIKEN. Is that water or rail shipments l 
Mr. MALLORY. That is all shipments. 
Senator AIKEN. Mostly water or mostly rail t . 
.1\Ir. MALLORY. The majority of the cotton out of the interior goes 

by rail. 
.1\Ir. REED. Then in about 75 percent of the instances, reconcentration 

of cotton out of the Mississippi Valley into port locations would occur 
at what. freight rate, approximately~ 

Mr. MALLORY. Just as you said this morning, from Arkansas 75 per
cent of that cotton would catch you around $1.60, or 70 cents add.itional 
might charges. Out of Tennessee I think it is around $2. Out of 
Mississippi it is around $1.80; 75 out of 100 bales would catch that 
additional charge if it moves to a port, as compared to moving directl~· 
fro~1 point of origin in :Mississippi territory to southeastern mill 
territory. 

8l'nator ElLENDER. That is, if it was sent from the port to the 
interior and did not go into export. 

~Ir. MAlLORY. But we have no export movement now. 
Sl'nator EILENOER. But you heard some testimony yesterday that in 

many instance:!i that cotton was brought back into the interior. and I 
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think the Department will be able to show, from what I can uuder
stand, that whenever cotton is concentrated at a port it is earmarked · 
for export shipment and it stays there until it is shipped abroad . 
. M.r .. MALLoRY. That may be true) Senator Ellender, but it looks like 
It n,nght stay there an awful long time in order to go export. 

~enator .EL~ENDER. Yes; and we may be in the· war next month, too, 
but the pomt IS that if this cotton is shipped from the interior to the 
port .where it is destined to be shipped abroad, then the excess freight 
rate IS not a loss. 

l\It·. MALWRY. Naturally not. 
~enator ELLENDER. Of course not. It would have to be paid in any 

eYent . 
.Mr. REED. I wanted to ask him if he knew what tf1e Xew Orleans 

port records show as to the reshipment from New Orleans to southern 
mills. I want to get that figure, Senator, but I think it is wav up 
.around 200,000 bales that is reshipped to southem mills. · 

.Mr. ~IALLORY. I do not know tl1at figure. 
Senator ELLENDER. That may be cotton on which thel'e is no loss, 

tbat was referred to this morning . 
.Mr. REED. Yes: that is correct. 
Senator ELLENDER. What is the capacity of the Memphis compress, 

Mr. Mallory! 
Mr. ~LuioRY. Around150,000 bales. 
Senator ELLENDER. And the Wilson~ 
l\Ir. ~IALLORY. About 60,000 bales. 
Senator ELLENDER. How many bales of cotton haYe yon at the 

Memphis compress~ · 
Mr. MALLORY. I have of both Government and 1938-39 cotton in 

which the producer still has an interest, around 65,000 bales. 
Senator ELLENDER. Hnve you very much competition in )Iemphis 

and thereabouts for storage cotton? 
Mr. MALLORY. Yes; there are a number of plants in Memphis. and 

l! great many plants located in adjacent territory. 
Senator ELLEXDER. Where does the cotton come from that is plaeed 

in your warehouse~ · 
)Ir. ~!ALLORY. Generally speaking, from the producing territory in 

that general area. 
~enator Em~DER. From how far away~ 
Mr. MALLORY. Well, we get cotton at tunes all the wav from Texas 

~md Oklahoma. because Memphis is the crossroads, so to speak. In 
<1ther words! cotton is concentrated in Memphis for reshipment into 
1he Carolinas, New England, and Canadian mill :points without any 
substantial loss in freight rates. We draw the maJority of our cotton 
f1'0m the eastern part of Arkansas and the northern part of Mississippi 
and the west~:>rn part of Tennessee. · · · 

Senator ELLENDER. Are you aware of the fact that under the provi· 
sions of this bill, if it goes through as written, you might_lose a lot of 
this Tf>xas business and Arkansas business, provided that the pro
<lucN'S or warehousemen where it is really produced can offer the 
::facilities? 

Mr. :MAlLORY. I have never had any of that kind of business yet. 
lline has been shipper business but not Government busines5. 

Senator El..LE~"DER. Not Government business? 
Mr.liAu.oRY. No, sir. • 
Senator BA~KHEAD. Are there any other questions, g~:>ntlemen ~ 
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~Ir. ~lALLORY. I would like to make one other statement, if I 

may. in l'Pgard to the .Mississippi Valley. I naturally speak of that 
because I am located there. The cotton grown in the Mississippi 
Valley, we think, and I think it is fenerally ~ccepted by the trade, 
carries a certain premium because o the alluvial type of lands that 
we have in the Valley there, and because of certain other character
ir4ic8 in the quality of the cotton. To move Mississippi .Valley cot
ton out of that area-l mean out of the area in which it is produced
it then becomes just cotton, and the producer-! am referring now 
pa.rticulady to the cotton that is in the loan but in which the farmer 
!'till has a1i interest-if the cotton is moved out of that Mississippi 
Valley teiTitory to a port or any other point, for that matter, it is 
~oing to lose its identity, and that premium for quality which has 
oeen known to the trade for years is going to be completely lost 
to tht> prodncPt'. Just how much loss that is going to be will vary 
according to the quality of the grade and staple of the cotton, but 
it is genc·rally recognized as a Yt>ry definite fact that Mississippi 
Vallt>~' cotton has certain characteristics that command certain 
pre1nmms. 

Senato1· DAXKHEAD. You mean price premiums in the general 
marln•t? 

l\Ir. ~IALLORY. Price prPmiums is what I refer to, on ac'<'ount of 
the staple, the quality. If it goes to New Orleans for reconcentra
tion and gPts down there with cotton from other sections, the buyer 
is not able to distinguish Mississippi Valley cotton from any other 
cotton, and the producer is going to lose. There is no question about 
that. 

Senutor ELLEKDER. As a matter of fact, are there not very few 
famwrs who are able to hold their cotton~ Is it not the cotton 
factor that makes that money~ 

)!r. ~LuLoRY. No, oh, no. The cotton producer is the man that. 
has got his cotton in the 1938-39 loan. 

Senator ElLENDER. They usually get what the market calls for at 
tlw time it is sold, do they not~ 

~Ir. 1fALLORY. I llo not agree with you at all, Senator Ellender. I 
}tappen to be a farmer too. 

Sl•nator EILEXDER. You may be an exception. You may be able to 
retain your cotton, contrary to what many of our people are able 
to do. 

Senator RrssELL. The situation you describe is not confined to th43 
Mis~issippi Y.allev. I know that in my own State the Augusta, Ga., 
spot market 1s aiways 50 to 75 points higher than it is in other 
sections .. and th~ ~armer that produces cotton in that area gets a 
betti'r pnce for 1t m that market, but that cotton loses its identity 
wh('n it is shipped to another market. 

Mr. MALLORY. I have understood that to be the case in other 
sections. 

Senator RuSSELL. Tht> spot market is a good deal higher in some 
plact>,:;; than in others. 

S(.•nator McKELLAR. Mr. Mallory, you are a warehouseman and 
~·on at'\' also a fannt>r yourselfl 

~Ir. ~!AU11RY. Yes, sir. 
!"\ena tor ~Ic Kr.L~o\R. !' ou ha ,.e a cotton plantation¥ 
~k ~I.~LLORY. 1 es, s1r. 
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Senator .MclhtLAR. About how much cotton do you raise~ 
Mr. MALLORY. Approximately 1,500 bales a year. 
Senator McKELLAR. Is it your idea that if the proposal submitted 

by the Commodity Credit Corporation was put through it would be 
against the interests of the cotton producer? 

Mr. MA.u.oRY. Very definitely, on that cotton in which he has an 
interest. 

Senator Mci\EtwR. I want to ask you another question wherein 
you said you were interested in the Memphis Cotton Compress & 
Storage Co., and the Wilson, ·Ark., company. Are those private 
companies, independent companies? 

Mr. MALLORY. Well, they are corporations, but they are connected 
with no other group of compresses. 

Senator McKEtL. .. \R. Are those owned by you and your family, those 
two compresses? 

Mr. MALLORY. Substantially. 
· Senator McKELWR. You have had experience for a number of 

years in the compression of cotton? 
Mr. MALLORY. Yes, sir. 
Senator McKELLAR. Do you think the rate-I believe you have 

already stated that you thou~ht the. rate on producer cotton would 
have to be raised unless the uovernment left a portion of its cotton 
with your compress and other interior compresses? 

Mr. MALLORY. There is no doubt about that. 
Senator Mcl\ELLAR. The business could not be carried on at so 

low a price as 15 cents a month for the first year and 12% cents for 
the months after that? 

Mr. MALLORY. Our present tariff is 15 cents a month. We could 
not operate cotton in and out, sample, weigh, store, and handle the 
farmer's cotton at 15 cents a bale a month unless we had substantial 
revenues coming in on this loan cotton, which stands there like books 
in a bookcase which we do not have to touch.· 

Senator McKELLAR. Do you insure it¥ 
Mr. MALLORY. We also include our insurance in that 15 cents per 

bale. · 
Senator Mcl{ELLAR. In former times what was it~ 
Mr. MALLORY. In former times we did not insure the farmer's 

cotton, and our rates ranged from, to the best of my recollection, 
around 1930 and 1931 our rates were 50 cents for the first month 
and 25 cents each month thereafter. And we did not have the wage· 
hour bill. 

Senator McKELLAR. In your judgment, therefore, the farmers 
would be penalized by quite as much or more than the Government 
would save by the proposal submitted by the Commodity Credit 
Corporation¥ 

Mr. MALLORY. I think the farmer will have to spend all of the 
increased costs that we would incur by the loss of this Government 
cotton. 

Senator Mcl\ELWR. Do you recall several years ago, I think it was 
1936, but I have not been able to refresh my memory to be certain 
about the year-do vou recall when cotton was being reconcentrated 
by the Commodity Credit Corporation, and at that time do you recall 
whether or not it was sampled when it was reconcentrated t 

Mr. MALLORY. I could not answer that question definitely. 
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Senator 1\IcKELLAR. Then I do not want. you to testify about it 

unless you know it definitely. We will find that out from someone 
else. 

Senator ELLENDER. Mr. Mallory, when you say that the charge of 
H> cents a Lale per month for the first year, that includes classifying~ 

Mr. l\IALWRY. No; not classifying. · 
Senator ELLENDER. If classification is asked, that is an additional 

charge, is it not~ 
Mr. MALumY. In our territory-! would rather speak in regard 

to my own facilities-we did not classify any cotton. 
Senator ELLENDER. Well, Govenm1ent cotton. If the Government 

should request classification of that cotton you do not have to pay 
for that. do vou ~ 

Mr. MAr,umY. No; we do not pay for the classing of the cotton. 
Senator ELLENDER. Do you pay for the moving of it at the time 

)'OU classify it~ In other words, getting the samples and all that. 
Who does that? . · 

Mr. MALLORY. Our contract with the Government provides that 
we will sample and weight cotton for them, and as was pointed out 
in Mr. Reed's testimony this morning, when the barter deal went 
through, we classed-! mean we sampled all of that cotton at no 
additional cost. 

Senator ELLENDER. But you did that for the Government just as 
a favod 

Mr . .MALLORY. Call it that if you want to. 
Senator ELLENDER. Ordinarily, though, after the cotton is stored

that is. sampled and weighed and stored for the first time-and an· 
other request is made on you to get more samples and so forth, you 
make a charge for that, doJou not~ 

Mr. MALWRY. We woul like to make a charge. Whether we 
would be aLle to under our contract or not, I do not know. 

Senator ELLENDER. You have never had any experience with that 1 
Mr. MALLORY. I have never had any experience. 
Senator RussELL. I understood that all of the classing of the cot

ton was done by the Government classers and the producers paid 
for it. 

Mr. 1t!ALLOnY. It has been done recently. . 
Senator BANKHEAD. That was not done until last year. Prior to 

that the war€'housemen had to take the risk. 
Senator Rt:"SSELL. They were based on the grading by the ware

houseman who stored the cotton, but they incurred some losses and 
then rt>quired that the Bureau of Agricultural Economics, through 
its cotton classers, do this. In some cases, in the smaller towns at 
least, the warehouseman incurred additional expense, because he had 
to go to the expense of getting the samples to the place where the 
classer was located. They did not have one in every little town. 

Senator BANKHEAD. They were really guarantors, too, of the class 
originally. because they made the loans. The loans were made on 
t~t>i~ .certificates, and if the cotton did not turn out right there was 
hab1hty there, and they could have a good deal of trouble about it. 
Hut now that has been removed. 

Senator McKELLAR. Mr. Mallory, if the proposed plan of recon
cf.lntrating (·otton in coast cities were carried out, would that he in 
accord with what might be called the "normal'' marketing of cottonY 
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Mr. MALLORY. I should not think so, Senator, particularly in our 
territory, because in normal times, when we have normal exports~ 
65 percent of our cotton moved to southeastern milling territory. 

Senator BANKHEAD. Suppose a farmer has cotton in a warehouse 
and he desires to sell it bale by bale, he sells his ticket, does he not~· 

Mr. MALLORY. Yes; the warehouse receipt. 
Senator BANKHEAD. The warehouse receipt. Then the purchaser 

of that cotton has to go to the warehouse and get the cotton, and th& 
warehouseman has to search through the stock and get it out for him~ 

Mr. 1\!ALLORY. That is exactly correct. It is handled on an in-
dividual-bale basis. 

Senator BANKHEAD. And with a very large mm1ber of producers~ 
as of course there are, mostly small producers,., there is constant mov
ing and side cutting to get out the bales and aeliver them? 

.Mr.l\IALLORY. Yes, s1r. 
Senator ELLENDER. And that charge of 15 cents, or 12¥2 cents, 

covers that service~ 
Mr. MALLORY. That is correct. 
Senator 1\fcKELLAR. Mr. Mallory, I want to call your attention to 

a statement made by Mr. Carl D. Robbins~ President of the Com
modity Credit Corporation, on problems in housing C. C. C. cotton,. 
April 30, 1940, in which he said this about the question of normal 
marketing: 

We understood that cotton was only moved iu the route of its normal market
ing to a mill point We do not like to get it too far from that route, because 
the nearer the mill you finally get your cotton, the lPss number of alternatives 
you have from which to choose whep it comt>s time to sell. 

Do you agree with that statement~ 
Mr. 1\!A.LLORY. I agree that that cotton ought to be retained as 

close to the point of origin as possible before sale, so that it can go 
in any direetion, to any place where they might want to ship it. 

Senator McKELLAR. I imagine that is eYidently what Mr. Robbins 
mE>ant to say here, although it is not as clear as the statement 
you have just made about it. Certainly that is the sensible and 
only proper thing to do in marketing cotton. 

Mr. l\IALLORY. I think so. 
Senator 1\IcKELL\R. To sell it as near the point of origin as possi

ble, and let it go to the best market that 1t can find, without in
creased cost of carriage. Is not that so? 

1\Ir. MALLORY. I think that is true. 
Senator EuE~DF..R. One more question, l\fr. Mallon·. Assuming· 

that a bale of cotton stays in your warehouse for a ye~r, you would 
get for that service- $1.80 1 

Mr. 1\IALLORY. Fifteen cents a bale a month; yes. 
Senator Etu:xDER. How much of that will yon have to expend 

for insurance 1 
1\Ir. :MALLORY. To insure-are you talking about my own particu

lar case1 
Senator ELI.E:SDER. No; I am talking about the Government 

cotton. 
Mr. )L\W:IRY. Insurance rates vary greatly, according to the type 

of location of the facility. In my own particular case our Memphis 
. phmt carries a rate of-it costs us per bale between three-quart~rs of 
a ce-nt and a cent a bale a month. 
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Senator ELLExom That would be 9 cents to 12 cents a year! 
!\Ir. MALLORY. Around that. 

69 

Seuator llAXKHEAD. That is in view of your in-re:-tment in that 
facility? 

Mr . .MALLORY. Due to the type of construction of our ~Iemphis 
plant. I am talking about our main facility at ~Iemphis. I should 
.add that we have facilities that catTy higher rates than that. 

Senator ELLENDER. ""' ould you be able to give that amow1t ¥ 
.Mr. JIIL\J.LOHY. I could not gi,·e yotl the exact figure, bt.>eause that 

would be dt•pendent upon the value of the cotton. All of these 
insuran~.:e rates depPnd upon the value of the cotton. 

Senator RrssELL. X o; they are dependent on a great many other 
factors than that. You take the small towns where tlwy do not 
have adt>quate fire-proLPCtion facilities, the construction of the ware~ 
hou,;e entt>r~ into it. Some of these little country warehouses pay 
.a rate f'normously greater than that you just mentioned. 

~h. MALLORY. Yes. What I wanted to say, Senator, was that your 
JWemiums are bused on or figured on value of the structure. In 
.Memphis we hare concrete and br·ick, therefore they have a low 
insurance rate. Some other facilities of less pl'rmanent construction 
<'arry a lot higher rate than that. I think the average rate for 
~Ii:;si~sippi Vall{'y would run, say, about 3 cents a bale a month, 
approximately. 

Senator RessELL. In some cases in these smaller warehouses it will 
run t'<.lltsitl{'rably higher thnn 3 cents. 

1\Ir. MALLORY. Yes; it will run up to 6 or 7 cents in some cases. 
Mr. REED. AvPra~re 3.0-l a bale. 
Mr. !.!ALLORY. 3.57 cents a bale premium. 
Senator RrssELL. You have got larger facilities there in New 

Orleans. 
Senator BaNKHEAD. The smaller the warehouse the high('r the 

-cost. 
Mr. REED. That is correct. This report represents every type of 

facility, Senator Bankhead, and there are more of the smaller facilities 
than there are of the larger ones, and for that reason it averages up. 
The larger facilities will have an average of aroWld 1 cent per bale per 
month, but then you hare a large amount of cotton in smaller facilities 
that. has a 7- ot· 8-cent charge for insurance. 

Senator ELLEl\"DER. Per month 9 
Mr. REED. Yes. When you add them all together it makes an average 

·of about 3.57 cents per month. 
Senator EI..LENDER. Now, you have the cost of the facility, the taxes, 

maintenance. What other costs are there that you must bear other than 
the insurance and cost of moving the cotton. Taxes on the cotton 9 

Mr. MALLORY. We have the taxes that any other ordinary business 
<loes. 

&nator ELLENDER. I do not mean taxes on the facility; I am talking 
a hout on the cotton itself. 

Mr. MALLORY. Taxes on the cotton itself I 
~~nator ELLENDER. Yes. What I am trying to get is your cost, ex· 

du~n·e of ~he taxes on the facility itself, the maintenance of it, the 
upkeep of It. In other words, when a bale of cotton is taken in by you 
for st(~rage, ~·ou have the cost of sampling that cotton and moving it 
~bout m ordt.'r to locate in your facility and, in addition to that cost of 
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moving the cotton, you have the insurance. Now, is there any other 
cost~ 

Mr. MALLORY. You have the general overhead cost that any business · 
would have to stand in order to operate. 

Senator ELLENDER. In your overhead would be the cost of maintain
ing the facility, the cost of insurance, and things of that kind. 

Mr. MALLORY. And depreciation and many other it{lms of expense 
that go to make up general overhead costs. There is no tax that I know 
of on the certificate itself. 

Senator RussELL. You do not hold title to the cotton, and it would 
not be assessed against you; it would be assessed against the holder of 
the legal title. You are merely a party storing it for hire. · 

Senator McKELLAR. I want to ask Mr. Mallory this question: Since 
the passage and the going into effect of the wage-hour law, have your 
costs been increased or not Y 

Mr. MALLORY. Labor costs have been materially increased. 
Senator McKELLAR. That is all for me. 
Senator BANKHEAD. Thank you, Mr. Mallory. Call your next wit. 

ness. 

STATEMENT OF LLOYD UMBERGER, WELEETKA, OKLA. 

Mr. UMBERGER. Mr. Chairman and gentlemen, my name is Lloyd 
UmberO'er. I am connected with the Weleetka Warehouse Co. 

Mr. ihED. What is the size o£ that community, Weleetka, Okla.~ 
Mr. UMBERGER. Weleetka, Okla., is a town of less than 2,000 people. 
Mr. REED. And what do you do in Weleetka¥ 
Mr. u MBERGER. I am connected with a contracting warehouse 

facility. 
Mr. REED. What is your connection with it 1 
Mr. UMBERGER. I am the local manager. 
Mr. REED. How large is that facility? . 
Mr. UMBERGER. It is a three-compartment plant, about 15,000-bale 

capacity . 
.Mr. REED. What is the present stock? 
1\Ir. UMBERGER. The present stock is around 11,000 bales. 
Mr. REED. How much of that is Government-owned cottonY 
Mr. UMBERGER. I would say a fourth of it is Government-owned. 
Mr. REED. And what comprises the remainder of the stock~ 
Mr. u.~rBERGER. About 4,000 other bales in which the producers 

still have an equity. 
Senator McKELLAR. The Government has made loans on it~ 
Mr. u~IBERGER. yes, sir. 
Senator McKELLAR. But the producer still has an equity in it~ 
1\Ir. UMBERGER. The producer still has an equity, the title to it. 
Mr. REED. Mr. Umberger, you heard the statements made here by 

myself and the other witnesses with respect to this problem~ 
Mr. UMBERGER. Yes, sir. 
1\Ir. REED. Do you have anything to say with reference to it~ 
Mr. UMBERGER. I would like to say that my principal connection 

is with the farmer himself. That cotton comes in in very small 
quantities. I think we made 1,897 loan papers this year. We have 
to have a girl there especially to do that. These farmers come in 
with one or two bales, and they know nothing at all about the pro-
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rednre, the red tape. They just tell us they want to put their cotton 
in the Government loan, and we then take the cotton from the car 
or truck or waO'on or whatever it is, unload it~ weigh it, tag it, issue 
them a receipt 

0
on the insured form, sample it and tag the samples, 

send them to the nearet;,i Government lending a~ncy, and in about 
2 days we get a transcript back from them whiCh shows the grade 
and staple of the bale. And each grade and staple h~s to g? on a 
separate loan. .A lot of these farmers cannot eYen wnte the1r own 
name, so they certainly could not make out any loan papers. We 
make up the loan papers, showing the warehouse receipt number, the 
weight of the bale, grade, and staple of the bale, the loan value of 
the cotton and amount of the loan, and he takes it to his bank, 
whatever bank he does business with, and that bank completes the 
lonn form-1 am speaking now just from my own personal knowl
ed~e-the bank completes the loan form and W,.ves him immediate 
credit. And the banks, most all of them carry th1s paper, as I under
stand it--1 do not have th~ figures, but I do not think there has 
been any cotton discounted in our territory. I think the local banks 
are still carrying all the paper. 

Senator BANKHEAD. How do you handle it when the farmer sells 
his cotton¥ 

Mr. UMBERGER. We have nothing to do with the selling of the 
cotton. We are balees only. Some buyer may come along who · 
wants to buy his cotton, and he would get an order from the pro
ducer, a signed order giving us authority to sample the cotton, and 
we take samples and sell it to anybody that wants to buy it, any 
buyer that wants to buy it and pay the money for it. 

Senator BANKHEAD. Then you have got to identify that bale and 
move it out~ 

Mr. UMBERGER. Oh, yes. Or they may just take it on the street and 
move it later on. 

Rena tor BANKHE..\D. But you do have to perform that service! 
1\lr. UllmERGER. Oh, yes, sir. . 
Mr. REED. What would be the effect upon your rate structure if 

they reduc(:'d the rate on your Government stock or reconcentrated itt 
Could you continue to handle the producer's cotton for 15 cents a. 
baleW 

Mr. UlmERGER. I do not see how we could, and do tl~e same or 
g"iYe the same S(:'r,Tice we are now giving. We are doing everything 
for them. We are the best friend the producer has. 

Mr. REED. How late do you work at night W 

l\lr. UMBERGER. During the active busy season we have men there 
at any time of the day or night to take cotton. 

Mr. REED. Do they bring cotton in at anytime of night~ 
1\lr. rlrnERGER. y ('S, sir; any time at night and on Sundays. 
Mr. REED. I belieYe that is all. 
Senator EllENDER. Mr. Umberger, you say that at. present you have 

u.ono halt'~ to hnndle ~ 
~lr. u~[BERGER. Yes, sir. 
Nnator ELLENDER. Eight thousand of which belong to the Gov

ernment and alw to the farmer, in which he has an equity! 
~lr. rMni:RGER. About 4.000 ('ach way. Those are approximate 

figures. 
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Senator ELLENDER. I understand that. I presume you agree with 
the testimony of Mr. Mallory and Mr. Fletcher and some other gen
tlemen that, if it were not for the fact that you have this extra 
Government cotton that does not move, the probabilities are that you 
could not handle this cotton at 15 cents W 

Mr. UMBERGER. That is right. 
Senator ELLENDER. How long have you had charge of this partic

ular warehouse W 

Mr. UMBERGER. I have been in this location for about 12 years. 
Senator ELLENDER. Before we had this accumulated surplus, about 

how much cotton did you have on hand year in and year out, on an 
average~ . · 

Mr. UMBERGER. That is a long story. a long way back. I do not 
remember so well how much we had, but we had a substantial amount. 
Some of it used to move to the ports, but it did not move to the 
ports altogether. 

Senator ELLENDER. Well, the point is that during those days you 
did not carry as much cotton as you now have on hand, of course¥ 

Mr. UMBERGER. No; I do not think we carried that much cotton. 
Senator ELLENDER. And what rates did you charge at that time? 
Mr. UMBERGER. I do not remember. I do not have those figures at 

all. I did not think I would need to testifv on that. 
Senator ELLENDER. Do vou know how much per hal~ it was? 
Mr. UMBERGER. Not that far back; no, sir. 
Senator ELLENDER. Before this 15-cent-per-bale contract was en

tered into by you, how much did you charge? Do you remember 
that! 

1\Ir. UMBERGER. It seems to me that it was 25 cents. 
Senator ELLENDER. Is it your view that, should you be deprived 

of this Government cotton,' or should the surplus be removed in some 
way, is it your opinion that you, as a cotton warehouseman, would 
have to f;{O 'back to this 25-cent rate on cotton~ 

1\Ir. UMBERGER. We would have to do something, because it is such 
an expense to bother with it. We do not have the volume any more, 
to begin with. Now this loan cotton that we are talking about here, 
a thousand bales of it has been accumulating for quite some time.. 

Senator McKELLAR. Would you be able to state for the record 
whether or not your profit under this 15-cent charge which you now 
have is more or less than it was in prior years, when you charged the 
25 cents¥ 

Mr. UMBERGER. I do not have those figures. I do not know a thing 
about figures. 

Senator ELLENDER. What is your insurance rate~ 
1\Ir. UMBERGER. I do not know that. 
Senator ELLENDER. That is all. 

STATEMENT OF T. DURST, PRESIDENT OF THE CAROLINA COTTON 
WAREHOUSE ASSOCIATION AND THE STANDARD WAREHOUSE 
CO., COLUMBIA, S. C. 

1\fr. DURsT. l\fy name is T. Durst, president of the Carolina Cotton 
Warehouse Association, in North and South Carolina, and the Stand
ard Warehouse Co., of Colmnbia. S.C. 
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Mr. REED. You heard the statements made here in respect to t.his 

problem of the competitive bids versus the present method of fixmg 
rates for the warehou~emen ~ 

Mr. DunsT. Yes; I have. 
Mr. R~::Eo. Do you concur in the statements made? 
Mr. DunRT. I concur absolutely with the statement made by Mr. 

Fl~khrr. We have the same probl001s. We are in the mill territory. 
Mr. REED. H:n·e you anything else you want to add~ 
Mr. Dun~T. No; i think that is nll: If this rate is lowered, I do 

nut RPe anything that can keep us from increasing our rates to the 
small man. 

l\fr, RF.J:D. That is all. 
Smmtor ELLENDER. What is the capacity of your plant W 

Mr. DuRsT. 75,000 bales. We operate five locations. 
Senator ELLI:NDER. And your entire capacity is 75,000 bales~ 
Mr. DURRT. Yes, sir. 
Senator ELLENDF..R. How much of that is Government-owned and 

farmer-o\\1Wd ~ I mean in which the farmer has an interest. 
Mr. DunsT. Approximately half of it. Not quite that. 'Ve have 

got about 32,000. 
s~nator ELLENDER. Will you also agree that if it were not for this 

baddog, that is, this cotton that you have, that does not move, you 
could not maintain vour coml?resses on 15 cents@ 

:Mr. DunsT. Let n1e get tins straight, Senator. In our own indi· 
vidunl plant. we haYe no compr~s.'l. I believe there are two in South 
Cnrolimt other than at the port of Charleston. 

St•nator ELLENDEH. What I meant was storage. I did not mean 
rompl't'~s, but st~•rnge. In other words, you have at present 30,000 
bales, approxi111ately, of Government-owned cotton and cotton in 
whieh the farmer h~is an interest~ 

:t >. DunsT. Yes. 
&•tmtor ELLENDER. If it were not for the fact that that cotton is 

stored with you, could you handle this other cotton that you move 
in ~tnd out, at 15 cents~ 

Mt·. Drnsr. No, sir; we could not. 
S<>nator ELLENDER. You would have to resort to what rate about, do 

you know~ . 
Mr. DrRsT. Well, certainly, 25 cents. 
St>nator ELLENDER. As a minimum@ 
Mr. DDRST. Yes, sir. . 
Senator Er..LENDER. And, of course, that cost would be borne by 

the farmerW 
Mr. DuRST. Yes, sir. That is flat cotton. We have not sold flat 

cotton for the Gowrnment at the same price we paid for compress 
cotton. 

Senator EILENDF.R. Would you be able to tell the committee whether 
or not, or do you know of any instances in which cotton was shipped 
from your interior warehous('S to a port and then back from the port 
to the interior for consumption~ 

Mr. Dutl~T. No, sir; I do not have any. 
~·nntor ELLF.NDF.R: Do you know whether or not that cotton, when 

:;.ltlpJwd to tlw port. ts <'a11narked for <'XporH 
'lr. DrnST. No, Senator, I could not sav. I do not know whether 

~~~.~· ~udt <"Otton l1as mowd to the port of Charleston or not. 
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Senator AIKEN. This rate of 15 cents a month· for the first year 
and 12¥2 cents a month for the second year, on cotton which the 
Government owns or on which the producer has a loan-does that fix 
the rate for the other cotton that you store, that is not in the Govern
ment program~ 

Mr. DuRsT. Yes, sir. On the merchant's cotton, though, we are able 
to get-we get more than 15 cents, because we have additional han
dling, and they realize it. So the 15 cents does have a tendency to 
break clown the rate structure. 

Senator AIKEN. That is all I have. 
S:-nator BANKHEAD. Are there any further questions~ Thank you, 

Mr. Durst. 

STATEMENT OF W. A. BROOKS, JR., VICE PRESIDENT AND GEN· 
ERAL MANAGER, FARMERS & l/IERCHANTS COMPRESS WARE· 
HOUSE CO., DALLAS, TEX. 

Mr. BROOKS. My name is W. A. Brooks, Jr. I live at Dallas, Tex. 
I am vice president and general manager of the Farmers & Mer
chants Compress Warehouse Co. We operate 16 compressors and 
warehouses in northeast Texas. · 

Mr. REED. I wish you would name the towns in which you operate. 
Mr. BROOKS. Cleburne, Tex. ' 
Mr. REED. About what size is that? A small community~ 
Mr. BROOKS. Yes; about 4,000, I think, or 5,000. Dallas, whieh 

is 300,000; Terrell, which is a,bout 10,000; Tyler, which I think is 
15,000--I am just guessing at these population figures-Lancaster, 
which is about a thousand; Taylor, which is about a thousand; 
Sulphur Springs, which is about 5,000; Greenville, which is about 
15,000; Paris, which is about 12,000; Hugo, Okla., which is probably 
5,000; Gainesville, Tex., about 4,000; Honey Grove, Tex., about 
3,000. That is all I can recall offhand. 

Mr. REED. You heard the statements made here with respect to 
this cotton competitive bids versus the present method of fixing the 
rate by the Government~ 

Mr. BRooKs. Yes, sir. 
Mr. REED. Do you or do you not concur in the statements that 

have been made with reference to the matter~ 
Mr. BROOKS. I do concur wholeheartedly in the testimony you 

gave this morning, and generally in all that has been said by your 
witnesses. 

Mr. REED. To about what extent would you have to increase your 
rate should the program here under consideration be made effective? 

Mr. BRooKs. I think we would have to go to 25 cents a bale per 
month. 

Mr. REED. What has been the effect of the wage-hour law on your 
operating costs~ 

Mr. BROOKS. It has almost doubled them. We were getting com· 
mon labor at 15 cents and 17 cents, and when the wage-hour bill 
came in it put it up to, I think, 25 cents or 30 cents. It is now 
30 cents. 

Senator BANKHEAD. 82~ in Texas. 
Mr. BROOKS. 30 with us now, I think. So we almost doubled 

the rate. And that hurt us very badly, but the rate coming down 
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from 25 cents to where it is has hurt us much worse, and the two 
combined almost crucified us. We are not getting along very well. 

Mr. REED. Have you anything else to say¥ . 
Mr. BROOKS. I think not. I would like to say this, however, before 

I get off the stand, that I have been around the country visiting our 
plants, which I do regularly, periodically, and I have talked to a lot 
of farmers about this very thing, and I am very honest when I tell you 
that I think 95 percent, or maybe 99 percent, of the farmers in north
east Texas-and I believe that would hold all over the South-want 
their cotton to say at home-as near at home as possible. They think 
they have an advantage, and this 2.5-cent-per-annum saving that the 
Commodity Credit Corporation thinks they are going to make on this 
cotton does not mean anything to the farmer, compared to what he 
thinks he has in value by having his cotton at home where he might 
have a chance to sell it as long as he has an equity in it. 

Mr. REED. Are you engaged in farming¥ 
Mr. BROOKS. Yes. 
Mr. REED. Do you raise any cotton¥ 
Mr. BRoOKS. Yes, sir. 
Mr. REED. That is all. 
Sl:'nator BANKHEAD. Are there any questions¥ Thank you, Mr. 

Brooks. Call your next witness. 

STATEMENT OF W. B. DOSSETT, WACO, TEX. 

Mr. DossErr. My name is W. B. Dossett. I live at Waco, Tex., and 
I am connected with three corporations that operate a total of eight 
small plants in Waco and around that area. 

1\k REED. Will you name the points~ 
Mr. Dossm. Waco, Hillsboro, 1\Iarlin, Groesbeck, Rosenburg, Cam

t>ron, l\IcGregor, Gatesville, Tex. 
Mr. REED. Can you give us some idea of just about the size of those 

eonununities 1 
1\h. DossE'IT. Well, \Y aco is a town of 55,000 people. Hillsboro has 

about 10,000, and the other points runs from 2~500 to 5,000 population. 
Mr. HEED. Have you heard the statements made here with respect to 

this program of competitive bidding versus the present method of 
fixing the rates on this GoYernment cotton and producer cotton! 

Mr. DossE'IT. Yes. 
Mr. REED. Do you concur in those statements~ 
~h·. DosSETT. i do. And I would like to add further that we are 

in the rwculinr location of being very close to the ports of Houston and 
Gah·e:-:ton, Tex. Our nearest point is some 134 miles and our farthest 
point 225 miles, and I would say that our general territory is about 
180 miles anrage, and we compete with those ports on the original 
bn::Jiness of taking the cotton into the loan. And then, of course, we 
have to compete with them further on the reconcentration, because in 
former ~·t>ars 90 percent of our cotton went export, and the natural 
<"~liHmrl of monment was through those two ports. So that eTery 
t.nnt> there was any type cotton to be concentrated, we lost our cotton 
fu"l:'t. 

Mr. ~EED. How does your stock in a community like Cameron com
part' Wlth the million or more bales that. are maintained in the com
munity of Houston, Tex. I 
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Mr. '.possETT. We have at the present time a stock in Cameron of 
approXllilately 15,000 bales. That is the largest stock we have had 
in some years, and is accotmted for because practically all of our 1940 
crop went into the Government loan. Of the 16,000 bales, 10,000 of it 
is 1940 loan cotton. · . 

Mr. REED. And the remainder is what yead 
Mr. DossETT. Well, we have some of each loan. We have 324 bales 

in the 1934 loan; 2,000 bales 19:37-38 loan; 1,500 bales of the 1938-39 
loan; and we have about 2,000 bales of shippers' cotton, farmers' cotton, 
not in the loan. 

Mr. REED. Do yon believe that 16,000 bales at Cameron is E>Xce....~ive, 
as compared with the 1,000,000 bales carried in the city of Houston 1 

Mr. DossETT. We have storage capacity at Cameron for about 20,000 
bales. We have never been able to fill our capacity since the Govern
ment program in the reduced acreage . 

.Mr. REED. You have to keep your facilities open during the gather-
inS season to acco~1111odate pr~ducers in your area, do you? 

~ fr. DossE1T. \h. do; yes, s1r . 
.Mr. REED. How late at night do you keep open~ 
Mr. DosSE'IT. During the real busy season we usually rec.eive cotton 

till about 10 o'clock at night. Of course, the watchman is there to 
receivt~ cotton later, but the farmer does not get a receipt until the 
next day on cotton brought in later than 10 o'clock at night. 

.Mr. REED. I believe that is all. 
Senator ELLENDER. Mr. Dossett, do you have the figures with you 

of all the cotton that you now have on hand in all of your several 
fneilitil's? · 

Mr. DossETI. Yes, sir. 
Senator ELLE~DER. \\nat does that amOtmt to 1 
)fr. Dos~ETr. That amotmts tc-well, this is only the Government

loan cotton we have. These figures do not include shippers' cotton 
nor the cotton that the farmers own, that they have not pledged to 
the. loan, which is a wry small percentage of our stock. But we have 
97.903 ball's--this was January 1-at aU of our 8 plants, of cotton 
in the nrious Gonrnml'nt loans. 

Senator B.\NKHEAD. Is anv of it Government owned? 
Mr. DossETT. Yes, sir. • 
Senator R\NKHE.ID. How much? 
lfr. DossE'IT. 403 bales of the 1934-35 loan; 18,286 bales of the 1937-

38 loan; just about 18,000 bales of the Government loan; and the rest 
of it the farmers still have an equity in it. 

Senator Em~'DER. Have you made any profit in 1940? 
~fr. DossETI. X o, ~ir; because our fiscal year ends April 30, and we 

will show a loss in this fiscal year, beeause we will collect storage from 
the Govenm1ent in August on this, and that will go into our lli'Xt han
(lling season. . 

Senator ELI..L'\'DER. If vou could collect from the Government what 
is due rou from April to 'April. would your facilities show any profit t 

)fr. ·Do~SE'IT. We did show-in two of the corporations we showed 
a profit last year, last April, but it so happens that we handle very 
little cotton for the Government, and so last August-! mean last yea,r, 
you Sl'e, and t~ntillast August, to go into this fiscal year we had very 
little revenue m Government-loan cotton. . 
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Senator ELLENDER. Let me put it this way: In the last 5 years hav_e 

your facilities shown a profit each year~ -. 
M:r. DossETr. Two of the corporations have, I think. In 1932 or 

1933 we failed to show a profit. We have one small corporation that 
has never shown a profit smce 1930. 

Senator ELLENDER. In other words, what I am driving at is-and 
you have heard me ask the questions of these other witnesses--if it 
were not for the fact that you have this cotton on hand that you do 
not have to move and on which you get a certain fixed amomlt eaeh 
year, if it were not for that, your losses would be much greater~ 

Mr. DossETT. That is right. 
Senator ELLEXDER. Unless you should charge more for cotton that 

is !Jilt in there and moved every year~ 
Mr. Dossl!l'T. That is right. 
Senator ELLENDER. What were the charges that your companies 

made, if you recall, prior to the time when you began accumulating 
surplus? 

:Mr. Dossl!l'T. We have always made a charge since 1921, I think, 
sinr.e I have bt>en connected with this company-we have made a charge 
of 25 cents a bale for receiving the cotton, which included weighing, 
Bampling, and 15 days' free storage. Then we made a charge of 30 
(i>nts a bale a month, pro rata part of a month, after that as long as 
the cotton stayed in storage. We were so situated that we seldom 
kept any lon.g-time storage, because the cotton moved and was in the 
reeonct'ntratwn ports, in the nonnal channels of trade. 

Senator ELLENDER. For the first 15 days or half n1onth, it costs the 
farmer 25 cents a day 1 

Mr. DossE'IT. Yes. 
Senator ELLENDER. And thereafter 30 cents a month~ 
Mr. Dos.o:;E'IT. Yes. 
Senator ELLENDF.R. With such charges as those, how did the profits 

compa1·e with the present profits 1 
Mr. DossE'IT. Well, we made much larger profits all through the 

1920's, because we. had a much larger volume of business to deal with. 
although very little of the actual revenue during those years came out. 
of that storage rate. The bulk of it was an in-and-out movement of 
25 cents a bale, plus our compr~'-'Sion charge, on which we were getting 
a large volume movement. 

&nator ELLENDER. Well, strictly on storage-of course, you may be 
ditfel't'ntly situated than the average small cotton warehouseman, but, 
gene.rally speaking, how much cotton would your warehouse have on 
hand, say, where you had no compressor, per year, prior to 1934, let 
us say. when all the surplus has accumulated~ 

Mr. DossETT. I do not think our average holding time on cotton we 
r('('(>i\red would run over 60 days, if that long, per bale. 

Senntor ELLFNDIR. So that for that service the farmer would have 
to pav 25 cents for the first 15 days, and then for the 4.5 davs he would 
have to pay at the rate of 30 cents a month 1 · 

Mr. DossETr. Yes, sir. 
Senator ELLEXDER. And that would leave the total cost to the farmee 

of ~·our charges for handling that cotton I 
Mr. DossETr. Yes, sir. 
Senator ELLE..'\"DER. Does that include insurance~ 
~Ir. DossEIT. No, sir. 

294272-41---6 
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. Senator ELLENDER. What would that amount to? Do you know~ 
: Mr. DossETT. Yes. In our plants, because we never had large 
stocks of cotton, we naturally did not build an expensive plant such 
as they had at other locations where they did carry lar~e stocks, so 
it follows that our insurance rates were very high. vur average 

· insurance rates at these eight plants now cost us 5 cents a bale a 
month. 

Senator ELLENDER. How much did it cost you in prior years? 
Mr. DossETT. We did not insure the cotton. We had no interest 

in it. The rates were approximately the same. 
Senator ELLENDER. The farmer had to pay that insurance, did 

he noH 
Mr. DossETT. Either the farmer paid it or the cotton merchant. 
Senator ELLENDER. Was it as much as it now is, or more~ 
Mr. DossETT. It was better. 
Senator ELLENDER. And it would be how much a bale a month, 

did you say~ · 
Mr. DossETT. 5 cents a bale a month. We have a low of 3 cents 

at Waco and a high of 8 cents at one of our smaller plants. 
Senator ELLENDER. So that if the farmer paid insurance in ac. 

cordance with the rates that now exist, 5 cents per bale per month, 
and the cotton remained in the warehouse an average of 60 days per 
bale, his total cost for that bale for insurance and storage and 
sampling and everything else would be 80 cents, as I figure it? 

Mr. DosSETT. 70 cents, the way I figure it. 
Senator ELLENDER. 70 cents plus 10 cents insurance. 
Mr. DossE'IT. Yes, sir. That would be his entire cost. 
Senator ELLENDER. That is all. 
Senator BANKHEAD. Thank you, Mr. Dossett. 

STATEMENT OF 0. T. POOL, GENERAL MANAGER, AMERICAN 
COMPRESS & WAREHOUSE CO., SHREVEPORT, LA. 

Mr. PooL. My name is 0. T. Pool, general manager of the Amer· 
ican Compress & Warehouse Co., with branches at Shreveport, 
Alexandria, and Nacogdoches, Tex: 

Mr. REED. Will you give us some idea of the size of those com
munities, Mr. Pool~ 
· Mr. PooL. Shreveport is 95,000, Nacogdoches is 13,000, Alexandria 

28,000, and Bunger about 5,000. 
Mr.· REED. What is the size o£ the facilities located at those points, 

stated in terms o£ bales stored~ 
Mr. PooL. We can store 120,000 bales at Shreveport, 26,000 bales 

at Nacogdoches, 27,000 bales at Alexandria, and 6,500 bales at 
Bunger. 

1\lr. REED. About what are your present stocks~ 
Mr. PooL. We have 80,000 bales at Shreveport, 21,000 at Nacog

doches, 27,000 bales at Alexandria, and 1,900 bales at Bunger. 
Mr. REED. Yon heard the testimony here with respect to the effect 

of this proposal concerning competitive bids~ 
· Mr. PooL. Yes, sir. 

l\Ir. REED. Do you concur in the statements made~ 
Mr. PooL. Yes, sir. 
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Mr. REED. Would it result in an increase to the producer ?f t~e 
handling charues for marketing and handling of h1s cotton 1f this 
plan should be~made effective~ 

Mr. PooL. Yes; sir. . . 
Mr. REED. Have vou anythmg else you w1sh to say, Mr. Pool~ 
Mr. PooL. No; except we may possibly be forced to give up all our 

loan cotton if the rate goes below 12% cents. 
Mr. REED. You do not feel that you could carry it at that~ 
Mr. PooL. No. · 
.Mr. REED. I believe that is all. . 
Senator ELLENDER. Mr. Pool, you heard all of the questions that 

have bl'en asked. Do you concur in these statements that have been 
made? 

1\Ir. PooL. Yes, sir. 
Senator ELLENDER. That is, in respect to the additional costs that 

you would have to put on for storage if you did not have this Govern
ment cotton~ 

Mr. PooL. That is right. 
Senator ELLENDER. Do you charge the same rate for storing cotton 

and hnmlling to people who do not make a loan with the Government~ 
1\Ir. Poor,. We do; yes, sir. 
Senator ELLENDER. What is the rate~ 
~h. Poor •. There is no difference. The charge is all the same. Our 

rate is the same to the Government as it is on this year's cotton, as it is 
to anvbodv else. They are all the same. 

• Sl'nntor· ELLENDER. And how have your profits been, as compared 
to, let us say, this year and back to 1932 or 1933, with the profits 
before that time, when your cotton storage was 25 cents, or 30 cents 1 

Mr. PooL. 30 cents. We got 35 cents for the first month's storage, 
then 25 cents a bale a month. 

Sl'nator ELLENDER. Exrlnding, if .it is possible to do that, the addi
tional cost that you wPre put to by vutue of the Wages and Hours .Act, 
would you say that the profit that you are now making under thel 
present rate is much less than it was prior to this period of time? 

Mr. PDoL. No; I would not say it is much less because of the loan
factor cotton. Without the loan cotton it would be considerably less. 

Sl'nntor ELLEXDER. Would you say they were about the same 1 
Mr. PooL. No; I think with the loan rate around 18 cents, the present 

situation with the loan cotton is better than it was. 
:-lt>nator ELLEXDER. So that confirms the statement that without this 

GoYemnwnt backlog cotton vou would probably be in the red~ 
Mr. PooL. Thl're is no dmibt about it. At three of the plants I am 

sure that is true. 
Senator ELLEXDER. That is all. 
Sl'nator BANKHEAD .• \.re there any further questions 1 Thank you, 

Mr. Pool. 

STATEMENT OF G. H. SHERMAN, RAYNESVILLE COTTON WARE· 
HOUSE CO., RAYNESVILLE, ARK. 

Mr. SHER.luN. My name is G. H. Sherman, Raynesville Cotton 
Warehouse Co., Haynesville, Ark. 

Mr. REED. What size community is that@ 
Mr. SniRYAN. Two thousand five hundred people. 
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Mr. REED. What is the size of your warehouse there? 
Mr. SHERMAN. We. have storage facilities for around 20,000 bales. 
Mr. REED. What is the present stock~ 
Mr. SHERMAN. On the first of January it was 19,500 bales. 
Mr. REED. How much of that. was Government-loan cotton? 
Mr. SHERMAN. Well, approximately 19,000 bales. 
Mr. REED. How much of it was owned by the Government and how 

much of it was producr-owned ~ 
Mr. SHF..RMAN. There is about 500 bales in the 1935 loan, about 

11,000 bales in the 1937-38 loan, and about 600 bales of the 1938-39 
loan. 

Mr. REED. The rest of it 1940--41? 
Mr. SHERMAN. Yes, sir. · 
Mr. REED. Then not more than 50 percent of your stoek is Gov-

ernment-owned stock~ 
Mr. SHERMAN. Yes, sir. 
Mr. REED. What is your insurance rate per bale per month~ 
Mr. SHERMAN. For three of my sheds it will run about 2lf2 cents 

a bale per month. On the other shed it will run about 9 cents. 
:Mr. REED. You heard Mr. Pool's statement and the other state-

ments made with respect to this matter~ 
:Mr. SHERMAN. Yes, sir. · 
Mr. REED. Do you concur in those statements? 
Mr. SHERMAN. Yes, sir. 
Mr. REED. I think that is all. 
Senator BANKHEAD. Are there any questions? Thank you, Mr. 

Sherman. · 

STATEMENT OF M. W. HILL, CARUTHERSVILLE, MO., PRESIDENT, 
SOUTHEAST 1\HSSOURI COMPRESS CO. 

Mr. HILL. My name is M. W. Hill, Caruthersville, Mo. I am 
president of the Southeast Missouri Compress Co., and also presi
dent of the Southeast Missouri Compress Association. We only 
have eight counties in southeast Missouri, and we have eight com
presses, a compress for every county. 

Senator Mc:KE:u.An. Do you produce good staple cotton, Mr. Hill~ 
Mr. HILL. Yes, sir. , 
Senator McKELLAR. I think it is as fine cotton as I ever saw, that 

grew down in Randolph County. 
Mr. HILL. Yes, sir. I have been in the cotton business for 30 years, 

and our cotton all goes to Greenville, S. C., and Dan River, Va., an 
inch and one-sixteenth and an inch and one thirty-second. We have 
very little cotton below an inch. 

All the 1939 loan cotton is sold. I paid as high as $4 a bale 
equity last year on that cotton. Now, the cotton that went into 
the loan this year, about 8,000 bales, is practically all sold now. All 
that cotton wE>nt to Greenville, S. C., and Dan River, Va. 

Mr. REED. '\"\11ere are Y.our compresses located, Mr. Hill~ 
Mr. HILL. Caruthersville, l\Io., and Hayti are the chief plants. 

Caruthersville is about 7,500, and Hayti about 3,500 population. . 
Mr. REED. What is the capacity in bales? 
~Ir. HILL. 115,000 bales at the two plants. 
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~Ir. REED. What are your present stocks! 
.Mr. HILL. The present stocks are 45,600 bales, of which 30,000 bales 

is Government-owned cotton. 
Mr. REED. You heard statements made here with respect to this 

problem of rec<Jllcentration and competitive bids on this cotton f 
Mr. HILL. Yes, sir. 
Mr. REED. Do you concur in the statements made? 
Mr. HrLL. Yery much, except one thing I notice they left out, and 

that is in the reeoneentr,tticn of cotton there is a loss of 6 to 7 pounds per 
Lale. That is :-;imply because the bales are thrown into the boxcars, 
and the wind whipping through it, they shrink that much. I sent my 
own weigher over to GreE'nville, S. C., and had him weigh the cotton 
with his own scales, and I know that is a fact, that it actually loses 
that much. 

Senator BANKHEAD. In other words, you ~o along the road Lehind a 
cotton truck, and the trees all along will be filled with cotton. 

Mr. HrLL. Yes, sir. 
Senator BANKHEAD. Cotton that has blown off and pulled off the 

hales. 
Senator ELLENDER. On the other hand, I belie\'e we have got some 

evidence to show that when cotton is sent from the interior to the 
port it absorbs more moisture and weighs more. 

Mr. HILL. We operate under Go\"ernment supervision, and I would 
Le glad to furni::;h tomorrow actual Government figures showing that 
-cotton that has been concentrated and went through the ports has lost 
as high as 15 pounJs per bale. 

Senator McKELLAR. But your experience shows that the average is 
about 6 pounds per bale Y 

Mr. HILL. Yes, sir. 
Senator ELLENDER. Would not that same loss occur if you shipped it 

from your warehouse to the mill that used it, consumed it~ 
Mr. HILL. Exactly. · 
Senator Eu..ENDER. So it would not be exactly due to concentration t 
Mr. HIIL. Yes, sir; it is. If you ship it to some other place and then 

~hip it back to the mill, you have lost 12 pounds. You have got two 
losses. 

Senator ELLENDER. You could lose it all if you continued shipping, 
according to your view. That is all the questions I have. 

Senator BANKHEAD. Thank you, Mr. Hill. Who is your next 
witness! 

STATEMENT OFT. L. HARRIS, REPRESENTING THE SELMA 
COMPRESS CO., SELMA, ALA. 

· Mr. HAJUUs. My name is T. L. Harris. I represent the Selma 
Comprl'ss Co., Selma, Ala.~ also the Alabama Bond & Warehouse. 

Mr. REED. Will you give some idea of the community in which 
you o~rate, and ;our facilities W 

Mr. HARRIS. "e have a population in Selma of approxin1ately 
20,_000 • 

.1\!r. REED. And do you have a plant similar to it at some other 
pointt 

Mr. HARRis. No. sir. 
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Senator BANKHEAD. You represent the Alabama Warehousemen's 
Association~ 

Mr. HARRIS. Yes, sir. 
Mr. REED. Is Mr. Barnett president of your facilities~ 
Mr. HARRIS. Yes, sir. . 
Mr. REED. What is the capacity of your facility in bales sold~ 
Mr. HARRIS. 8,556. 
Mr. REED, What is the present stock~ 
Mr. liARRis. 27,000. 
Mr. REED. What is the division of that as between Government

owned and Government-loan cottonY 
Mr. HARRIS. Well, we have approximately 20,000 bales of Govern

ment-owned cotton, and 5,000 bales of Government-loan cotton. 
Mr. REED. Have you heard the statements here with respect to the 

effect of this competitive-bid program on the rates·that:you· charge 
for the handling of producers' cotton~ 

Mr. HARRIS. Yes; I have. 
Mr. REED. Do you concur in those statements~ 
Mr. HARRis. Absolutely. · 
Mr. REED. What is your insurance rate per bale per month~ 
Mr. HARRIS. About a cent and a half. 
Mr. REED. I believe that is all. 
Senator BANKHEAD. Are there any other questions~ Thank you, 

Mr. Harris. 

STATEMENT OF J. W. MURCHISON, PLAINVIEW, TEX. 

Mr. MuRcmsoN. My name. is J. W. Murchison, Plainview, Tex. I 
represent 5 corporations operating 9 compress plants and approxi
mately 10 or 12 warehouse plants. 

Mr. REED. Will you name those points and give us some idea of the 
size of them~ . 

Mr. MURCHISON. You mean population or storage? 
Mr. REED. Population and storage too. 
Mr. MURCHISON. The compress plantf; are located at Pittsburg, 

Tex.-they are all in Texas-Pittsburg, Plainview, Littlefield, Brown
field, Lometa, Tahoka, Slaton, Russell, and Quanah. Warehouse 
points: Monnt Pleasant, Gilmer, Athens, Crosbyton, Hale Center, 
Paducah, Sudan, Mule Shoe, Chillicothe, Quitaque, and Roaring 
Springs. 

Mr. REED. Without going into the population, they are all small 
communities except Plainview~ 

Mr. MURCHISON. Yes; that is about the largest town we operate. 
Mr. REED. Have you heard the statements made here with respect 

to this problem of competitive bids and restoring and reconcentrating 
Government cotton~ 

Mr. MURcmsoN. Yes, sir. 
Mr. REED. Do you concur in those statements 1 
Mr. MuRCHISON. Yes, sir; fully. 
Mr. REED. I believe that is all. 
Senator BANKHEAD. That is all, Mr. Murchison. Thank you. Call 

the next witness. 
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Mr. REED. We have some witnesses that will be here in the morning, 

Mr. Chairman. We have exhausted our present list of witnesses. 
Senator BaNKHEAD. Will you be able to finish tomorrow morning¥ 
Mr. REED. Yes; I think so, except we would like to have an oppor

tunity to put one or two farmer witnesses on who could not get here 
till Monday. They had arranged to be here Monday, and then the 
meeting was postponed till Thursday, and we would like to reserve 
time for them. 

&nator BANKHEAD. That will be all right, Mr. Reed. Now I un
derstand, gentlemen, that everyone here who desires to be heard has 
been heard. We will meet tomorrow morning in this room at 10 
o'clock. Mr. Reed says his witnesses are on the1r way and we do not 
want to inconvenience them. When we conclude tomorrow we will 
recess until next Thursday morning at 10 o'clock. As I said in the 
beginning we want to hear everybody who has anything of value to 
present, but we do not want long repetitions, because, as everybody 
understands, we are trying to get action on this matter at the earliest 
possible date. 

We will stand in recess until tomorrow morning at 10 o'clock. 
(Whereupon, at 4: 25 p. m., the committee adjourned untillO a. m., 

Saturday, January 25, 1941.) 



REGULATING THE WAREHOUSING OF COTTON HELD BY 
THE CO)DIODITY CREDIT CORPORATION 

SATU:rtDAY, JANUARY 25, 1941 

UxiTED STATES SENATE, 
CoMMITI'EE oN AGRICULTURE AND FoRESTRY, 

Washington, D. 0. 
The committee met, pursuant to adjournment, at 10 a. m., in the 

committee room, 324 Senate Office Building, Senator John H. Bank
head presiding. 

Senator BANKHEAD. All right Mr. Reed, call your first witness. 
~flo. REED .. Mr. Blackburn. 

STATEMENT OF N. C" BLACKBURN, TREASURER AND GENERAL 
MANAGER, UNION COMPRESS & WAREHOUSE CO., MEMPHIS, 
TENN. 

Mr. BLAcKBt'RX. My name is N. C. Blackburn. I am treasurer 
:111d g-(·neral manager 'of the Union Compressing & w· are house Co., 
with gt·neral offices in Memphis, Tenn., and operating plants in five 
Stlltes. 

Our compat:y is a corporation consisting of 441 stockholders, 25 
JWrcent of wluch are actual producers of cotton. 

The locations of our plants are as follows: 
Deentm\ Ala., with a population of 16,640; this is a United States 

Londed wart>house with a eapacity of 51,500 bales; Delhi, La., popu
lation 1,192, with a bondetl capacity of 35,000 bales; Ferriday, La., 
population 2.891, bonded capacity 45~500; Greenwood, Miss., popula
tion H.i6!, bonded capacity 45.000; Hope, Ark., population 7,500, 
honde<l capal'ity 63~000; Memphis, Tenn., population 291,312, bonded 
capacity 90,000: Natchez, Miss., population 15,000, bonded capacity 
18.000; Rayville. La., 2.4:15 population, bonded capacity 63,000; Rose
dale, :\Ii~ .• 2.523 population, 40.000 bales of capacity; Vicksburg, 
~Iiss., :2.4,283 population, bonded capacity, 35,000; Winnsboro, La., 
populatiOn 2.932, bonded capacity 871500 . 
. The. total bondeJ cap.wity in these 11 plants is 575,500 bales, and 
~mce 111 &•me plants a con~iderable amount of that cotton is com· 
pt'I:'R.::('d, more cotton um oo stored--

Senatot· BANKHEAD. What is the name of the comRany f 
~lr. BLACKR'!CRX. rnion C<>mpress & Warehouse Co. 
~lr. REED. Do ~·ou haYe the present stocks~ You have given the 

('apacit~·: will you IJOW gin the stocks l 
~lr. BucKBl:'ltN'. Do ~·ou mean the stoc·k as of January 1¥ 
~fr. REED. I woulo just giYe the totals. 

85 
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Mr. BLACKBURN. 377,674 bales was the total capacity of these 
plants on January 1. 

Mr. REED. Your stocks were what? 
Mr. BLACKBURN. That was the stock, 377,674 on January 1. 
Mr. REED. And what would you say the total capacity wasY 
Mr. BLACKBURN. The total bonded capacity was 575,500. 
Mr. REED. Pardon me; go right ahead. 
Mr. BLAcKBURN. The average receipts of these 11 plants is 500,000 

bales a year. The present stocks are approximately 100,000 bales 
today less than the stocks as of the same date last year. That is due 
to the heavy movement of cotton for various reasons from plants in 
the locality in which we operate, running from Alabama over to 
Arkansas. 

Our 1934-35 and 1937-38 stocks amounted to 145,773 bales. 1938 
through 1940, and these are all loan stocks, are 108,592. That makes 
a total of 254,365 bales Government-owned and Government loan 
cotton. 

The farmer's cotton, free, which has not been placed under loan, 
because a considerable amount is being withdrawn daily, is 123,309 
bales. That is all of the free cotton we have now of ,shippers, farmers, 
and other holders of cotton. 

I wanted to bring out a situation, i£ permissible here, Senator, 
in the handling of cotton in our territory, particularly in Louisiana, 
where in 1937 we had an exceptionally large crop. We started off 
the season with a small stock on hand on August 1. The gins were 
running day and night, and in one of the plants, between four and 
five hundred bales were brought up to us at niO'ht and dumped on 
the plant. We made a protest to the civic chili, and the farmers 
came to us in a body and requested we accept this cotton because 
cotton was going into loans so readily and. they wanted to get the 
money immediately. That was in 1937. 

That made it necessary-
Senator BANKHEAD (interposing). That was the big crop year. 
:Mr. BLACKBURN. Yes, sir. 
Senator BANKHEAD. The biggest year in the history of the coun

try, was it not~ 
Mr. BLACKBURN. That is right. 
That made it necessary for us to immediately build some addi

tional facilities to take care of the cotton. Our contract provided 
the cotton must be under cover and we had no alternative except to 
make those extensions, due to the demand of the farmers in that 
locality. 

We explained the situation to them as clearly as we could
Mr. REED (interposing). What investment did you make as a re· 

sult of that demand of the producers in the community in Louisiana t 
Mr. BLACKBURN. In Louisiana we made an investment, since the 

loa111 program, of a little over $300,000. 1 should say that is the 
total investment; I do not have the actual dollars and cents but it is 
a fraction over $300,000, and of that total of $300,000 there was 
$150,000 in Louisiana. 

Mr. REED. Are any of those improvements you made now idle as 
a result of the movement of cotton out of your facilities~ 
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Mr. Ik.tcKnt:n!\'. Yes. We haYe three warehouses holding 15,000 

bales. There Wlls not a bale of cotton put in those warehouses this 
~ason because the stock was considerably less--

Senator ELI-ENDER (interposing). Was that due to short crop~ 
Mr. liL.\CKBUHN. Yes. , 
Senator ELLENDER. The shortest in a long time? 
Mr. BLACKnt-:uN. That is right. 
Mr. REED. In other words, due to the highly fluctuating produc

tion in 1g37 as compared with normal production, you had to expend 
$150.000 in Louisiana in order to ac<:-'Ommodate the producers for 
facilities that nre nat now in use~ 

Mr. BLACKBURN. That is right. We have a situation where we 
have to be the bookkeeper for the producers in those communities. 
In the. Mif'sissippi Delta plants they have a more accurate record, 
but in some of our other plants the people come in at all times, even 
on Sundays, and ask us to come down to the plant and ascertain 
the status of their cotton; they do not know whether the Govern
ment owns it or whether they own it and they want to know whether 
they have anv cotton left. That i.'l a service we render to these pro
ducers. w· e 'feel that the warehouse industry is an important part, 
compre~sing and warehousing, in the marketing and servicing of 
cotton. 

Mr. REED. I would like you to give the committee some idea of 
your handling costs. Do you have some figures on that, Mr. Black
burn! 

Mr. BLACKBURN. Yes, sir. I thought I might be asked that ques
tion, and I talked with my office last night and got a few of these 
fi,!!Hres. 

Our handling costs since 1932, since the loan program, the cost per 
bale for the handling of cotton, not including depreciation or general 
office overhead expense, but the plants' operating cost basis on num
~er of bales received, shipped, and handled during the season, has 
mcreas<'d from 78 cents to $1.68 per bale. 

Mr. REF..o. It was 78 cents per bale in what year? 
Mr. BLACKBURN. 1932. 
Mr. REED. And what was the other year¥. 
Mr. BLACKBURN. 1939-40. 
Mr. REED. And what was the cost per bale in that year~ 
Mr. BLAcKBURN. $1.68; using the same method of figuring the 

handling of the cotton. · 
Mr. HEED. Were there any peculiar conditions in the 1939-40 sea

son with respect to handling and rehandling of any of these Govern
ment or producer loan stocks~ 

Mr. BLACKRDRN. Yes. During that season we were sampling 
barter cotton whPn they were getting a class on the 1934--35 cotton. 

Mr. REED. About what percent of that increase, Mr. Blackburn, 
do ~·ou attribute to the wa~-hour law which went into effect October 
4, 19;18: about how much of that do you attribute to that law l 

.Mr. BL.-\CitntrRN. ~Ir. Reed, our actual per bale handling cost has 
increased from 9 cents in 1932 to 21 cents in the year ending May 
31, this past ~ear. 

Mr. REED. Some of that could be due to the rehandling as well as 
to tht> wage increase~ 
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Mr. BLACKBURN. That is true in certain years. I have it by years' 
here somewhere. • · 

Mr. REED. I would like to give the committee some idea of the
extent the increase is due to the wage-hour law, that is~ from October-
4, 1938, as compared with the period prior to that time. 

Mr. BLACKBURN. We consider our costs have increased about 42 
percent, so far, under the wage-and-hour law. 

Mr. REED. 42 percent Y 
Mr. BMcKBURN. Yes. 
Senator ELLENDER. For what is that? 
Mr. BLACKBURN. Labor and clerical expenses under the wage-hour 

law. · 
Senator ELLENDER. You say that the increase per W11r per bale-

from 1932 to the present is from 78 cents to $1.68? • 
Mr~ BucKBURN. Yes, sir. 
Senator ELLENDRR. And that the fig11re of $1.68 does not include

your office costs? 
Mr. BucKBURN. It does not include our general office figure; no,. 

sir. 
Senator ELLENDER. Exactly what do you mean by that; do you 

mean it does not include the costs at the central office?. 
Mr. BucKBURN. Yes; it does not include our costs at Memphis; 

that is just· the plant cost. 
Senator ELLENDER. Does the figure of $1.68 cover all of the costs. 

at the plant? 
Mr. BucKBURN. Yes, sir. 
Senator ELLE.t"'DER. How mucli additional would von add to cover 

these other costs? · 
Mr. BLACKBURN. I do not have those figures available, Senator, but 

that includes interest on indebtedness and also your official salaries
and all of those things. I do not have those available here. 

Senator ELLENDER. Could yon give, for the committee, a break
down o£ the $1.68 ~ 

Mr. BLACKBURN. Yes, sir. That includt'S your labor~ your salaries, 
your office expense, your fuel cost for compressing the' cotton, your 
water and light bills, your Social Security tax at the plant, your 
claims at the plant, your drayage and /truckage accounts, your 
tractor accounts, your machinery operating account, and your re
pairs to property account. Those are the principal items that make· 
it up. 

Senator ELLENDER. Are you able to segr{'gate the increase per bale 
£or storage, that is, for getting the· compressing~ I understand the 
issue here is with respect to storage; is .that not true? 

Mr. BucKBURN. That is true. 
Senator ELLENDER. Have vou anv break-down as to the difference 

in the cost per bale from 1932 to the present for storage~ 
Mr. BLACKBt:'RN. That is the reason I asked about the cost figures 

giving the basis of how the figures were arrived at for cotton which 
was received, compressed, and shipped. 

Senator ELLENDER. Are you able to separate the increase in cost, 
i£ anv, and I suppose there has been, of storage, forgetting the com
pressing andl .any other thin~s connected with. compressing, but 
simply relegatmg the figures, lf you can~ to the mcr!:'ase from 1932 
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·or from any other year you desire, in the cost of handling cotton for 
storage purpose~ onlY, from that year 1932 up to the present i 

Mr. llL..\CirnrnN. i doubt if there is hardly a compress facility 
that could break that duwn for you, Senator, because the cotton had 
this co:;t intem_~ingled with all of the other oper~tions, such as re
!';ampling. rewe1glnng, and so on, but we all realize we haYe had a 
tremendous iBcreaiie in the cost of handling. 

Senator ELI.ENn.ER. Woukl you be able to gire an idea of how much 
of this $1.1>8 is c·hargeable to compressing; ju~t a percentage about 
how much that would be 1 

Mr. llLACKBUHN. Wh:lt it would coflt for compressing a bale of 
cotton'? 

Seuator ELLENDER. Yes. The re:st of the cost~ I assume, would go 
toward storage, would it not I 

Mr. BLACKBURN. We consider 37 cents a bale for the actual com
pression, before inw,-;tment on the machinery itself. 

Senatot· ELLENDER. So that if you deduct about 30 cents per bale 
from the figure. you haYe giwn .of $1.68 and the figure of 78 cents, 
yon would then havl:' the approxunate cost--

1\Ir. BL..\CKBTJRN. No, sir, you would not, Senator, because there
sumpling and t·ehandling of It has brought conditions about and they 
have duwged so muterially from 1932 through 1939 it is almost im
possible to get a break-down of that. 

Senator ELLENDER. At that point, let me ask you this: When cotton 
is received by your warehouse, are you called upon to give samples of 
that cotton so that it can be graded by the Government or any other 
.agency~ 

Mr. BLAcKnt;RN. 1 ou mean when it is deliYered to the warehouse~ 
Senatot• ELLENDER. Yes. 
Mr. BLACK.RURN. Every bnle is sampled. 
&nat or ELLENDER. Tht> cost of that sampling, that particular amount 

o()f t>Xpt>Hse, is inclndt-d in the initial cost of 15 cents per bale per month Y 
.Mr. BLAcKBURN. That is right. 
Senator Eu,ENDER. Suppose you are called upon to give more sam

ples or do anything else to thnt cotton; are you not paid for thatW 
.Mr. BLAcKBURN. Y e..;;;, sir. If we haYe to go back to that cotton we 

get 10 l't>nts a bale. W i:' figured our average cost of resampling this 
season run 28 cents a bale, for which we did not receive anything, but 
if anyont> t.>lse had ordet-etl the sample we would haYe l't>ceived 10 cents 
a bale. 

Senator Ell.ENDER. So, as a rule, warehousemen are paid extra for 
any othe1· work they do to this cotton after this initial cost to which we 
have already referred l 

~Ir. BLAcKBURN. T!le ~varehousemenreceive 10 cents for rehandling 
and 10 oonts for l't>Weighmg. We handle about 1 percent for reweigh
ing, and we sample approxima~ly 50 percent of it in our territory. Of 
course, those conditions vary from ~rritory to territory. 

Senator ELLENDER. Off the record. 
(Discussion off the record.) 

. Mr. BL.tCKBURN. You asked.me, &;na.tor, the actual cost of compres
swn, and the 37 cents I mentwned IS JUSt for the fuel and handling 
labo1· at the compress and does not include other expenses. 

&nat or ELLE~>~"DEB. It does not take into account transportation t 
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Mr. BLACKBtmN. No, sir. So far as the incidental cost of servicing 
into the warehouse and back to the warehouse for compression, that is 
not included. 

Senator ELLENDER. Since you have opened up the question, I want 
to break this down so we can see the additional cost in actually storing 
cotton from 1931 to the present time. · 

Mr. BLACKBURN. It is almost a physical impossibility for any ware
house to do that, Senator, on account of the manner in which the 
industry has to operate. 

Senator ELLE~"'DER. It was testified to yesterday that, as a rule, cotton 
that was in the loan and in which the farmer had an equity, or cotton 
that :was not in the loan, usually remained in your warehouse an aver-
age of 60 days to as much as 6 months. · 

Mr. BLAcKBURN. That is right. · 
Senator Eu:..ENDER. Is that about the average length of time cotton 

stays in the warehause 1 . 
.Mr. BLACKBURN. We have figured an average of 90 days that cotton 

would remain in our facilities. You can see from this report I just 
gave you, Senator, that we received up to January 1st of this year 
365,000 bales of cotton in these facilities, which was received during 
the months of September 15 to January 1, and of that 365,000 bales we 
only have about 100,000 pales on hand today. So, as far as this season's 
crop is concerned, it has not averaged 60 days this year. · 

Senator Eu:..ENDER. That is the point I want to bring out with the 
figures you have just given. So that if the average amount of time 
that you keep cotton that does not belong to the Government is not 
more than 90 days, that would mean that every bale of cotton that you 
take into storage, you have to sample it and in many cases prepare the 
papers for loans for the farmers who come here to store it, and for 
that service you get 45 cents per bale; is that correct~ 

Mr. BLACKBURN. That is right. . 
Senator ELLE...~DER. And also if it stays 90 clays, an average of 90 

days-I understand your books show that the average length of time 
a bale of cotton remains with you is 90 days¥ · 

.Mr. BLAcKBURN. Yes. 
Senator ELLENDER. So that every bale of cotton that you handle that 

does not belong to the Government itself, you get about an average of 
45 cents.for that service 1 

Mr. BLACKBURN. We won't get that this year, but that is the average; 
yes, sir. 

Senator ELLENDER. I know you will not get it this year because of the 
short crop, but next year you might get a little more than that, so it is 
going to average up, is it not~ 

.Mr. BLACKBURN. That is right. 
Senator ELLENDER. But for this 145,000 bales you say you have and 

the 108,000 bales that belong to the Government, you feel you could not 
maintain your establishment at the rate of 15 cents per bale, do you~ 

l\lr. BLACKBURN. I think it would be impossible for our company to 
operate on any less, Senator. 

Senator ELLENDER. What would be the least amount per bale per 
month that you could operate for? 

.Mr. REED. That is assuming he did not ha~e- . 
Senator ELLENDER (interposing). Assummg you do not have this 

immobile cotton. 
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Mr. BLAcKBtmN. That is a very difficult question to answer, Senator, 

for the reason there are so many factors that enter into that. Our 
tariff's are based and issued August 1 of each year. Our stock on hand 
determines the tariff for the coming season, taking into account the 
PXpense we have ahead of us, or the approximate cost of operation. 
We take our stock on hand August 1 to determine our next oncoming 
tariff. 

I think this will very forcefully bring that out. In the 1931-32 sea
son we had on hand 91,000 bales of cotton in these facilities-

Senator ELLENDER (interposing). With a capacity of 575~000 bales? 
Mr. BLACKBURN. No; it did not have a capacity of 575,000 bales at 

that particular time; in 1931-32 it was approximately 500,000 bale~. 
Senator ELLENDER. And you had on hand how many? · 
l\Ir. BLACKBURN. 91,147 bales. 
&nator ELLENDER. And this year, with a capacity of 75,000 more, 

yon haYe 377,000 bales of cotton, 254,000 bales of which is immobile 
cotton? 

Mr. BLACKBURN. That is right. 
Senator ELLENDER. So that as you have just indicated, unless you 

had on hand this immobile cotton, you would necessarily have to 
pay more for·this cotton that moves within 90 days~ 

Mr. BLACKBtmN. Yes, sir. 
SenHtor ELLENDF..R. Now, it has been testified to by several wit

nes~es "that the cost would not be less than 25 cents a bale, and you 
sny you do not know what it would be; would you say that is too 
much, or would it be less~ 

l\Ir. llLACKBDllN. Mv estimate is it would not be less than 25 cents 
prt· hale. • 

Rrnntor ELLENDER. It would not be less? 
l\Ir. BL.\<'KB('RN. That is right. 
Senator ELLENDER. So if a farmer who handles his cotton as he 

ordinarily woul~ instead of paying 45 cents, it would cost him 75 
ct:'nts a hale for the 9,0-dtlY anrage, and he would have to bear that 
burd<'n? 

l\Ir. BLACKRtrnN. That is right. 
Srnator ELLENDER. And the service which would be rendered for 

the 15-cent. charg-e would be the same as the service which would be 
retHler<'d for the 25-cent. charge; is that right~ 

~Ir. BLACKBURN. That is correct. 
Senator 1\IcKELL.\R. It would, therefore, cost the farmer the dif

ft.'rence between 25 Cl'nts and the pr(IS{'nt rate of 15 cents for the first 
month, and 12lj2 cents for the second month@ 

:Mt·. BLAcKnrrnN. Yes, sir. 
Senntor l\IcKFLLAR. "l1ich would add how much-have you the 

figures there to show how much that alone would add without regard 
to the frl'ight and sampling, how much that would add to the cost, 
per yenr~ to the farmer? 

Senator Eu.ENDER. It would be 30 cents per bale. 
:\Ir. Br .. -\cKnrnN. That would be 30 cents a bale, Senator, and we 

hnd an awragt" of 500,000 bales of cotton annually. 
Semltor Md\.FLLAR. If there were 6.000,000 b'ales of this Govern

metlt cottm1, how much would it be; it would be $1,800,000, would it 
not l 

~Ir. BL.\CRBt:;RN. Yes, sir. 
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Mr. REED. That 30 cents a bale, howtwer, Mr. Blackburn, would 
apply on the entire production-

Senator ELLENDER (interposing). That is the point I desire to 
make. 

Senator McKELLAR. I had in mind the figure the Department is 
now claiming of $5,000 a day, which is certainly ridiculous. . 

Mr. REED. Mr. Blackburn, you have covered the quPstion of in
creased tariff; do you have anything else? Have you made a state
ment about all of these facilities being opPrated under the Federal 
Warehouse Act~ • 

Mr. BLAcKBtmN. We do operate under the United States Bonded 
Warehouse Act and aU of our facilities are inspected rebrulnrly by 
Government inspectors to see that our scales are m proper order' ancl 
that the farmers and the purchasers of the cotton are getting :t 

:::quare deal and fair weight. We have kept a very accurate rec'ord 
of our cotton; we check our plants bale for bale to dPtermine the 
accuracy of all of our figures and for' every halt> of cotton in that 
:facility there is a licensed warehouse receipt outstanding. 

Mr. REED. Does that add to the ralue of the negotiablt> wal't>hou::'t' 
receipt to the purchaser? 

1\fr. BLACKBtmN. It is a very valuable st>rviee to the purchaser. 
You have the. Government examiner's report to show yon hare that 
bale of cotton in the facility. The Govt>rmnent checks the plant and 
that receipt is held by the Government or the cotton merchant. and 
he knows that bale is in the facilit~ .. 

Mr. REED. It makes it easier for the purchasl'l' to finance and 
l1andle his cotton. 

Mr. BLACKBtmN. That is right. 
:Mr. REED. Do you have anything else you want to mention, )fr. 

Blackburn~ 
Senator ELLENDER. There is one more question I would like to ask 

with respect to the cost. I wonder if you could tell the c.;ommittee
let us exclude this additional cost because of the Wages and Hours 
Act-as I understand, back in 1932, before we .liad surplus cotton and 

. when things were normal, we had a normal earry•over, and instead 
'of having 377,000 bales as you now have, there were 90,000 or 100,000, 
or maybe less than that on hand; what was your charge then per bale i 

Mr. REED. I wanted him to read that a while ago, Senator, but 
he did not get to do it. 

Mr. BucKBtmN. We started off in the 1932 season with 91,000 
bales on hand, ·and we had a tariff rate of 50 cents for the first 
month, 25 cents for the next 3 month,-; and then 15 cents. That did not 
include insurance. , 

Senator ELLENDER. How much more, approximately, would that 
add~ 

Mr. BLACKBtmN. In our facilities that averages 1112 cents per bale. 
Senator ELLENDER. Per month? 
Mr. BLACKBtmN. Per month; yes, sir. 

· Senator ELLENDER. So that would be 18 cents more per bale you 
·would have to add to this amount~ 

Mr. BLACKBURN. 11;2 cents a bale. 
Senator ELLENDER. That would be 1¥2 cents a yead 
Mr. BLACKBtmN. Yes, sir. 
Senator McKELLAR. For insurance alone? 
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Mr. BLACKBURN. That is right. We are controlled by bureaus in 
our territory. When we enter into· a C. C. C. contract, that is based 
on approximately the average value of cotton as of August 1. If 
you have a $50 bale of cotton which is now costing 11/z cents a bale 
for insurance, with the possibility under world conditions as of 
today affecting the prices of commodities, they are very liable to 
increase, .and if that goes to $75 a bale, your cost goes to 3 cents a 
bale. So we go into that contract with an unknown quantity which 
we cannot change during the year. ·Under our current tariff we 
issue to producers, if abnormal conditions come along, we can in
crt>ase our tariff to cover that, but we cannot on a fixed contract. 

Senator ELLENDER. The question I desire to ask you, Mr. Black
burn, is this: 

With the charge of 50 cents per bale which you had back in 1932 
for the first month and 25 cents a bale for the next 3 months and 15 
cents a bale for the remainder of the time, excluding this additional 
eost for labor because of the Wages and Hours Act, how did your 
l'eve.nue compare generally for that period to what it is now; would 
you be able to tell us that~ 

Mr. BLACKBURN. No, sir; I do not have those figures, but you 
will find they will run pretty close to the average in our company, 
Senntor. 

Senator ELLENDER. I wonder if you will be kind enough-! do not 
want to go into your business, but the point is I believe the com
mittee might be mterested in finding out that with this larger cost 
bark in 1932 in comparison to the average cost today, that if you 
exclude the wage-and-hour increase, that your costs are about the 
sume, and that, to my mind, would go to show that except for this 
immobile. cotton on hand you would have to probably go back to 
yonr former charges, and if you did, it would be a greater burden 
on the farmer. 

Mr. BLACKBURN. That is true. That could be broken down, Sena
tor. 

R{'Mtor ELLEID>ER. If you could prepare a little statement on that, 
I think the committee would like to have it .. 

Mr. Br~ACKBURN. You would have to arrive at that on the revenue 
1wr bale basis. 

l\lr. REED. I think that is very important. Could we do that~ 
l\lr. BLACKBURN. I think so. 
l\lr. REED. We will try to do it by next Thursday. 
S{'nator ELLENDER. Even if it is later than Thursday, we can put 

it in the record. It would not be necl'ssarv for the witne~s to be here 
to tl'stify about it, I take it, Mr. Chairman I 

Senator BANKHEAD. That is right. 
S{'nator McKFLLAR. W' e can get that and will be delighted to 

furnish it. 
&nntor ELLENDER. If you have it for two or three of these larger 

eont{'rns and also for two or three of the smaller ones, we can place 
it in the tl'stimony when we have the record made up. 

~Ir. BL.\CKBl'RN. We have that broken down in the office. I can 
~"-'tit by phone, but I do not have it available here. 

St•nator EIJ.ENDER. There is no hurry about it, and since these 
lw:trings will remain open for possibly 10 days or a little longer, 

:.'\H:.!i~-U-7 
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in the meantime we can put that statement in the record and I think 
it would be a good comparison and would be very instructive. . 

Senator LucAs. You testified as to the rate per bale back in 1932; 
how does that compare per bale in 1940, when you are dealing with 
the Commodity Credit Corporation~ . 

Mr. BLACKBURN. 15 cents straight through per bale. Our con-
traet with Commodity Credit is 12Y2 cents. • 

Senator LucAs. What was the total that you recei'n'd per y!.'nr 
per bale back in 19321 

Mr. BLACKBURN. That was $2.45 a bale that year. 
Senator LucAs. And what did you receive per bale last year~ 
Mr. BLACKBURN. $1.80. 
Senator LucAs. $1.90. 
Mr. BLACKBURN. $1.80. 
Senator LucAs. $1.80? 
Mr. BLACKBlJRN. Yes, sir. 
Senator LucAs. Let me ask you this further question: How dop,s 

the total number of bales in 1932 compare with the total number of 
bales in 1940 ~ Perhaps that has been answered, but I got in late. 

Mr. BLAcKruRN. We carried over that year 91,147 bales. 
Mr. REED. That is 1932 ~ 
Mr. BLACKBURN. Yes. 
Senator LucAS. What did you carry over in 19401 
Mr. BLACKBURN. Our carry-over at .August 1, 1939, wns 359,000 

bales. 
Senator BANKHEAD. You say you carried over; you mean you have 

that amount on hand on August 1? 
Mr. BLACKBURN. Of all classes of cotton. 
Senator BANKHEAD. On hand August 1? 
Mr. BLACKBURN. Yes, sir. 
Senator BANKHEAD. But that does not mean you actually carried 

thnt amount over in storage, and I think that is what the Senator 
wants. 

Mr. BLACKBURN. The receipts, with that carry-crver, were 523,000 
bales in 1932 and, in 1940, 478,000 bales. 

Senator LucAs. In other words, you carried 500,000 bales in 1932 ~ 
Mr. BL.-\CKBURN. We did not carry it through that year; we 

handled that many bales but did not carry them through the year. 
Senator EuENDER. The average amount of time, exclusive of the 

92,000 bales, was about 3 months. · 
Mr. BLACKBURN. In that particular case it was less than 60 days, 

Senator. 
Senator LucAs. Then there is no way you can determine exactly 

how long these bales will stay in the warehouse~ 
Mr. BLACKBURN. Yes, sir. 
Senator Lens. And is that true of the bales over which the Com

moditv Credit Corporation has control t 
Mr.' BLACKBURX. No; they take the !:-tock at the beginning and also 

the amount on hand at the end. 
Senator Ll'"CAS. You enter into a contract with them for the full 

yead 
Mr. BLACKBURN. Yes, sir. 
Senator Lt'"c.-~.s. Now, this question also may have been answered, 

but may I ask, Mr. Chairman, why this legislation is necessary~ I 
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do not know a thing about it and I would like to know why it is 
necessary, just briefly. 

Senator BANKHEAD. I am sure the Senator has noted the contro· 
versies we have had heretofore on this storage question; we have had 
it every year for 3 or 4 years. There is a contest now between the 
large port warehouses and the interior warehouses. The Commodity 
Credit Corporation has invited bids at the request, as I gather it, or 
at least, they have done it, to be made on a competitive basis for this 
cotton. Heretofore the rate has been fixed per month of storage and 
now they are inviting bids on a competitive basis, sealed bids, and 
the contest il' between the interior warehouses who claim they cannot 
compete with the large port warehouses in the matter of storage 
rates and that the removal to the ports is a cost that will represent a 
net cost to the farmers and the Government itself for removing the 
cotton to places where it is not needed because there is no present re
quirement for export cotton. That is what has brought it about. 

Senator LucAs. I thank the Senator very much. 
Let me ask this further question: Has there been any previous 

prececlent in the removal of this cotton from the interior warehouses 
to the warehouses along the coast Y 

Senator BANKHEAD. Not on the scale contemplated here. They 
have from time to time moved Government cotton there. Congress 
has twice prohibited the Commodity Credit Corporation from mov
ing cotton out of the locality where it is produced without the con
Rent of the producer; this includes not only producers' cotton but in 
the main applie."' to Government-owned cotton, to which the previous 
prohibition did not apply. because at that time the Government did 
not own the cotton. 

Senator LucAs. May I ask one further question W Does this legisla
tion fr('('Ze the cotton in the particular community where it is pro
duced, from the standpoint of warehousing! 

~enator BANKHEAD. Except under certain conditions. . 
Senntor LucAs. What are those conditions; when can they move 

this colton after you store it¥ 
St>nator BANKHEAD. The object of this bill is to retain the present 

status; to warehouse cotton just as they are doing it now and just as 
it has been done during all of the time of these loans by the Gov
ernment. 

Senat?r LucAS. That would still give them the authority, then, to 
1110\'e tins cotton out¥ · 

Senator B.\NKHEAD. Yes; they would have that authority where 
tht> !itorage facilities at'e not adequate and where the warehouseman 
will not meet prevailing rates, and there are some other things. If 
)'Oil will ~et what is called and even referred to as the "Bankhead 
bill." passeJ in 1938, Senator, you will find the specific grounds on 
which the ectton may be movl:'d without the consent of the producer. 

St>nator LucAS. This is a bill to proOOrt the fellow who is right on 
the g-round with his wal't'house against the fellow who might have a 
monopoly Ly ''irtue of being able to handle under the costs of .the 
local WRI'ehouse ¥ 

~enator B.\NKHE.\D. Y (>S. It is the belief of the in~rior warehouse. 
mnn and all of their repr.,s.>ntatives in Congress in both Houses, a.~ 
fllr as I {'au u&·ertain~ that if this movement is put int() operation it 
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will be oppressive and destructive of the interest of the local ware
house. 

Senator LucAs. It is your contention, Senator, from the statement 
you have made-- · 

Senator BANKHEAD (interposing). If this movement goes as far 
as they anticipate it will go. 

Senator ~UCA~. A~d you believe fr?m tl~e s~andJ?oint of economy 
that the legtslatlon IS that von have m tlus b1ll mll be as effective 
as if the cotton is moved out~ 

Senator BA~KHEAD. It may cost the Commodity a little more 
money. It will evidently cost the farmers more money and the loss 
will be heaviest on them in the long run. 

Senator LucAs. Why is that, Senator? I am not a cotton man 
and do not know anything about it. 

Senator BANKHEAD. The warehousemen .testified here. all day yes
terday it will inevitably result in increasing the handling rate to 
the farmer. 

Senator LucAs. In other words, if you take the bulk of the cotton 
out, then you have to increase your rates on the farmer in order to 
keep your warehouse a going concern? 

Senator BANKHEAD. That is right. 
Senator 1\IcKELJ:..rn. That is exactly right. May I say to the Sen

ator from lllinois that in addition to that, if this cotton, for instance, 
is taken from Memphis at the present time, and there is a good deal 
of it stored in Memphis and also in Cairo, in the Senator's State
if it is taken from Memphis and Cairo and sent to New Orleans, 
thi cost of resampling the cotton, because whenerer it goes into an
other warehouse it is resampled-and that probably runs from 10 to 
20 cents a bale on samples alone. 

Then there is the expense of hauling the cotton from Cairo or 
from Memphis to New Orleans and that has. to be taken out, and it 
all comes out of the farmer; whenever you put an expense on a bale 
of cotton, that is putting an expense on the farmer, as the Senator 
no doubt understands, and if the Government owns it, then it is 
taken out of the ale of cotton that the GoYernment own.s. So, 
when you count up the freight and the loss which is naturally in
curred by moving the cotton and sampling ancl handling of the cot
ton, instead of saving money to the Government, it is our contention 
that this new plan would cost the Government a great deal of money. 

Senator ELI.ENDER. Mr. Chairman., it might be well to state at this 
point for the benefit of the Senator from Illinois, that there has been 
some evidence brought to the effect that whenever cotton is moved 
from the interior to the ports it is usually earmarked for export, 
and that this additional freight that would be paid from Cairo or 
MemP,his to New Orleans tperefore adds a :alue to the co~ton and 
since It would have to be pa1d anyhow. there 1s not any loss mvolved. 

Senator .McKEu.AR. That is, if it is exported. but at the present 
time there is no export cotton, of course. 

Senator Elu..-wER. Of course, I do not know, but I understand 
there will be evidence produced to show that the amount of cotton 
that is brought to a P.ort, that is, from the .enti~ Southe.rn Sta~es to 
the Atlantic and Pacific ports, that very httle, If any, IS reshipped 
into the interior: that whenever it is shipped into a port and freight 
is paid, it would have to be paid anyhow if the cotton were shipped 
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abroad. So, you cannot ordinarily add that as an excess cost since 
it would have t.o be paid at any rate. 

Senator McKELLAR. Those figures will be brought out and have 
been brought out. : 

Senator ELLENDER. Yes. 
Senator BANKHEAD. Of course, that is a minor contention here, 

Senator, but the thought must not be ignored that even conditions 
in the export of cotton are now altogether changed. There are now 
nearly 2,000,000 bales of cotton in port warehouses and there is no 
use for it; it is jm.;t lying there like it is in the interior, because 
the export business has disappeared, and if the export business is 
not recovered, then there will be a new charge for transportation, 
shipping that cotton back into the interior mills, or wherever it may 
be used in this country. So you are gambling on whether it will be 
(•xported when you put it into the port, and it may be we will never 
get our export business back. 

Senator ELLLENDER. In further answer to the question of the Sena
tor from Illinois with respect to the freezing of this cotton, as I 
pointed out yesterday, if the bill is adopted as written, in my humble 
opinion it would have the effect of freezing the cotton where it is pro
duced or, in the alternative, to the place where it is located when the 
contract is entered into; but Senator McKellar and Senator Bankhead 
sn~gested an amendment in order not to have that occur. 

Senator BANKHEAD. The real object of that, Senator, is to preserve 
the status quo. 

Senator McKELLAR. It is to preserve the present system of handling 
cotton. We do not want to hurt any port or anything else, but we 
want to preserve the present arrangement. 

Mr. REED. Do you have anything further, Mr. Blackburn~ 
Senator AIKEN. I would like to ask a question. 
Do your facilities compress most of the cotton that you store~ 
Mr. BLACKBURN. They compress all of the cotton excepting our 

Decatur, Ala., plant. 
Senator AIKEN. Is that true of most of the facilities~ 
Mr. BLACKBURN. Yes, sir. 
Senator AIKEN. Does the Government exercise control oYer the com· 

pressing charges or do you fix your own rates~ . 
Mr. BLACKBURN. We make our tariff out and send it to the Federal 

Warehouse Department and if it is thought to be excessive or out of 
line, the Dt>partment has authority to correct conditions which are 
injurious to the farmer or otherwise under the Textile Warehousing 
Act. 

Senator AIKEN. And that includes compressing charges! 
Mr. BLACKBURN. Yes, sir. 
Senator BANKHEAD. What proportion of warehousing facilities com

press cotton; what proportion of the cotton is compresSed~ 
Mr. BLACKBt'RY. In the Mississippi Valley area practically all of 

~he cotton is compressed for shippmg and the carload-rate structure 
1s ba~d on that. In the eastern belt, closer to the vicinity of the mills, 
a considerable part of the cotton goes out flat to the mills. 

Senator EIJ..ENDER. This bill affects warehousinO' only and does not 
affect compressing at all; is that not correct t t:J • 

Mr. BucKBt'"RN. Yes, sir. 
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Mr. REED. Mr. Blackburn, you gave 1931 or 1932 your carryover for 
that year which was it~ . 

Mr. BLACKBURN. 1932 was the one I gave. 
Mr. REED. Will you give the intervening years and the rates, 

please~ 
Mr. BLAcKBURN. The carry-over in 1932 was 91,000 bales and the 

tariff was 50 cents for the first month, 25 cents for the next 3 months, 
and then 15 cents a bale. 

In 1933 the carry-over was 94,000 bales, with the same tariff. 
In 1934 the carry-over was 85,000 bales, with a tariff of 25 cents a 

bale for the first month and 15 cents thereafter. 
In 1935 the carry-over was 115,000 bales. The tariff was 40 cents 

for the first month, 25 cents for the next 2 months, and 15. 
In 1936 the carry-over dropped back to 98,000 bales, with a tariff of 

25 cents for the first month and 15 cents thereafter. 
On August 1, 1937, our stocks on hand dropped to 49,000 bales of 

cotton in these facilities; that was the carry-over for that year. Our 
tariff was 25 cents for the first month, and the tariff following that 
year was 40 cents for the first month, 25 cents for the next 2 months, 
and then 20. 

The 1937 crop was a big crop, and therefore our stocks began to go 
into loan and bank up. On January that same year we reduced our 
tariff back to 25 cents for the first 3 months and then 15. After the 
stock began to come back up, we had 49,000 carry-over, and it started 
to mount up, and we cut our charges in that same year. We did not 
include insurance during that year. 

In the next year, we jumped to 359,000 carry-over, and it dropped 
to 15 cents, including insurance. 

Mr. REED. That is what it is today? 
Mr. BLACKBURN. Yes. 
Senator McKELLAR. When was the 12ljz-cent rate for succeeding 

the first month~ . 
Mr. BLACKBURN. The Commodity Credit rate~ 
Senator McKELLAR. The present rate. 
Mr. BLACKBURN. The present rate, on August 1, 1939, they allowed 

15 cents for the first 3 months and 12% thereafter. . 
Senator McKELLAR. Now it is 15 cents for the first month and 12% 

thereafter Y 

Mr. BLACKBURN. That i.s only when it is inducted into the loan on 
the new contract, but under the old contract it is 121f2. 

Senator LucAS. May I ask the witness this question, Mr. Chairman Y 
Do you believe this legislation will have a tendency to induce the 
people who live in these cotton communities to increase their ware
house facilities by building new warehouses there¥ 

Mr. BLACKBURN. There IS a condition of this kind with the amend
ment that has been introduced. 

Senator LucAS. Have any new warehouses been constructed in the 
last couple of years~ 

Mr. BLACKBURN. Yes, sir; in order to meet the demands of the 
farmers who want to get the bales in under loan and get their money. 

Senator LucAs. I can see something may be in this bill which would, 
assuming that Senator Bankheads' position is correct, and I do not 
doubt that it is, and that we will have no export cotton for a number 
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of years, I can see the possibility of some of these exporters along the 
coast practically going out of business, perhaps for lack of revenue 
from a storage standpoint, in the event this C?tton was f_roze!l in the 
community and warehouses were constructed t1me after time m order 
to meet the crops as thev come along; I am assuming we will have more 
cotton, as ~nator Bankhead thinks; but cer.tainly, as your cotton crop 
increases 1t does not seem to me that the mterwr fellow should sell 
any mor~ cotton than the average he has had during the last few years, 
at the expense of the fellow on the coast who may be forced to go out 
of business for lack of revenue. · 

I am just thinking out loud and there may not be anything in that 
argument, but I want to present it, nevertheless. 

Senator McKELLAR. May I say as the author of the bill, as the Sen
ator suggests, that is. what. the bill provides; to keep the situation as 
it is now. 

Mr. BLACKBURN. It is to equalize the situation. 
Senator BANKHEAD. Senator, the increase in the interior warehouses 

has already taken place. They have an excess of facilities now, a con
siderable excess; so I do not look for any additional construction of 
warehouses in the interior, whether this hl.ll is passed or not; I do not 
see any need for any more if it is passed. 

Senator EuENDER. Mr. Chairman, since we have been talking about 
compressed cotton and noncompressed cotton, Mr. Taylor has handed 
me some figures on the difference in size, and it might be well to have 
those in the record. 

Senator BANKHEAD. Let him testify. 

STATEMENT OF R. L. TAYLOR, CHAIRMAN, BOARD OF DIRECTORS, 
FEDERAL COMPRESS & WAREHOUSE CO. 

Senator McKELLAR. Go right ahead, Mr. Taylor. 
Mr. TAYLOR. My name is R. L. Taylor, and my address is Memphis, 

Tenn. I happen to be chairman of the board of directors of the Fed
eral Compress & Warehouse Co. 

Mr. REED. How long have you been in the compressing and ware· 
housing of eotton, .Mr. Taylod 

Mr. TAYLOR. Thirty-eight years. · 
Mr. REED. Do you have a list of the plants w1der your supervision 

and direction, together with the location and population of the com
munity, so that the committee may see the communities in which your 
plants are located 1 

Mr. TAn.on. ""'e ga\·e all of that information to 1\Ir. Bennett our 
traffic manager, who attends hearings of this kind and represent~ us. 
I could have brought ·you considerable detail, and since I have been 
listening, I feel sorry I did not. 

Our fiscal year begins June 1 and ends May 31. At the end of each 
year for th..- past 25 years we have made up costs of operation for each 
year. It starts out with salaries, labor, fuel, taxes, insurance, and 
every detailed cost per bale--

.Mr. REED (interposi!lg). Pardon me, Mr. Taylor, but what I had in 
mmd we~ the towns m which you operate compresses, together with 
the stock m each town. Do you hne a statement of that so it will save 
the committee's time in reading it! 
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Mr. TAYLOR. We operate about 85 compress plants and, with the 
uception of 5, they all have compress machines in them .. Those plants 
are located in Tennessee, :Mississippi, Louisiana, Arkansas, Missouri, 
and one plant in Texas, at Texarkana--

Mr. REin (interposing). Do you have a statement giving a list of 
those, which shows the total stocks in each of them, for ea.ch of the 
yearsl 

Mr. TAYLOR. I have something here that :Mr. Bennett hnnded me this 
morning. I l'emember everything about these plants in rmmd num
bers pretty well. I am not a.s active in the company as I was a few 
years ago, but I still try to be acti,e; but the list I have here starts 
out with Arkadelphia, Ark.-

Mr. REED (interposing). Excuse me, Mr. Taylor. Mr. Chairman, 
instead of reading it, I suggest we be allowed to put it into the record. 

Senator BANK.IIEAD. Very well. 
(The statement referred to is as follows :) 

Stock on hand, Noli. 30, 194Q-Loan cotton 

194(}-41 
Plant 1934-35 19-37-38 1938-39 1939-40 as of Jan. Total 

3,1941 

Arkansas: 

t~~~~~b~:=~================~:::::: :::::::::: ---"7:242" u~~ ·-····25o' ::: J:~~ 
Blytheville........................... 14.722 32.1iil2 41. 81l2 291 2, 749 92,546 
Conway.............................. 4,H6 7,266 5.339 .......... 8,893 25,644 
Dnma.s............................... .......... .......... .......... .......... 65 65 
Earle................................. 46i --------·· 7.028 .......... 73 7.568 
England.................................................. 5,825 --------~- 2, 969 8, 794 
Eudora............................... .......... 5, 065 8, 0:-3 .......... 63 13,201 
Forre;:t City.......................... 1, 009 11,896 11,714 --------- 544 25,163 
Fort Smith........................... 1,241 14,796 7, 716 ---------- 3,887 27,640 
HelPnL. ............................. ---------- 11,614 5, 308 ··-·------ u 16,933 

r:::t~rn;;e;;:::::::::::::::::::::::::: :::::::: __ :::::::::: :::::::::: :::::::::: ::::::::~. :::::::::: 
Little Roclt........................... 13,976 42, lll'-3 13.352 ;1 12,097 82,179 
:\hllllolia............................. .......... 12. 163 4, 052 46 10, 690 21>, 951 
:\!arianna............................. .......... 3,170 1,451 29 223 4, 873 
:\IIliT~lL..................... ........ 226 .......... 14 .......... 27 207 
:\IcCrory............................. .......... .......... .......... .......... 257 257 
McG~h!'e............................. .......... 9. 610 4, 587 ---·--···· 114 14.311 
Morrillton............................ 891 9, 247 8, 163 · ---------- 3, 951 22,252 
Newport.............................. 3, 4...'16 12,519 3. 780 21 I, 501 21,307 
05('0011\ ............................... --·------- ---------- 13. 7i6 .......... 619 14,395 
Pin~ Blu1L.......................... 4,604 40.061 15,408 .......... 4.665 64,738 
Ponl~nd.. ............................ __________ __________ 7.m .......... 880 8.294 

=~~~~::::::::::::::::::::::::::: --- ~:~. ---~~:~. g: :::.:::::: ~:~~ n:~ 
Truman ______________________________ .......... 7, 4il4 6. ug 17 164 13, 76a 
W~lnut Ridef .. ---------------------- 5.645 18,593 4,071 ,__ 1,03i 29,346 
West :\femphis....................... 1,911 .......... 18,031 429 ~.371 
Wyune _______________________________ .......... .......... .......... 72 

Lon.isiana: 
Lake Prondent'f...................... .......... 5,6-16 4,787 ---------· 42 10,475 
Monroe............................... S..'i3 12.410 5, ll81 .......... 6,003 25,147 
l\ew Orl~-------------------------- l. .'iS-l 23,732 34 .......... 17 25 367 

'Yississippi: 
.Amory ................... ------------ .......... 4.442 2,024 524 
Belzoni............................... .......... 6, i14 3, 972 204 179 
Boone'fille ...................................... ---------- 4. 7:>5 141 2, 309 
Canton............................... 2'>5 6, 652 14,967 127 1, 224 

~r:;~:~~~::::::::::::::::::::::::::: _______ ::: --·:,:,:sio· ---Tt74- ----·--ss· 2,~~ 
CJ.,wland............................ 14 5, 2.'>8 8. 59.3 .................. .. 
Como................................. 129 7.662 5, iiO ---------- 9 
Corinth............................... 76.'i 29,900 4. 794 178 2,152 
Drew..................................................... 9,429 48 
Gl"f!('nwood ___________________________ ---------- 9,036 5,106 .......... 32 
Gll'nlllla.............................. 152 ~. 094 6, 3.36 30 1,176 

~~L~~~=~==:::~-:-:.·f:::: --~~~ ·~m .·~: ·~ 

6, 990 
11.069 

7, 205 
23,225 
2,647 

28,522 
13,865 
13,570 
37,879 
9,477 

14, 174 
27,788 
20,989 
8, 70.) 

13,526 
2, 740 

16,586 
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Stock on himd, Nov. SO, 1940-Loan cotton-continued 

1940-41 
Plant 1934-35 1937-38 19 .8-39 1939-40 as of Ian. Total 

3,1911 

------·---'-------------------

Senator ELL~~NDER. You might give the total stock as of this year. 
Mr. TAYLOR. Our total stock as of November 30! the loan cotton
Senator ELLENDER (interposing). That is 19401 
Mr. TAYLOR. Yes, sir. 
s~mator ELLENDER. Loan cotton w 

Mr. TAYLOR. Yes. That is 1,602,461 bales. 
Mr. REED. That is all stocks located in the 85 plants in that many 

different communities~ 
Mr. TAYLOR. Yes, sir. 
Mr. REED. In Arkansas, Tennessee, Mississippi, Louisiana, Mis

souri, and Texas~ 
Mr. TAYWR. That is right. 
Mr. REED. Give us just a brief description of the type of com

munities in which those facilities are located, dealing particularly 
with the size of them; that is, are they large towns or small towns, 
or are they interior towns, or on the coasH 

Mr. TAYum. The smallest town is about 2,500 inhabitants, and that 
runs up to 10 or 15 thousand inhabitants, except, of course, New 
OrlE'ans, Memphis, and Little Rock, which are larger. 

Mr. REED. Mr. Taylor, have you read the statements that have been 
made here with respect to the effect upon the producers of cotton, 
of either reconcentrating these Government-owned stocks or reducing 
of the storage rate on that, and the bearing that would have on the 
charges that the company would have to make to the producer for 
marketing his cotton or inducting his cotton into the loan each year; 
have you read those statements! 

Mr. TAnoa. I have. 
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Mr. REED. Based upon your experience in the warehousing and 
handling of cotton, what is your judgment as to the effect of changing 
the Government's program of averaging the conditions and fixing the 
rate to that of obtaining competitive bids on the cotton? 

Senator McKELLAR. Government cotton~ 
Mr. REED. Government cotton; yes. 
Mr. TAYLOR. There is no company that can operate without rev· 

enue. You have to have revenue in order to pay taxes, salaries, labor: 
and so on, and stay in business. The warehouses throughout the Mis
sissippi Valley, and I believe all of the warehouse companies that 
usually make their tariffs and publish them about Au~st 1 each 
year-I know we make our tariff for the coming year anct it is based 
largely upon the cotton that is in storage at that time. Now, 2 vears 
ago, I think it has been read here, the tariff charges througl1 the 
Mississippi Valley were 25 cents a bale for the first month and 15 
or 20 cents a bale thereafter per month, which did not include in
surance. The tariff through the valley today is 15 cents per bale and 
it includes insurance, and insurance runs from 1 cent to 21j2 cents per 
bale per month. 

Mr. REED. At your plants~ 
Mr. TAYLOR. Yes. Of course, that is according to the construction 

of the plant itself, but the average is about 2 cents per bale. 
In making the tariff, as I have said, our year ends with May and 

starts with June. On June 1, 1939 we first published this 15-eent 
tariff. It was based on the fact we had approximately 3,000,000 bales of 
loan cotton in storage at that time. The storage on that cotton is paid 
by the Government annually, dtiring August of each year-

Senator LucAs (interposing). May I ask a question, Mr. Chairman~ 
Senator BANKHEAD. Yes, Senator. 
Senator LucAs. How long have you bef'n dealing with the Credit 

Commodity Corporation~ 
Mr. TAYLOR. Since their organization. · 
Senator LucAs. I do not remember just when that was; how many 

years ago was that~ 
Mr. REED. I think it was in 1933, Senator, although it may have been 

prior to that. 
Senator BANKHEAD. I think 1934 was when it was organized. 
Senator LucAs. Did you have all of these plants prior to 1934? 
Mr. TAYLOR. We had practically all of them at that time; we have 

built only two plants since then. 
Senator LucAs. What has been your increase in the building of plants 

since that time~ 
Mr. TAYLOR. We spent quite a lot of money in repairing these plants 

and enlarging them and fixing them up to hold this loan cotton. The 
plants are all built under insurance speeifications. The warehouse is 
allowed, or was allowed, 75,000 square feet, subject to 1 fire. That 
75,000 square feet would hold 7,500 bales of flat cotton, the gin-bale 
cotton. That was all of the cotton we were allowed to put in without 
having the insurance rate increased to cover it. 

So when the loan came along and our stocks began to pile up on 
us, we had to do something to take care of that additional cotton, 
and it costs lots of money to build one of these warehouses separat& 
from the other, probably $40,000 to $50,000; so we conceived the idea 
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of dividing these 75~000-foot compartments in half and running a 
brick wall through the center and compressing the cotton, thereby 
reducing the deusity and storing 7~500 bales on e1ther side .of the wall, 
making the capacity 15,000. The floors that we had bmlt to carry 
the 7,500 bales would not carry the 15,000, they would not take the 
weight, and we had to rebuild those floors and reduce the tO-foot
square Lase to a 5-foot-bquare base. The average of one of those 
brick walls was more than $5,000, and the cost of fixing the floors was 
about $2,500. Therefore~ to com·ert- one of those buildings into a 
15,000-bale division in~tend of 7,000 cost us approximately $7,500. 

Senator LucAs. Now. was this all done to meet the demand of the 
Government in connettion with the loan~ 

Mr. TAYWR. AbRolutely. We had neYer had any use for that 
amount of space before; we had neYer had to compress cotton because 
our buildin~s would hold the maximum insmllllCt> limit without com
pression anu without tht>se division walls. 

Senator LucAs.1933 was the first year of the Commodity loan; is that 
correct~ 

Senator BANKHEAD. I want to correet that, Senator. The first 10-cent 
loan was in 1933, and the Commodity Credit was organized to handle 
that first loan. I haYe refreshed my recollection since I made the 
stutement.. 

Senator LucAs. From 1933 to 1940 you have dealt and negotiated with 
the Government in connection with these loans on a satisfactory basis 
from year to year, without much question as to the possibility of the 
cotton being stored somewhere else; am I right about thaU 

Mr. TAYLOR. Yes; we ha,·e had a contract with the GoYernment all 
of the time. 

Senator LucAs. Is this the first time the Government has stepped 
in during these 7 or 8 years and asked for competitive bids¥ 

Mr. TAYLOR. Yes; it is the first time that they have asked for bids. 
The Government heretofore has fixed the rate from year to year on 
this cotton-

Senator LucAs (interposing). They lHtve negotiated direct with the 
warehouses in the various communities j 

Mr. TAYLOR. Yes. sir. 
Senator LucAs. And now thev throw this open to the whole country 

from the standpoint of competftiYe bidding! 
Mr. TAYLOR. That is true, but it does not cover the cotton by years. 

For instance, the Government has cotton in there of the 1933-34loan 
IHtd they also hare it on the 19:37-38loan, the 1938-39loau and 1939-40 
loan and 1940-41loan. We take the position those bids are not com
petitive bet·auge you cannot compete on any year or on any of that 
cotton but you h~t\'e to make a bid, undt>r the notice as sent out, on all 
cotton. 

St>nator LucAs. The point that seems to me to be somewhat interest
ing, Mr. Chairman. is the fact that, as I understand the testimony, you 
men in the South have expended a good deal of money to meet the 
demands of the Gowrnment in connt>etion with the storing of this 
cotton, and as I undf'rstand it now, if this legislation should not be 
passed, you stand an opportunity to lose a good deal of your investment 
that you put in. 



104 REGULATE WAREHOUSING OF COTTON 

Mr. TAn.oR. So much of the cotton has moved already that we are 
only a little more than 50 percent of capacity now. Our capacity is 
4,500,000 bales and we have in storage 2,400,000 bales. 

Senator LucAs. What is true of your plant I presume is true of other 
plants throughout that country; they all have that demand of the 
Government to meet~ 

Mr. TAYLOR. I think it is true throughout the Mississippi Valley. 
We operate in the Mississippi Valley and refer to that terntory as the 
Mississippi Valley, but I suppose that is true of all compressing ware
houses in that section. 

Senator LucAs. I apologize for interfering, Mr. Chairman. 
Senator BANKHEAD. You may feel free to develop anything you 

want, Senator. 
Senator ELLENDER. Mr. Taylor, in answer to a question by Senator 

Lucas you said that the bids that were made, or that the proposals for 
bids made by the Government, cover the cotton for the years 1934 on 
up to 1940~ 

Mr. TAYLOR. Yes, sir. 
Senator ELLENDER. Why did you say thnt; what was in your mind¥ 
Mr. TAYLOR. You could not bid on any one year; you have to take all 

of the cotton and bid on it, all of the cotton that the Government has 
taken title to. 

Senator ELLENDER. What would be the advantage of bidding for 
1 year or 2 years or 3 years~ I thought because you mentioned that, 
you attached some significance to it; if the bids could be made for 1 
year, would that be more beneficial than if it covered all of the years~ 

Mr. TAYLOR. I did not mean tl1at at all. I mean you had to bid for 
all cotton in storage, whether the Government owned it or made a loan 
on it. Some of that cotton could not be moved and some of it could 
be moved. Suppose the rate of storage is 12% cents per bale per month, 
including insurance and suppose you bid 12 cents per bale per month, 
you would have to bid on the cotton the Government owns as well as 
that which they do not own. 

Senator ELLENDER. I understand that. If the bids were made so 
that a warehouseman could bid strictly for this immobile cotton, 
some way could be reached whereby you could probably put in a bid 
for that amount and put in a separate bid for the other cotton that 
is more mobile. 

:Mr. TAYLOR. That would be more competitive, I should think . 
. Another thing, the compression on a bale of cotton is approximately 
60 cents, or around 12 cents a hundred, and they put in the contract 
a provision that cotton had to be delivered at port warehouses and 
had to be compressed for a sum less than 60 cents. So the interior 
compresses could not deliver that cotton and compress it for 60 cents 
and deliver it to the ports. So that would give the port warehouse 
an advantage on that bid because the cotton comE's to them already 
compressed. 

Senator ELLENDER. So it would not be competitive bidding. 
l\fr. TAYLOR. That is right. 
Senator 1\fc'KEu.AR. The interior warehouse could not bid at all. 
Mr. TAYLOR. No, sir. 
Senator ELLENDER. l\fr. Taylor, I notice from the statement you 

have submitted to the reporter showing the stocks of loan cotton on 
hand in all of these plants, that there is a total of 1,602,461 bales; 
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does that m~.an Go\'ernment-owned cotton, or cotton in which t?e 
farmer has an equity and the Government has loaned money on 1t.; 
is that it~ 

Mr. TAYWR. Today that 1~600,000 bales, out of that, more than 
200,000 bales have been taken out of the loan since November. We 
have only about 1,400,000 bales of Government cotton now. I w~s 
talking to a farmer the other day and he told me he had sold Ius 
cotton at a profit-

Senator ELLENDER (interposing). I iwtice the capacity of all plants 
is 4,500,000 bales, and that you now have on hand a total of Govern
ment cotton and other cotton of 2,400,000 bales, and that is as of 
Nove111hPr 30, 1940; is that correct~ 

Mr. TAYLOR. Yes, sir; it is a little less than that now. 
Senat,)r ELLENDER. Does that figure of 2,400,000 bales reflect a 

larger figure than you carried in the past, let us say, before the Gov
ernmt>nt went into the business of loaning money on cotton~ 

Mr. TAYL()R. Yt>s; it is much larger than it was prior to 1933, I 
will say; it is smaller than it was this time last year by about 800,000 
bales, but it. is much larger than it was prior to the Government 
makin~ loans. 

Senator ELLENDER. Well, now, would yon be able to say about how 
mucl~ cotton all of your warehouses carried or had on hand at the 
~>nd of the year, say, prior to the time that the GoYernment went 
into the business of loaning money on this cotton? 

Mr. TAYWR. It wonld not exceed 500,000 bales at the most. 
Senntor ELLENilER. Was that compressed or not~ 
1\h'. 'f,, noR. It w11s not: it was all in the hands of the farmer or 

bu~t>r. 
~enator ELLENDER. It was not compressed@ 
1\Ir. TAYLOR. No, sir. 
Senutor ELLENDER. I am going to ask you the same question I 

asked the. preeeding witness. If it were not for the fact you have 
on hand this huge amount of Government cotton that is immobile 
and must stay there, would it not be nec~ssary for you to increase 
th£1 cost of storing the cotton that moves in and out during the yead 

Mr. TAYLOR. Absolutely it would have to be raised for the reason 
that 11400,000 bales of cotton there, we have approximately. $2,000 000 
coming to us at the end of the year if the cotton stays there that l~ng. 

Senator ELLENDER. And it usually stays there, in comparison to the 
other, does it not¥ 

Mr. TAYLOR. Yes. 
Se111\tor ELLENDER. And you can almost depend on that! 
Mr. TAYWR. W'e take that into consideration when we publish the 

tariff of 15 cents a bale a month. 
~enator ELI.ENDER. What were your charges, approximately, before 

the Government. went. into the business of loaning money to the farmt>r 
on cotton t 

Mt·. T.,non. To go back before they started that, it was approxi
nuttely 50 ct>nts for the first month, 25 cents for the second and 20 
<'l:'llts thel'l'after. and there was no insuring of cotton· no o~e issued 
an insurt>d. warehouse reeeipt. ' 

&nator ELI.ENDF.R. What is the average length of time that you 
!tan~ kept cotton in the pa~t, that is, before the Government loan ~ent 
m to .., ffl'<.·t I 
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Mr. TAYLOR. That varied. I used to be more active than I am in 
the business now. 

Senator ELLENDER. You are pretty active now, Mr. Taylor; do not 
try to make excuses on that score. 

Mr. TAYLOR. I am trying to see what my boy is going to do while 
I am living; I do not want to wait until I have to come back to see 
what he is doing and how he is running it. I am putting most of 
those things up to him; however, before there was a Government loan 
there were 38 percent of the cotton in our plants that went out in 30 
days' time. 

Senator ELLENDER. Thirty-eight percent Y 

Mr. TAYLOR. Went out. 
Senator ELLENDER. Some gentleman here testified that the average 

throughout the year was about 90 days; would you agree with thad 
Mr. TAn.OR. That is an average, but I do not think ours ever aver

aged that much before the Government loans. 
Senator ELLENDER. In other words, if your cotton stayed 60 days on 

an average, that means that you, as a warehouseman, would have to 
handle that cotton, sample it, and store it for 2 months, and the price 
that the farmer had to pay for that service was 50 cents for the first 
month and 30 cents for the secoud month-

Mr. TAYLOR (interposing). Approximately 75 cents for 60 days; 
now he pays 30 cents for 60 days. 

Senator ELLENDER. So it would be impof:l.sible according to your 
view for you to handle that cotton unless you had this Government 
cotton for 15 cents~ . 

Mr. TAYLOR. Absolutely. You cannot render the service that you 
· uave to render at 15 cents a bale and make money; you have to have 

the Government backlog to carry on. 
Senator ELLENDER. How does the Federal Compress Co. compare 

in size with the other compresses throughout. the Nation; are you 
uot one of the largest~ · 

Mr. TAYLOR. We are supposed to be. It was organized in 1925. 
!twas a merger of some 28 or 30 or 40 other corporations-

Senator ELLENDER (interposing). By the way, I do not want to pry 
into it, but did not the Federal Compress Co. get into trouble about 
monopolistic tendencies with the Federal authorities~ 

Mr. TAYLOR. Not until recently. We have never had any trouble 
with the law and we do not think we have ever violated any law, but 
about a year ago someone reported something to the Federal Trade 
Commission and they sent an investigator down and he came there 
in April or l\fay of last year. We uave him all of our information 
and turned over our list of stockholaers, records, and everythinL\ we 
had, and he then reported to his superiors, whoever they were. Then 
they sent an examiner down, and he came in November, and he took 
testiJnony with a couple of lawyers from the Federal Trade Commis
sion all over the State. I was the first witness called in Memphis and 
they kept me on the stand 2 or 3 days, and then went to Clarksdale, 
Greenville, and Blytheville, Ark.-

Senator ElLENDER (interposing). I did not intend to go into the 
details. 

1\Ir. TAYLOR. I think I should tell the story. 
Senator B.!NKHEAD. I think it is fair to let the witness continue 

since the question has come up. 
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Senator Mcl\EI.LAR. I think the question is proper and I am glad 
the Senator asked it. 

Mr. TAn.oR. They had the he~ring at Little Rock an~ adjourned 
for Christmas. Then we got notice we were to meet agam on Janu
ary 10 but on the first of January we got further notice that the 
attorn~y for the Commission was sic~ and that i~ will p_robably be the 
middle of February before they aga~n resume this hearn~g .. 

We are very anxious they resume It and get through with It because 
we have no fear of the result. , 

Senator ELLENDER. The point is, Mr. Taylor-
Senator lti:SKHEAD (interposillg). Did Mr. Arnold, the "trust 

buster" start this investigation~ 
Mr.'TAl'WR. No, sir; i(is an investigation by the Federal Trade 

Commission. 
Senator McKELLAR. It is a different sort of investigation, Senator. 
Senator ELLENDER. The facts remain that the charges you made in 

1932 and from then on up, were about the charges which were made 
to the farmer bv other concerns~ 

Mr. TAYLOR. 'They are about the same throughout the valley. 
Senator ELLE!\DER. And that was brought out at tJ1ese hearmgs, was 

it not W 

Mr. TAYLOR. Yes, sir. 
Senator McKELLAR. May I ask right there, while you are talking 

about this organization, about how many stockholders have you, Mr. 
Tavlod 

Mr. TAYLOR. About 2,800. 
Senator McKELLAR. Are any of them farmers! 
Mr. TAYLOR. Oh, yes. 
&•nator McKELLAR. About how many of them; have you had any 

investigation made as to that~ 
1\k TAYWH. Yes; there are probably 900 who are directly farmers, 

and I suppose fully half of them are interested in farming, more or 
less. 

Senator 1\Id\ELLAR. ""' ould you he good enough to have a list of 
tlwm made and filed as part of this hearing~ 

1\lr. TAn.oR. 1\Ir. Bennett has the list right here. 
Senator 1\IcKw.AR. May I ask one other question inasmuch as this 

li:st will be in here; does it happen that Anderson, Clayton & Co. own 
any stock in your concem ~ 

1\Ir. TAYLOR. Yes; thev are one of our largest stockholders. 
Senator McKEIL\R. One of your largest stockholders¥ 
1\Ir. TAn.oR. Yes, sir. 
Senator McKEI..L.AR. I just wanted to bring that out. 
1\lr. TAn.oR. They are also one of our good customers. 
Senator ELLENDER. As I understand it, Anderson, Clayton & Co.
Renator BANKHEAD ( interpo..;;ing). Sl:'nator I do not think we should 

cumber up this printed record with this long'list of stockholders. 
Sl•nator McKEllAR. We would be very glad to have it in the reeord. 
~enator BANKHEAD. I suggest it be filt>d here and left for the inspec

tion of the committee or any member of the Senate. 
~t>nator McKELLAR. I waitt the committee to know we have nothing 

in the world to conceal. 
~nntor R\NKHE..\0. \Y e will filt> it. hut not print it in the hearing. 
~·nntor Eu.E!\OER. Smee Senlltor 1\IeKellar has brought. up the 
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subject, Mr. Taylor, you say Anderson, Clayton & Co. are your largest 
stockholder¥ 

Mr. TAYLOR. No; they are not the largest stockholder but they are 
among the largest stockholders. 

Senator ELLENDER. Of course you, in a measure, represent Ander
son, Clayton & Co. as stockholders. 

Mr. TAYLOR. I represent all of the 2,800 stockholders; yes, sir. 
Senator ElLENDER. Is there any opposition from Anderson, Clayton 

& Co. to this bill ~ 
Mr. TAYLOR. Not that I know of. 
Senator ELLENDER. It has been alleged on several occasions that these 

large warehousemen, particularly Anderson, Clayton & Co., were fight. 
ing this bill; have you any knowledge of that~ 

Mr. TAYLOR. There is no fight between us and Anderson, Clayton 
& Co. Mr. Clayton was a director in our c.ompany until he came to 
Washington. He resigned his place then. 

Senator ElLENDER. Have you any reason to believe from c.onversa· 
tions you have heard, or anything else, that these large warehouse. 
men are opposed to this bill, such as Anderson Clayton~ 

Mr. TAYLOR. I know nothing except what I ha.ve seen in the papers. 
Senator McKELLAR. Since he has asked you for it, would you mind 

stating what you have seen? 
Mr. TAYLOR. I have seen in the papers that the port warehouses-! 

do not know about Anderson, Clayton; they are one of the large port 
warehouses, but there are a great many other large port interests be
sides Ander~on, Clayton-

Senator ElLENDER (interposii1g). You have a warehouse in New 
Orleans, do you not~ · 

Mr. TAYLOR. Yes. 
Senator ELLENDER. Are you familiar whh t.he warehouse in New 

OrleansW 
1\fr. TAYLOR. Yes, sir. 
Senator ELLENDER. Do you know who owns or controls the large 

warehouse in New Orleans·~ 
Mr. TAYLOR. Anderson, Clayton has two warehouses there. 
Senntor ELLENDER. You do not know the State of Louisiana owns 

them~ 
Mr. TAYLOR. TI1e State of Louisiana owns the largest one and han" 

dies more cotton than anybody else, but there. are half a dozen others 
tl1ere. 
s~nntor ELLENDER. Does the same thing prevail in Houston and 

Galveston? 
Mr. TAYLOR. I am not familiar with Houston and Galveston; it has 

bePn many years since I was down there. 
S"nator EILENDFR. It has been stated in the newspapers, and you 

have indicated and I have heard on two or three occasions, that there 
was a hig fight between certain interests on this bill, and if there is 
anv Pvidence to show it, I would like to have it. If you know any· 
thing along that line, let us have it. 

1\"'r. TAYLOR. No, sir; I do not know of anything along that linP.. 
Th~s is mv firRt trip up here in probably more than a year. 

~PT~ator McKELLAR. May I ask a question, Senator Ellender¥ 
Srnator ElLENDER. YP.~ 
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Senator McKELLAR. That is, would you let me interjeet one Y 
Senator ELLENDER. Certainly. 
Senator McKELLAR. Mr. Taylor, as I understand it, you favor. geu-

trally, this bill~ 
Mr. TAYLOR. Yes, sir; I heartily favor it. 
Senator .McKELLAR. You think it is best for the farmer? 
Mr. TAYLOR. Certainly it is best for the fa.rmers; it will save them It 

lot of money. 
Senator .McKELLAR. And best for the warehousemen? 
Mr. TAYLOR. Yes, sir. 
Senator McKELLAR. And best for the cotton industry¥ 
.Mr. TAYLOR. There is no doubt about that in my mind. 
Senntor .McKELLAR. This bill merely keeps the system you have had 

in vogue for a great many years and a system in which the Government 
and everybody else has concurred; is that trueW 

1\Ir. TAYLOR. That is true. 
Senator McKELLAR. And if the plan that is suggested by Mr. Rob

bins, the head of the Commodity Credit Corporation, should be carried 
through, what would be the practical result of that i could the interior 
warehousemen afford to compete on those contracts f 

Mr. TAYWR. No, sir. The first thing I think it would do, it would 
rnise the tariff to the farmer on all cotton he is now growing or may 
grow hereafter; it would take the cotton out of the interior to the 
ports and there is no export business now. I do not think'any firm 
is moving any cotton for export; it will take the cotton out of the 
interior, where the farmer, on that cotton where the Government haa 
not taken title. is now selling every day at a profit. As I started to 
snr awhile ago, a farmer showed me where he had withdrawn some 
cotton and had got $4.50 a bale out of it. 

Jlr. REED. w·as that 1938 cotton~ 
:\Ir. TAYLOR. Yes. It would practically stop aU of that. If the 

Governnwnt wants to keep the cotton it would be a good thing to move 
H because it would be out of the farmers' hands if you move it to the 
ports. 

Senator McKELLAR. Talking about freezing, and using that term in 
the sense it is used in the cotton business, do you know, Mr. Taylor, 
of anv better wa:v to freeze Government cotton than to haul it down at 
grent' expenst>, s:imple it again, and put it in port warehouses at this 
time! 

Mr. TAYLOR. That is the surest way to freeze it. 
Senator McKELLAR. That is the surest way to freeze it¥ 
~lr. TAYLOR. Yes, sir. 
St>nntor McKELLAR. Can you imagine any better way to freeze it¥ 
~h. TAYLOR. No; it adds to the expense; I do not think you can 

mow it fot· less than $2.50 a bale down there. 
Senator )fcKELLAR. It would take that much to transfer iU 
~h-. T.num. Y I.'s. If you want to bring it back East, then vou 

h:m~ lo~t the identity of the cotton j you have lost its premium value 
nn<l have nlso incurt't'd the expense of haulin~ it into and out of New 
Orh'ans. The eotton usually goes direct to the mills in Carolina and 
nt>or;.ria. and the East. It is a .sure way of frefzing the cotton, as you 
Hpres.~ 1t, St>n:\tor, and of addmg expense to it. 

~l'l\ator )[cl\.EILAR. You have seen the published statf'ment of the 
~f'rt'tnry of .\gTicultm·e and Dr. RoLbins, head of the Commodity 

:!\1~:!7:.!-41-S 
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Credit Corporation, which says the Government is losing $5,000 a day 
by not shipping this cotton and freezing it as you have described, 
in the coast ports~ 

Mr. TAYWR. Yes, sir. . 
Senator McKELLAR. What do you think about that statement. ~It-. 

Tavlod 
Mr. TAYWR. I do not know on what they base that. I do not know 

what offers they are getting from the ports to store this cotton; all I 
know is we are getting 12% cents a bale at present and the ports 
nre getting 12 cents; that is the rate at New Orleans; I do not know 
about any other ports, but the rate at the New Orleans ports is 12 cents 
a bale and in the interior it is 12¥2 cents. 

Senator McKELLAR. Mr. Taylor, you have been in the business a long 
time. I do not know whetlwr yon have ever raised cotton or not, 
hut I imagine you have. . 

Mr. TAYWR. Yes; I was share-cropping when I was 20 years old. 
Senator Mc:K:.ELuR. Now, I want to ask you this question. For 

years, Congress has been trying-, with almost every particle of its 
energy and its ability, to help the farmers along, as you know, and 
as everybody else in this country ought to know. whether they do or 
not. 

Mr. TAYWR. Absolutelv. 
Senator McKEu.AR. D~o you know of any better way to injure 

the farmers of the South who are raising cotton than for the plan 
that hns been suggested by the Commodity Credit Corporation to 
go through~ 

l\fr. TAYLOR. I do not know of any. 
Senntor ELL:EJ~ollER. Mr. Taylor, do you have any idea of the capac

ity of these ports~ 
l\fr. TAnoR. No, sir. 
Senator ELLENDER. To hear some of this testimony you would as

sume that the ports could take all of the cotton from the interior 
and ship it over there. In New Orleans you could not store mot·e 
than 7001000 bales, could you~ 

~Ir. TAYLOR . .All told~ 
Senator ELLENDER. Yes. Now, this is the question I want to ask 

YOU: You have a warehouse in the city of New Orleans and it has 
been testified to that whenever cotton is shipped to a port it is usually 
earmarked for export~ 

Mr. TAYLOR. That is true. 
Senator ELLENDER. Is that not trne' 
:\[r. TAYWR. Absolutely. 
Senator El:u..'WER. There is very little of that cotton which is sent 

to a port that is not shipped abroad. 
~Ir. TAYLOR. Practically all. 
Senator EuENDER •. A .. nd has it not been the policy of the Govern

ment whenever they do ship cotton or store cotton at a port, it is 
done with the understanding that it is to be shipped abroad Y 

)fr. TAYLOR. It is earmarked cotton, just like the barter cotton all 
wt>nt to Xew Orleans from this section for export. 

Senator Mc:Kl:LJ:..uL May I interject another question, Senator l 
Senator ELI..E..'WER. Yes. 



REGULATE WAREHOUSIXG OF COTTI)X 111 
Senator MduLLAR. AR a cotton man, dealing with cotton all your 

life, with the present condition that no cotton, whether earmarked 
for export or not can now be exported, do you see any reason for 
filling up the warehouses with this cotton, the coast warehouses, with 
this cotton marked for export 9 

Mr. TAYIJ:·R. I <lo not see any excuse for it. It is possible they may 
need 8omething else besides cotton in the next year or two, those 
warehouf'es. . 

Senator McKELLAR. However that may be, certainly there is no need 
to put additional warehouses or additional cotton in those warehouses 
along the coast at this time when there is no demand for export cotton. 

Mr. 'fAYum. N"one at all. Speaking for our own warehouse down 
thet·e, we ha,·e only 60~000 bales storage capacity, and I think we have 
45,000 bales th!:'re now. 

Senator McKELLAR. And it is likely to remain there, is it not¥ 
1\Ir. TAYLOR. Yes, like all of this Government cotton it will be there 

indefinitely, I assuine. Most of the other warehouses are as full as 
we are. 

Senator ELLENDER. Does that apply to the interior also, that you do 
not Hpect all of this Government cotton to move f 

Mr. TAYWR. No, sir. 
Senator ELLENDER. It is probable that in the course of time, whf'n the 

war is over, they may !'end that abroad. 
Mr. T A, YLOR. If we thought it was going to move, we would consider 

that in considering our tariff for next year, if we thought it was going 
to moYe out. The revenue would have to come from somewhere. 

Senntor McKELLAR. And it would come out of the farmer, would it 
not W 

Mr. TAYLOR. That is right, Senator, it would come out of the farmer. 
Senator BANKHEAD. Are there many large interior warehouses, such 

as at Atlanta~ 
Mr. TAYwR. Atlanta has a whale of a lot of storage room, and 1\fem· 

phis, Little Roek also have a whale of a lot of storage room, and Blythe· 
ville, Ark., also has a whale of a lot of it. There is a lot of storage room 
in the interior. ThE'y all have available room now. I know there is 
not a warehouse in tlu• interior that is full of cotton; I know there is 
not in our system. 

Senator BANKHE..\D. Does anyone else wish to ask a question! 
St>nator WILLIS. This question mal not be relevant, but what is the 

probability of ultimate disposition o Government-owned cotton? 
Senator BANKHEAD. Senator, if you could answer that for me. I would 

be imle«>d a happy man, but it is a horrible problem. 
Senator \YIIJ..Is. How much are we taking on of this cotton in which 

th~.> owner has an equity~ 
Senator BANKHEA!l. This is a rough estimate, but it is from 2 to 3 

million bales. • 
Senator WILLis. AJld we ha,·e 6 million bales now. 
Sl'nator BA!'i'KHEAD. Off the record. 
(Discussion off the record.) 
:\lr. R:o:n. Mr. Brinkl~.>y. 
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STATEMENT OF H. M. BRINKLEY, COTTON FARMER, ROUTE 2, 
HUGHES, ARK. 

Senator McKELLAR. State your name and business, Mr. Brinkley. 
Mr. BRINKLEY. H. M. Brinkley. I am a cotton farmer. My address 

is Route 2, Hughes, Ark. 
Senator McKELLAR. How far is that from Memphis, Tenn., Mr. 

Brinkley~ 
Mr. BRINKLEY. Thirty-six miles. 
Senator MclU:LLAR. It is across the river from Memphis? 
Mr. BRINKLEY. It is on the bank of the river, down the river from 

Memphis. 
Senator McKELLAR. To what extent are you and have you been in 

the farming business 1 , 
Mr. BRINKLEY. Since 1916, with the exception of a little time spent 

in the service, about a year and a half. · 
Senator McKELLAR. Outside of being in the service in the first 

World War, you have been farming all your life~ 
Mr. BRINKLEY. Yes, sir. 
Senator McKELLAR. What is the extent of your farming opel'ation ~ 
Mr. BRINKLEY. I own one plantation, on which I have a cotton al-

lotment of 320 acres, and I run a large plantation on shares, on which 
I have a cotton allotment of enough to make 1,254 acres total. I culti
vate 3,000 acres of land. 

Senator McKELLAR. You cultivate 3,000 ac,res? 
Mr. BRINKLEY. Yes, sir. . 
Senator BANKHEAD. Cotton land~ 
Mr. BRINKLEY. Yes; but our allotment is only 40 percent. 
Senator BANKREA.o. That is under the Bankhead Act~ 
Mr. BRINKLEY. Yes, sir. 
Senator .Mcl\ELLAR. Mr. Brinkley, are you familiar with the charges 

made by the various wa~ehouses in your vicinity i 
Mr. BRINKLI<:Y. Yes, sir; we have a flat rate of 15 cents per month. 

We take our cotton to the warehouse in our own trucks. 
Senator McKELLAR. Where do you warehouse your cotton~ 

. :Mr. BRINKLEY. At West Memphis, Hughes, or Memphis, as the situ
ation calls for, but the rate is all the same. 

Senator McKELLAR. The rate is all the same? 
Mr. BRINKLEY. Yes, sir. They unload our cotton, store it, sample it, 

and send our samples to our merchants, and it is sold, and they give us 
a negotiable recenpt, and they insure it, all for 15 cents. 

Senator McKELLAR. That is for the first month~ 
Mr. BRINKLEY. I am usually so hard pressed fm· money I usually 

Eell my cotton before a month is np. 
Senator Mc:K.E.LLAR. You sell your cott~m right away? 
Mr. BRINKLEY. Yes, sir. 
Senator McKELLAR. As soon as it is possible to put it on the market, 

you sell it~ 
Mr. BRINKLEY. Yes. 
Senator McKELLAR. That is an awfully good plan if you can keep 

it un. 
Mr. BRINKLEY. Of course, if the demand is too slack, then I put it 

in the loan. 
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Senator BANKHEAD. You can sell it at a price above what you would 
get in the loan~ 

Mr. BnrNKJ..EY. Yes, sir. · 
Senator McKELLAR. Mr. Brinkley, have you read Senate bill262t 
Mr. BRINKLEY. I have not read the bill, Senator; I am not under 

oath but still I want to tell the truth. I have discussed it, however, 
and think I am familiar with the things in it. 

Senator McKELLAR. Do you know of the plan attempted to be put 
into effect by the Commodity Credit Corporation of reconcentratmg 
this cotton along the coast 1 . 

Mr. BmNKI,EY. I would like to tell in my own words my experience. 
Senator McKELLAR. I wish you would. 
Mr. BRINKLEY. I belong to an organization in Arkansas which is 

called the Farm Leaders. We have an organization for the J?Urpose of 
dealing with problems peculiar to cotton, Just like an associatiOn of sur
geons like the members of the American Medical Association but still 
they would have their own surgeon's organization. We have our own 
cotton organization, which is called the 'Arkansas Cotton Council. 
The Agricultural Council of Arkansas-in the latter part of Novem
ber word reached us that the Commodity Credit Corporation was call
ing for bids for the purpose of lowering the storage charges on Gov
emment-controlled cotton, and our board of directors had a meeting 
on it, and we were very lukewarm about it. We thought it was the 
compress people's fight. I personally have never owned a share of 
compress stoek, and I have no close friends or business associates in 
the compress business; I am a farmer and nothing else. As I say, I 
was lukewarm at this meeting. Some of the other directors brought 
up the fact that anything that would affect the storage charges of cot
ton was of interest to our organization, and one director brought up the 
parallel that if the Post Office Department would call for bids, for low
est bids on transporting the mails from Arkansas to New York and 
Washington, they could probably get some very low bids for hauling 
the mail by truck, but it would be very detrimental to the railroads, 
and while we as an organization were opposed to the compresses on a 
lot of points and were also opposed to the railroads, still we would not 
want to see the carriage of mail taken away from the railroads; and 
for that reason we would not want to see this Government business 
taken away from our compresses, since we use the compresses in our 
vicinity in order to retain the identity of our cotton. 

Senator McKFJLAR. What would be the effect of making this change 
in the compress law; what would be the effect on the farmers in your 
judgment¥ · 

'Mr. BRINKLEY. Every farmer I have talked to is afraid of the change. 
To I!O on with my story, if I may, Senator. 
Senator McKELLAR. Yes. 
Mr. BntNKI..EY. Two of us were sent up here to Washington in No

Yem~er to talk it over with Mr. Robbins and Mr. Wick, and they 
stratghtent'd us out on a great many points, but they did not convince 
us that our c?tton i~ which we still had an.equity should be taken away 
f~m our ~e1ghbormg warehouses; they d1d tell us there was no inten
t ton of ta~mg away the cott.on in which the farmer still had an equity; 
~lr. Robbms told me that himself, and I may say I think Mr. Robbins 
~~ one of the most sincere, honl.'st1 high-class, and loyal Government 
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men, and I have always worked hand-in-hand with the Department of 
Agriculture and usually have seen eye to eye with them. 

I think the first time I went over there, Senator McKellar sent me 
over in 1933, when the first triple A bill was passed, and I have been 
working with them ever since and have seen eye to eye with them on 
almost all points1 but in this case I have not been able to see their view
point, because I know as a farmer I would not want my cotton stored 
in :Mobile, New Orleans, or any other port. They tell me they are not 
going to store my cotton, but they might have to store the Government 
cotton. The only point on which I differ with Mr. Robbins is I would 
not want my cotton to go to New Orleans even if I could save from 2 to 
5 cents a month, and I do not see why the Government should want to 
put its cotton down there; why could not the Govemment keep its cot
ton where it would be worth more to a mill that knows the cotton~ 

Senator BANKHEAD. In other words, based on your experience and 
prevailing market conditions, you realize the Government would lose 
m the sale value of its cotton if the cotton loses the identity of its 
location~ 

Mr. BRINKLEY. That is my firm belief, Senator Bankhead, and it is 
the only point on which I ca1mot see eye to eye with Mr. Robbins. 

Senator BANKHEAD. In other words, the same reason that actuates 
the owners of cotton all up and down that area where they have estab
lished a premium in price, that same reason would have exactly the 
same effect on the Government~ 

Mr. BRINKLEY. That is it, Senator. 
Senator BANKHEAD. And therefore on a very large quantity of 

cotton~ · 
Mr. BRINKLEY. I feel thnt is true. They tell me the saving would be 

1 or 2 cents per month. 
Senator BANKHEAD. How do they know that; have the bids been 

opened f . 
Mr. BRINKLEY. I do not know, but even if it were 5 cents per month 

it would take 9% years for the saving to amount to a cent a pound. 
The Cannon Mills will pay me half a cent a pound more for my cotton 
in Memphis than they will pay for an unknown brand of cotton stored 
in New Orleans. They know the land my cotton grows on. I do not 
believe my cotton should lose its identity. · 

I want to say I am not here to fight the Department of Agriculture 
because the men in the Department of Agriculture have done wonders 
for our business; they have helped up a great deal and they have stuck 
with us when the cotton merchants and others have tried to tear our 
program down. 

Senator BANKHEAD. I agree with you 100 percent on that. I have 
been dealing with people in the Department of Agriculture. from top to 
bottom, and this is the first difference I have had with them. 

:Mr. BRINKLEY. Some point may be brought out that it would pay 
to nm these prices down and ship the cotton around, but I have not 
been able to see it yet. I might say I was convinced by Senator Bank
head on the original Bankhead bill; I was up here to fight that bill, 
but Senator Bankhead talked me out of it. 

Senator BANKHEAD. I did a good job, did I not! 
Mr. BRINKLEY. Yes, sir. 
Senator :McKEI..LAR. Taking it as you understand it, Mr. Brinkley, 

do you see how the 'W'arehousemen can keep the same low rates they 
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have now if they have no Govemment cotton as a backlog, so to. speak! 
Mr. BRINKLEY. No, sir. I think the Government backlog gtves the 

cause of our 15-cent storage rate. I am very firm in that belief. 
Senator McKElLAR. Do you not think it would increase the cost. to 

farmers like yourself in storage rates if this program was carried 
through? 

Mr. BRINKLEY. I think it would. All farmers are afraid to death 
of something happening to our 15-cent storage rate. 

Senator .McKELLAR. You are entirely satisfied with it~ 
l-Ir. BRINKLEY. Yes, sir. 
Senator McKELLAR. And you would like to keep it¥ 
Mr. BRINKLEY. Yes. 
Senator BANKHEAD. It is better than before~ 
:Mr. BRINKLEY. I have paid as high as 40 cents. What this bill 

would do or would not do, I am not in a positon to take a position. 
I ran say I like the 15-cent storage rate and am afraid if anything 
happens to the Government cotton, the cotton in storage under Gov
Pl'Jlment control, it would hurt the 15-cent storage rate and I do not 
believe it would do the Government any good to carry this cotton to 
some other locality, even though they paid 5 cents per bale per month 
for it. 

Senator ELLENDER. You say very little of your cotton goes into the 
loan¥ 

Mr. BRINKLEY. I have most of the 1938 crop in the loan, but not 
this year. 

Senator Eu.ENDER. You realize this bill does not affect cotton un
]E>ss it is in the loan or unless the Government owns it~ 

Mr. BRINKLEY. That brings up another point. I was instructed by 
my board of directors to talk this thing through. I would not be up 
he're today but for a press release in the Memphis Commercial Appeal 
stating that a delay in the taking of bids would cost farmers with 
cotton in the loan and taxpayers, $5,000 a day. I took that to mean 
that cotton that I had in the loan in 1938, in which I think I have 
an equity now, was going to be kicked around and maybe end up in 
Lubbock, Tex., or Greensboro, N. C.1 and therefore the Cannon Mill 
would not give me half a cent premmm on it. I do not believe Mr. 
White could keep up with that cotton over there. I know a great 
many farmers who grow cotton in other sections of the country are 
puttmg their cotton in the loan beoouse the loan value is higher than 
the markt>t price in their conuuunity, but my cotton has a higher 
mnrket price than the loan value because of the locality in which it is 
grown. 

Senator BANKHEAD. You are helping the Government by getting a 
bt•tter price so that your cotton does not have to go into the loan¥ 

~[r. BRINKLEY. Innocently, I do; yes, Senator. 
Senator BANKHEAD. It has that effect. 
Mr. BRINKLEY. Now, when I got up here I was told that the cotton 

in which I still had an equity was not going to be considered in any 
transfer of location, but I still feel that if it IS best for me to keep my 
cotton in mv area of production, why is it not best for Dr. Robbins 
!o keep t!le Government's cotton tl~ere and preserve its identity. That 
lS the pomt I cannot see. Everythmg else we have talked about we are 
to,.tht>r on just like this [indicating], and I hate to be set>n up here 
With a bund1 of compressmen, because the r.ompressman is like the old 



116 REGULATE WAREHOUSING OF COTTON 

railroad used to be, or like a Republican is in Mississippi; he is bad 
company. 

Senator McKELLAR. Mr. Brinkley, you may be assured of one thing, 
and that is that the people on this committee are looking after the 
farmer's interests. 

Mr. BRINKLEY. Senator, I think the people in the Department of 
Agriculture are doing their best to look after the farmer's interest, 
also, and if we differ on a point, I do not think that is anything unusual 
and we should not consider them as not looking after our interest. 

Senator ELLENDER. The point I want to bring out is you realize that 
even though these bids would be made, or would be opened and the 
Commodity Credit Corporation would exercise its right under them, it 
would not really amount to your cotton being shipped to New Orleans 
or Houston or Galveston or anywhere else, because the local concerns 
may meet that price; you understand that, do you not~ 

Mr. BRINKLEY. I do not know what the result of the bids would be, 
but I want to bring out the point it should not be shipped. I am not 
contending it would be shipped. 

Senator ELLENDER. You know that is possible. 
Mr. BRINKLEY. Yes, sir. 
Senator ELLENDER. And you know the way prices were brought 

down was along that same line. 
Mr. BRINKLEY. I certainly believe the Commodity Credit Corpora· 

tion is responsible for the 15-cent charge; I sincerely believe that. 
Senator ELLENDER. They may be wrong in their method, I do not 

know, but what I think the Co111modity Credit Corporation is now 
trying to do is to still lower that 15-cent rate, but as to whether or 
no it would inure to the benefit of the farmer in the long run, is some
thing I am in doubt about and that is why I am trying to get down to 
the bottom of it and get all of the facts I can on the subject. 

Senator BANKHEAD. You said there was one point you did not agree 
with Mr. Robbins about, Mr. Brinkley; as I gather from your testi
mony there are certainly two points on which you do not agree. You 
have emphasized time and again you are afraid it will increase your 
rate. 

Mr. BRINKLEY. Yes. I have not talked with Mr. Robbins on that 
point-! believe there are two points. I might ask Dr. Robbins 
whether I remember right on that. Did we disagree on whether this 
taking of bids would endanger the farmer's 15-cent storage rate~ I 
think it would endanger it. 

Senator BANKHEAD. Let us not get into an argument with a wit-
ness who wants to testify later. 

Mr. RoBJnNs. I will be glad to answer it off the record, if you like. 
Senator McKELLAR. Oh, no; it should be on the record. 
Senator BANKHEAD. You will have time to go into it later. We 

want to be fair with Dr. Robbins. 
Senator McKELLAR. Oh, sure. 
Mr. BRINKLEY. I think this press release is one of the worst things 

that could have been put out; it is the worst thing since the press 
release in 1937, when we had gotten this surplus of cotton down, and 
Senator Bankhead and all of the other Senators and people in the 
administration had worked hard and gotten the surplus down~ and 
a press rele~se came out just before planting time, and we did not 
read anything else in the paper that day. That press release st~ted 
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the program had been a great success and the surplus had all been 
consumed and that cotton was headed for a price of 16 or 18 cents 
a pound; and we all know what happened in 1937. · 

Senator McKELLAR. .Mr. Brinkley, do you know who wrote that 
article~ 

Mr. BRINKLEY. I have been told that people who had been fighting 
the program were directly responsible for the press release in 1937, 
and I am wondering if the same interests could not be responsible 
for other misinformation in southern papers. 

Senator BANKHEAD. We got the biggest crop in American history 
in that year . 

.Mr. BRINKLEY. We all wanted the 16 or 18 cents that was mentioned 
in the article. 

Senator BANKHEAD. We got 18 or 12 million bales. 
Mr. BRINKLEY. That makes the farmer a little scared of certain 

interests. 
Senator McKELLAR. I do not blame you. 
Senator WILLIS. In a fair year, how much cotton do you produce, 

how many bales; what is your crop¥ 
Mr. BRINKLEY. On my present acreage~ 
Senator Wn.us. Yes. 
Mr. BRINKLEY. It would be a little over 1% hales per acre on 1,265 

acres. 
Senator BANKHEAD. Which means your total number of bales would 

he about 1,500 ~ 
Senator McKELLAR. You are a good farmer to raise that much 

cotton on that amount of land. 
Senator Eu.ENDER. He has good land; that is the alluvial soil. 
Senator McKELLAR. It is better than any I have worked. 

STATEMENT OF B. F. HARBERT, FARMER, ROBINSONVILLE, MISS. 

SE>nator McKEI,LAR. Give your name to the stenographer. 
Mr. HARBERT. B. F. Harbert. 
Senator McKEILAR. And your address¥ 
'Mr. HARBERT. Robinsonville, Miss. 
Senator McKELLAR. What is your business, Mr. Harbert t 
Mr. HARBERT. I am a farmer, Senator . 

. Senator McKELLAR. State to the committee the extent of your farm
mg, Mr. Harbert. 

Mr. HARBERT. I farm about 3,700 acres of land-about a section and 
a half owned bv me and the balance rentoo. 

St>nator MciW.LAR. About how many hales of cotton do you pro-
duce¥ 

SE'nator BANKHEAD. "l1at is your cotton aereage! 
Mr. HARBERT. It. is 1,603 for 1941. 
&nator McKELLAR. How much do you make in ar. average year on 

that! 
Mr. HARRF.RT. My 5-year average is 550 pounds. 
&nat or l\IcKEI.LAR. To the acre@ 
Mr. HARBERT. Yes, sir. 
Senator McK'.Eu.AR. Of lint cottonY 
Mr. HARBERT. Yes, sir. 
Senator McK.w.AR. A little over a bale I 
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Mr. HARBERT. That is right. 
Senator BANKHEAD. That would be about 1,600 bales~ 
Mr. HARBERT. Last year we made a bale and a third to the acre. 
Senator BANKHEAD. That would be a little over 2,000 bales. 
Mr. HARBERT. Yes, sir. · 
Senator McKElLAR. Mr. Harbert, you are familiar with this situa~ 

tion here; will you give us your views about it~ I have not talked 
with you and do not know what your views are, but you are a farmer 
and we would like to have your views. 

Mr. HARBERT. I am just fairly familiar with it, Senator. 
Senator Mc:K'.Eu.AR. Go ahead and tell us. 
Mr. HARBERT. On short notice I was requested by the president of 

the Delta Council in Mississippi to come up and protest against the 
removal of this Government cotton from our local compresses and 
warehouses. 

Senator McKELLAR. What reasons have you for protesting against 
the removal of this cotton from your local warehouses? 

Mr. HARBERT. One reason I have is I believe that it will increase the 
rate when this cotton is removed. I believe when you decrease the 
baleage of our local presses, that the rate is bound to increase. 

Senator BANKHEAD. You mean the storage rate~ 
Mr. HARBERT. Yes, sir. 
Senator McKELLAR. Do you agree with Mr. Brinkley, whose testi

mony has just been taken, that the locality in which some cotton is 
raised g-ives that cotton an additional value 1 

Mr. HARBERT. Senator, that could be best explained, I think, by 
the firm that I ship my cotton to, for the last 10 or 11 years, made 
a sale of a large shipment of cotton to a mill, and that cotton was 
rejected. After rejecting the grade and staple on that cotton, this 
firm proved that there was no cause for rejection, and the mill admitted 
there was no cause for rejection on those grounds. Then he asked 
what was the cause, or for what reason they rejected it. They claimed 
that the cotton did not originate from that section, which this firm 
knew was not true. They paid a representative to dig into the matter, 
und after going into it very thoroughly they found that the cause 
was that the ginner of this cotton used some second-hand ties, and on 
these ties were some tag or some means of identification that indi
cated that that cotton did no come from the Mississippi Delta. 

Senator :McKELLAR. It indicated that it came from some other 
source¥ 

Mr. HARBERT. That is right; they saw that tag on there and rejected 
that cotton. 

Senator BANKHEAD. Although it was the same grade and staple 9 
Mr. HARBERT. Yes, sir. 
Senator ELLENDER. They did not care about grade and staple but 

just wanted to be sure it was Delta¥ 
:Mr. HARBERT. Yes; but the ginner had bought these second-hand 

ties. 
Senator ELLENDER. It would be very easy to fool them by getting 

cotton from some other place and putting marks on it to show it was 
made in the Delta! 

:Mr. HARBERT. It has been done. 
Senator BANKHEAD. The mills give a premium value to the cotton 

produced in that locality, whether it justifies it or not; is that itt 
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Mr. HARBEllT. Our cotton is superior in breaking strength and char
acter; it has been proven repeatedly after the m1lls have run a test, 
but they do not buy the cotton on mill test or breakage-strength test. 

Senator EILE~l>ER. In this particular case where the investigation 
was made as to that cotton and it was turned down, do you know 
whether or not thtj went through the regular procedure of tE-sting 
that cotton and examining it~ 

.Mr. HARBERT. No, sir. 
Senator ELLENDER. You do not know that¥ 
Mr. HARilERT. No, sir; he just did not want it. 
Senator Eu.ENDER. Just because-
Mr. IIAR!lERT. When he found it came from another section. 
s~nator ELLENDF.R. And he thought it came from the Delta? 
Mr. HARBERT. He had paid a premium for Delta cotton. 
Sl'nator Eu.ENDER. And he rNlly got Delta cotton¥ 
Mr. HARBERT. He really got Delta cotton, and when the represent.a

tire of this firm 'vent there and showed him where this cotton was 
grown, the name of the grower, the original number of the bales, he 
had no trouble whatever in getting him to accept the cotton. 

Senator McKEu.A.R. In your judgment, if this cotton was mon•J 
to various coast. cities and held there in a warehouse and its identity 
necessarily lost, the Go,·ernment would no longer haYe the ad'\"antage 
when it came to sell the cotton, of that premium that you speak of, 
would it~ 

Mr. HARBERT. I think it would be a disadvantage to the Govern
ntl"nt as well as the producer if he had any equity in the cotton. 

s~'llator McKElLAR. What about the cost of shipping the cotton j 
for instance, where do you warehouse your cotton~ 

1\lr. HARBERT. I warehouse it. in Clarksdale. 
Srnator McKElLAR. Clarksdale, Miss.¥ 
Mr. HARBERT. Yes; and sometimes in Memphis. 
SPnntor McKELLAR. Clarksdale is about 70 miles south of Memphis t 
Mt·. HARBERT. Yes, sir. 
Senator 1\IcKEILAR. It was reconcentrated in the middle of the 

year or rewarehoused in the middle of the year at some coastal ware
house, would that not be costly to the farmer, or the Government 
in case the Government owned it~ · 

Mr. HARBERT. I think most of it is shipped to Carolina mills now. 
and I see no zyason why it would not be a double expense to haui 
thP cotton to the coast and then haul it back. 

Sr>nator Mci(F.ILAR. Another thing is, whenever cotton is moved, 
wht>ther in the middle of the vear or at anv other time, from one 
waJ't'house to anotht>r, it is resa1i1pled. is it. not~ 

1\Ir. HARBERT. Yes, sir. · 
Senator Mduu.An. And the farmer would lose as a I'E'sult of that@ 
Mr. IIARBF.RT. That is rig-ht. 
Senator McKELLAR. And the Government would lose if it owned it? 
Mr. HARBERT. Y l's, sir. I had to pay a resampling charge on every 

hale of cotton I sold some years ago. 
Senator EllENDER. Mr. ·Harbert, von say vou store your cotton at 

M<>mphi~ and Clarksdale! . • 
l\Ir. IIARRERT. Yes, sir. 
Senator ELLE~"DEB. Why f 
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Mr. HARBERT. For convenience, and because I want to retain the 
original source of the cotton where it is grown. 

Senator ELLENDER. It is an advantage to do that! 
Mr. HARBERT. Yes, sir. 
Senator ELLENDER. At both places~ 
Mr. HARBERT. Yes, sir. 
Senator ELLEl'."DER. Are you aware of the fact if this bill passes as it 

is now written and you desire to get a Government loan, that you 
would be obligated to store your cotton in the vicinity of where it is 
grown; that you could not go to Memphis if it is nearer to Clarksdale 1 

1\fr. HARBERT. I am 30 miles from Memphis and 60 miles from Clarks
dale. 

Senator ELLENDER. Have you any other facilities immediately around 
your farm where you could store your cotton~ 

:Mr. HARBERT. No; we have not. 
Senator ELLENDER. You have to go either to ClHksdale or to Mem

phis¥ 
Mr. HARBERT. Yes. There would not be enough baleage around our 

immediate vicinity to warrant storage. 
Senator ELLENDER. As I read this bill, any cotton that you borrow 

money on from the Government, the man nearest to where your planta
tion is would have the right to demand the storage. 

Senator McKELLAR. No; under the terms of this bill. it says in the 
nearest locality to where it is produced or located, and if it is located 
at Memphis or Clarksdale-

Senator ELLENDER (interposing). But that is cotton for the years 
back; I am talking about future cotton. 

Senator McKELLAR. I am willing to make it as clear as you want 
that we adopt the same plan we have now. 

Senator ELLENDER. Smce discussing the matter with you yesterday, 
Senator, I interpret the second clause to mean cotton produced in the 
past and not future cotton. · 

Senator McKELLAll. We will make it perfectly clear we do not want 
to change the present system. 

Senator BANKHEAD. Of course you may work out those technical 
questions at any time. 

Mr. REED. :Mr. Chairman, the other witnesses would give testimony 
which would be more or less duplication or repetition-

Senator MoKELLAR (interposing). I want to ask one further ques
tion. Mr. Harbert, you spoke of representing some council of farmers. 

Senator ELLENDER. I think it was Mr. Brinkley who did that. 
Senator McKELLAR. You said some sort of organization; what sort 

of organization do yon belong to and what is it~ 
Mr. lliRBERT. It is the Delta Council of Mississippi. 
Senator :McKE!..LAR. You represent the Council of Farmers of Missis

sippi~ 
Mr. HARBERT. Yes, sir; that is an organization of farmers. 
Senator McKELLAR. Do you happen to belong to what is known as 

the Mississippi Long Staple Cotton Association~ 
lfr. JlARBERT. I am a director in the Mississippi Cotton Cooperative 

Association. 
Senator :McK'ELLAR. The Delta Long Staple Cotton Cooperative 

Association! 
Mr. RumERT. Yes, sir 
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Senator ELLENDER. What is your membership' 
Mr. HARBERT. I am a director in the association. 
Senator ELI.ENDER. This council you speak of, what is it composed 

oft 
Mr. HARBERT. It is composed of the farmers of the Delta. 
Senator ELLENDER. The farmers of the Delta? 
Mr. HARBERT. Yes. 
Rena tor ELLENDER. Irrespective of the size of the farm~ 
Mr. HARBERT, That is right. 
Senator ELLENDER. How many farmers are there in the locality 

wh(lJ'e you operate, or where you have membership~ 
Mr. ihmnERT. I am sorry, Senator, but I am not in a position to make 

an accurate statement on that. 
Sl:'nator ELLENDER, What is the percentage of farmers in the locality 

that bt'long: to the councill · 
Mr. HERrn:RT. At least three-fourths, I should say, of our farmers. 
SPnator B.\NKHEAD. Recently I received a printed brief from one of 

the a~sociations down there in opposition to this removal program; 
was that the Mississippi Council? 

l\k HARBERT. Yes, sir. 
:'o\(•uator llANKHEAD. And·that is the one you represent~ 
Mr. HARnERT. Yes. 
Senator McKELLAR. And they asked you to come here~ 
1\Ir. HARBERT. 'I1lat is right. 
Senator B.\NKHEAD. After consideration of the subject they pre-

pared a written brief or statement in opposition to this program? 
1\lr. HAuBERT. Yes, sir. 
H(lnator .McKELLAR. Do you luwe a copy of it~ 
SPnator BANKHKm. I do not think it is necessary to put it in the 

rec01·d since I haYe a copy. 

STA'I'EMF.NT 'fO THID SF.N.\TE COMMlTrEE ON AGRI('ULTURE BY B. F. HARBERT, 
ROiliNSONVILLE, MISS, 

I r<'prest>nt the Staple Cotton Cooperath.'e Association, Greenwood, a marlret
lng organization in which I am a director and also the De-lta Council, in which 
organization I nm also a dirt>ctor. 

The .Dt>lta Couu<'il h; a civic organization composed of commercial, industrial, 
and agt·irultural interests of the e-ighte-en delta and part-delta counties in 
Mis!liS!lippi. Th(' rouncil is supported in part by voluntary contt·ibutions in the 
form of dtws hy persons, firms, and corporations, and farmers of the delta 
and hy appropriations by the board of supervisors of the several counties refet·red 
to. The eonneil is, therefore, repre-se-ntative of the business interests of the 
&t't'll, whieh has a population of 600,000 people, 85 percent of whom are engaged 
in the- )nmluetion of long-staple cotton. Each year this area produces from three 
qnurtt>rs to a million bales of cotton stapling from l%2 inches to 1% inches in 
le-ngtl1. 

Rpt•nking as an iudl\·idnal rotton farmer and as a representative of a cotton
markt>tiug organization whieh annually handle-s approximately 300,000 bales of 
long·~lllllle cotton, nud flit' the Delta Council, I wish to endorse the principlf's 
emmdntt>d in tlw llleKellnr bill and lU'ge its immediate passage. 

We lhne studie-d rart'fully the '·Invitation for Bids'' proposed by the Com· 
motlitr Credit t 'nrporatiou and bt'lieve such a policy will, if allowe-d, result 
In 11 t't'<·nurl'lltration of cotton that will adversely affect the welfare of the 
farnH't'll and th~> area gt>n~>rally. 

Onr t't•udu><ions Rt'l' stnretl after we have carefully analyzed the financial 
~>tnll•ml'nts of thl' warehou~ operating within the al't'a, and studie-d the con· 
ditilmll WJlN'ting th~ ·~wrations. In our opinion the farm~>rs of this area 
biiH' bt'nf'fitt>d from tbt> t't'llm•tion in stontgt> and eompl't'Ssion rates ove-~: the 
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past 5 years, to the extent of approximately 70 cf>nts a bale fot· f>very bale pl'o
duced, or an aggregate of more than $600,000. As explanation of this savings, 
we may point out that the rates prevailing before the Government loan program 
wt>re generally 50 cents a bale, without insurance, for the first-month storage, 
and 25 cents for each additional month thereafter. Now the rates are 15 ceuts 
per bale with insurance for the first month and 15 eents for each month there
after. Assuming each bale of farmer's cotton remained in the warehouse the 
average period of 3 months, the former charges for this period were $1.00 whereas 
now they are $0.45, or $0.55 less for storage. Compression charges, howevet·, 
have also been reduced 15 cents and insurance amounting to several cents bas 
now been included in the storage charge, giving an aggregate saving of approxi-
matf>ly 75 cents a bale. . 

This savings to the farmer, we know after studying the financial statt>ments 
of the warehouses, has been made possible through the revenue from long-time 
storage of Government-loan cotton. 

At the present time this revenue from Government storage makes the differ
ence between profit and loss to many warehouses, since the revenue from the 
storage of farmers unmortgaged cotton at the new low rate is insufficient to 
meet higher operating expenses which have resulted from higher labor costs 
and increased taxes. 

If these warehouses are deplivPd of the revenue from this long-time storagE' of 
.Government-loan cotton, we are convinced it will bf' ni:'Cessary to mef't op~·rnting 
expenses to raise the rates to the farmers. 

With the pt·esent income to the cotton farmer being considerably less than 
60 percent of parity, any additional costs to him will be most burdensome. 

Furthermore, we want to point out, from our study of warehousing condi· 
tions that we have found operating costs to vary considerably between different 
concerns. A policy of bidding for storage of these stO<'ks will ultimately lead to 
the concentration of cotton in those warehouses which <'llll operate for less. 
While such procedure may at first seem expedient, it must he remrmhered that 
it can also be most harmful, as it may tend to force out of bu~iness many ware
houses who for various reasons have slightly higher operating costs, but who are 
performing a very real service to the farmer by providing convenient accommOr 
dations for his cotton in his own community. If these fadlities are not available 
to the farmer, be will be seriously hundicnpped in the marketing of cotton. 

We respectfully urge that C. C. C. contract with the warehouses in the various 
art>as of the C{)tton Belt for storage in a manner similar to that which bas pre
vailed in the past, not establishing a throat-cutting and uneconomic storage fight 
between concerns and between areas. 

To this end we urge the passage of the McKellar bill. 
B. F. HARBERT. 

1\Ir. REED. ~Ir. Chairman, the·remaining witnesses' testimony would 
be repetition and I am not going to call any more witnesses, but I do 
want to put in the record a letter from Hohenberg & Co., of Selma, 
Ala.; they are one of the largest cotton merchants in the United States. 

Senator BANKHEAD. They were in the cotton business when I was 

a. boy. " v __ · I h' k h . l • b . . Senator .. ,rc~R. t m t ey were m t 1e cotton usmess m 
Selma before I was born; of course, that was when Senator Bankhead 
was a boy. 

1\Ir. REED. I would like to quote one paragraph if I may: 
With practically no exports now, and with little hope of there being any for 

quite some time, the way we view the situation is that cotton is really worth 
less to the merchant at the port than in the interior compresses. 

Senator B.!NKHEAD. It may go into the record. 
(The letter referred to is as follows:) 

M. Hom:.Nm::BG & Co., 
Selma, Ala., Nor·ember 18, 191,0. 

Mr, L.A. Worn, 
Compress of Union, Union Miss. 

DEAB SIB: With reference to our telephone convPrMtion of today concerning 
the probable moving by the C. C. C. of Joan stock from the interior compresses to 
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the port, we have giv~n this matter l'onsiderable thought, and it is our opinion 
that it would be very unfortunate in the event this Ol'curs. 

With practically no exports now, and with little hope of there being any for 
quite some time, Ute way we view the situation is that cotton is really worth less 
to the merchant at the port than in the interior compresses. We refer in partic
ular to those stocks now held in the interior compresses and warehouses in 
Mi11sissippi, Alabama, and Georgia. 

As you krww, the October domestic consumption broke all records, and there 
doer;n't appear to be any diminh;hing for some time to come. The majority of 
the cotton cousumed is in the Southern States, and consequently it would be an 
economic wa~te to have to move the cotton from the interior to the port, when 
In all probability it would have to be moved back again. 

While, of course, lolome cotton can be moved to New England by coastwise 
steamers, in all probability there will be enough cotton that will naturally go to 
the ports to supply those requh·eml.'nts. 

Very tl'Uly yours, 
(Signed) M. HoHENBEilG & Co. 

Mr. REED. We appreciate the opportunity to appear here and we 
understand the hearing will be recessed until Thursday because of the 
Cotton Council of Augusta, Ga., and I haYe been requested to extend 
to everyone present in the room an invitation to come to Augusta, Ga., 
because the National Cotton Couucil is quite a factor in the production, 
marketing, and distribution of cotton. It is cooperating with the 
Government in its producers' program and we hope everyone here will 
come to the National Cotton Council's mooting. 

Senator BANKHEAD. The statement that the recess was until Thurs· 
day on account of the council is correct. Mr. Johnson telephoned me 
urgently requesting this postpmwnwnt. He said there were so ruany 
nwmlx>rs of the council who wauted to come here and were also due 
to go there, and so, in order to acconunodate that large group of pro
ducers and others, the chairman po:;tponed it until Thun:day. 

Senator MciU:l.LAR. Mr. Chairman, before we adjourn, may I ex
press the very earnest hope that we can speedily finish with the wit
n~sses on our ~ide ~md that those opposed to t.he. bill c.an aJso sp~edily 
dtspose of thetr witnesses. We have only a hnuted tune m which to 
work, and I think we ought to do that work as speedily as possible. 

Senator BANKHEAD. I want to express the thought that the plan 
carried out bv .Mr. Reed today of eliminating repetitions and duplica
tions be carried forward at futurt> meetings of the committee. There 
is no necessity for protracted statements duplicatin(J' matters that have 
already. been put into the record by other witnesse~. I hope that will 
be C()~ltmued when we reassemble, no~ only by those in opposition to 
the hill but also by supporters of the b1ll. · 

We really hope to conclude these hearings next week. Beginning 
Thurs~uy we w_ill work as much as we ca.n. Of course, we may have 
som~ mterruptwn by r~?ason of tl:e sessiOns of the Senate, but not 
many, and if possible we want to finish next week. The chairman and 
nwmbers of the committee will appredate the cooperation of the inter
e8tt>d parties to that end. 
Th~ committee stands in recess until ne.xt Thu~·sday at 10 o'clock. 
<"hereupon, at 12:35 p.m., the committee adjourned until10 a. m., 

Thursday, January 30, 1941.) 
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THURSDAY, JANUARY 30, 1941 

UNITED STATES SENATE, 

CoMMITTEE oY AGRICULTURE AND FoRESTRY, 

lV ashingtrm, D. C. 
The committee met at 10 a. m., pursuant to adjournment, in the 

committee room, 324 Senate Office Building, Senator Theodore G. 
Bilbo presiding. 

Senator .BILBO. The committee will be in order. Did you have a 
further statement, Mr. Reed 1 

STATEMENT OF A. L. REED-Resumed 

Mr. REED. I have some additional information that was requested. 
Senator Ellender requested that we prepare a statement of the volume 
of business and the cost, and we have prepared that from 1931-32 to 
date, and I would like to put this in the record. 

(The paper referred to follows:) 

Statement showing relationship of taxes, u:a(/es, and salaries, and total operat
ill!1 eJJpenses to bales received during 9-year peri()d, 1931-3Z to 1939-40, 
inf'lusit•e 

Taxes paid Wages and salaries paid Total operatin~ expenses 
Season Bales re-

oeivoo 
Gross Per bale Gross Per bale Gross Per bale 

l\l.31-32 .. _________ 6, 593,400 $1, 179, 702. 83 $0. 1789 $3, 403, 836. 83 $0.5162 $6. 810, 077. 39 $1.0329 
19:12-3.1 .••••.•.••. 6, 331,891 864,611.42 .1365 3, 121, 188. 43 .4929 6, 386, 367. 18 1.0086 
1~:!3-34 .•••••••••• 6, 838,724 789, 176.95 .1154 3, 266, 976. 87 . 477i 6, 914,974.55 l.Oill 
1~:!4-35 .•••••••••. 4, 827, 151 I, OCI8, 395. 56 .2089 3. 083, 147. 50 .6387 6, 660, 380. 44 1. 3798 
19;15-36 ........... 6, 283,241 878, 553.73 .1398 3, 604, 180. 07 . 5736 8, 246, 306. 73 1.3124 
l~:lt\-37.. ......... 7, 6i0, 287 I, 072,620. 74 .1398 4, 142, 700. 40 .5401 8. 639, 364. 92 1.1263 
1937-38 ........... 10.094.506 I, 102, 671. 49 .1092 4, 831,454.40 . 4786 10, 296, 423. 97 l.w:.J 
1~:18-39.. ......... 6. 984, 3~2 l, 247,857.03 .1787 5, 636,812. w . 8071 11, 342, 232. 12 1.6239 
1113\HO ........... 8, 887,295 I, 915,003. 23 .2156 6, 420, 500. 59 • 7224 13, 363, 075. 66 1.5036 

TotaL .... 64,510, 87i 10, 059, 282. 98 .1559 37, 510,897.08 .5815 78, 659, 201. 96 1.2193 

We _have broken this down as to tnxes, wages, salaries, and total 
operatmg costs, and it shows that as our volume has gone up, our costt~ 
han• ::rone down, but the particular significance is the increase in costs 
bt>ginning with 1938. There is where the wage-hour law became e.ffec-

:!9427:!-41-9 125 



126 REGULATE W AREHOUSIKG OF COTTON 

tive, and there was a tremendous jump in our costs per bale then. 
Senator Ellender also asked for the revenue per bale, which we are 

preparing. 
I just want to call attention to the tremendous jump in the cost per 

bale in 1938. · 
(Senator Bankhead took the Chair.) 
Senator ELLENDER. You are still talking to the same exhibit@ 
Mr. REED. Yes. In 1938 the cost jumped to $1.62, and remained at 

$1.50 per bale in 1939 and 1940. 
Senator McKELLAR. And the 1937-38 went down to $1.02 ~ 
Mr. REED. Yes, sir. In that year we had a volume of 10,000,000 

bales. That was the year we raised over 18,000,000 bales. 
Senator McKELLAR. 1931, '32, '33, and '34 the operating expenses 

were at a reasonable rate. 
Mr. REED. The significance is that in 1933 we handled 6,838,000 

bales at $1.01. Next year the volume dropped to 4,827,000 bales, and 
the cost went up to $1.31. 

Senator BANKHEAD. Let me ask you there, was that increase in 
operating expenses affected in any way by an increase in wages? 

Mr. REED. Yes, sir; very much. The volume dropped 2,000,000 bales 
in 1 year, 1933 to 1934. In 1933--34 we handled 6,838,000 bales. In 
1934-35 we handled 4,827,000 bales, and the cost went up about 36 cents 
a bale. 

Senator ElLENDER. And these figures that you have at the extreme 
left of the page here indicates a number of bales of cotton that was 
handled by the warehouses that you represent~ 

Mr. REED. Yes, sir. That is about 60 percent of the crop. 
Senator ELLENDER. What percentage of the warehousing facilities 

does that represent? Do you know~ 
Mr. REED. No, I do not. 
Senator BANKHEAD. You mean in number 1 . 
Senator ElLENDER. In number, yes. 
Senator McKELLAR. It was not 60 percent of the 1939-40 crop, 

was itY 
Mr. REED. For that year it is about 77 percent, but on a whole, Sena

tor, for the 9 years, it is over 60 percent of the total crop. 
Senator BANKHEAD. Distributed pretty well through the States? 

· Mr. REED. From North Carolina to New Mexico. 
Senator BANKHEAD. That ought to be a good cross section. 
Senator ELLENDER. According to these figures, then, Mr. Reed, let 

us take the season 1939-40, assuming that the Government paid 15 
cents per bale, or $1.80 per year, th.e warehousemen average about 
30 cents per bale per year net~ 

Mr. REED. No, sir; that is not net. You see, we only have in there the 
total plant operating expenses. There are certain things with respect 
to return on investment that would be in addition to that. 

Senator ELLENDER. You mean interest charges on bonds and things 
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1ike that~ 
Mr. REED. Yes, sir. 
Senator .McKEUAR. You speak of it being a cross section. You did 

not adopt the sampling process, did you~ 
Mr. REED. No, sir; we took everybody that would answer. 
Further answering your question, Senator Ellender, the 15 cents 

per bale does not necessarily mean $1.80 in revenue. The average hol~
mg time, I think, would be about ten and a half months. You see, It 
comes in and goes out, and the average does not amount to that. 

Senator EuENDER. As a matter of fact, very little of the Government
owned cotton moves at the present time, does it¥ 

.Mr. REED. Very little of the Govermnent-owned cotton¥ No, sir, 
I am going to give a statement here showing 6,000 bales of Government
owned cotton shipped out of one point in Oklahoma. 

Senator ELLENDER. I have received a letter from a gentleman who 
is editor of some cotton journal-you may have seen it-

1\lr. REED (interposing). No, I did not see it. -
Senator ELLENDER (continuing) : Showing that this 1934-35 cotton 

has been so long in the warehouses that the Government would have 
to sell it for almost $90 a bale to break even . 

.Mr. REED. I do not know about that. I did not see that statement. 
Senator ELLENDER. But, as a matter of fact, is it not true that most 

of this Govermnent-owned cotton, in which the farmers have lost all 
equity, that there is very little of that sold, therefore, very little move
ment of it~ 

Mr. REED. That is corred. While we are on that point I would like 
to file in the record an analysis of 6,832 bales of the 1934-35 Govern
ment-owned cotton thnt was moved from Oklahoma City, beginning in 
April, 1940, and extending down to January 2, 1941. I have shown the 
destinations to which this cotton moved, and I want to make this general 
statement with respect to it., that if it had been reconcentrated from 
Oklahoma City to any port location and reshipped to this destination 
it would have cost $3 to $4 a bale more to make delivery rather than 
where they did actually deliver it. 

Senator ELLENDER. Do you know the circumstances under which the 
Government sold this cotton! - · 

Mr. REED. They turned that cotton over to the Federal Surplus Com
modity Corporation. 

Senator McKELLAR. They bought all that cotton in Oklahoma City! 
Mr. REED. That is what they shipped from Oklahoma City. They 

shipped thousands of bales from all over the territory, Senator, into 
W. P. A. projects and things of that character. 

Senator McKELLAR. When was that done! 
~Ir. REED. It has bet>n done all during 1940, and this is an analysis of 

only one point, which I think is representative of all of them. 
(The statf.>ment referred to follows:) 
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Statement showing di.~position of 6,832 bales of 193H5 Government cotton tl!at 
were transferred from Commodity Credit Corporation to Federal Surplus 
Commodities Corporation while stot·ea at Oklahoma City, Okla. 

Date shipped ~u:~: Destination 

!~~J~:IL; ~ Chandler, 0 kla. 
Marietta, Okla. 

~ Sapulpa, Okla. 
Chandler, Okla. 

no McAlester, Okla. 
lo 

~ Do. 

;~::~~ Do. 
.Aii

1 ~ Do. 
)n Do. 

nn Do. 
Do. 

_ Ti,z, 1940. Do. 
Do. 

A~~: ~· l!l4l 1• Do. !·:: Do. 
pr. 1 

~ Do. 

~~: l!U Do. 
l!l4 Do. 

~~:l 
't!Ui Do. 
. 194 Sapulpa, Okla . 

r:;, !fl.~ Duncan, Okla. 
_l!l4! Sapulpa, Okla. ·r Duncan, Okla. 

Ma~ !2,1!)411 Claremore, Okla. 
Wewoka, Okla. 

~ 24,1940 Ardmore, Okla. 
i6 Purcell, Okla. 

nn H Chandler, Okla. 
May2S.t940 Waurika, Okla. 

·nn 

~ Marietta. Okla. 
c_l, 1940 Pauls Valley, Okla. 
nti Marietta, Okla. 
no McAlester, Okla. 
-~~l!l40 Chicaksha, Okla. 

Wewoka, Okla. 
Ti~- 1940. Carmargo, Okla. 

McAlester, Okla. 
Jnn.;- 1940 n Ardmcre, Okla. 

-~5~ 1940 Holdenville, Okla. . i4 Frederick, Okla. 
nn Lawton, Okla. 
-~~· 19411 Stillwater, Okla. 

Marietta, Okla. 
nn Claremore, Okla. 

r.~;;; ~~· :: 11 McAlester, Okla. 
Do. 

JtiDI~~; 1940. ', Walters, Okla. 

.~ Ravia, Okla. 
ln Ada, Okla. 
)n Guthrie, Okla. 
)o ~~~d!rk~~e6kg~la. )n 

)O .... Sapulpa, Okla. 
~20, 1940 Purcell, Okla. 

McAlester, Okla. 
~21, 1940 1~ Do. 

Atoka, Okla. 
Jun·~ 22; 1940 -~ Ada, Okla. 

)o Duncan, Okla. 
)n 

~ 
Shawnee, Okla. 

)O Durant, Okla. 
)o r-;ewkirk, Okla. 
)n Buffalo, Okla. 

15 Woodward, Okla. 
)o Guthri~. Okla. 
ln Lawton, Okla. 

Jun• _24, lQtfl McAlest~r. Okla. 
)o Okmulgee, Okla. 
)n Hugo, Okla. 

Nowata. Okla. 
)n Ravia, Okla. 

Sulphur, Okla. 
Norman, Okla. 

)n Wilburton, Okla. 
)n Ada, Okla. 
)o Cord~ll. Okla. 

~ \n f'heyenne, Okla. 
)n Sayre, Okla. 
nn 1~ Coal~ate, Okla. 
'2.1, l!UII McAlester, Okla. 
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i'itatelll('nt i!lwu:ing di11position of 6.S.-JZ bales of 1934-35 Government cotton that 

were tmni!(erred (rom Commodity Credit Corporation to FederaJ Surplus 
Comnwditte/1 Corpm·ation wiiUe stored at Oklahoma City, Okla.-Continued 

Date shipped 

nn 
~~··•~wmo ................................•.•...............••..•....... r 

fun•~··•~u,41lul_,_, ........................................................... 1 

ln 

)n 

ln 
ln 

\n 

rln 
\n 

llo 
Jun•~,,I0~41wl ...•....•...•......•....•...•.•..•.••......................... 1 

In 
\n 
)n 

In 

'" ln 
\n 

ly~t,u.~w ....................................•...•......••.............. l 

)o 
ln 
lo 
)n 

\n 

Jul~~~~~~----···-····------··-··-···--·········----·----·---- .. -- .. --- .. 1 

Do 
no 

Jul~~i,u.~w ............................................................... l 
l)o 

llo 
l)o 
ilo 

:Jo 
nn 

l\~~,l,Q.4,0v ............................................................... l 

\o 
lo 

no 
Jul~~~-1,.9~~- .............................................................. 1 

July)7,l.~~Ov ............................................................... l 

~~: .................................................................. [ 
l~-- ............................................................... 1 

\~·-·······--···--·--······------·--------------------------------1 
~7·----------------------------·---··-·-------------------------1 
~~------ .......................................................... 1 

'"·~·--··------···-··--··--··--·······-····------- .............. 1 

Number 
of bales 

95 
2.10 
34 
14 
45 

21i0 
8 

43 
13 
26 
29 
42 
7 

13 
22 
10 
53 
14 
14 
16 
13 
11 
6 

10 
8 

14 
21 
5 

22 
10 
10 
24 
71 

308 
139 
95 
16 
10 
55 

198 
56 
55 

198 
59 
57 
54 
IS 
44 
42 
45 
6 
5 
5 

15 
H\5 
26 
56 
27 
14 
14 
27 
41 
42 
19 
25 
:ll 
4 

H 
g 
4 

H 
7 

12 
6 
5 
g 

12 
14 

Destination 

Eufaula, Okla. 
Idabell, Okla. 
McAks~r. Okla. 
Oklahoma City, Okla. 
McAlester, Okla. 
Ardmor~. Okla. 
McAie;t;,r, Okla. 
Pmy, Okla. 
Claremore, Okla. 
Frederick, Okla. 
Tulsa, Okla. 
Chandler, Okla. 
Pawnee, Okla. 

Do. 
Vinita, Okla. 
Guthrie, Okla. 
Chickasha, Okla. 
Steigler, Okla. 
Wagoner, Okla. 
Bartlesville, Okla. 
Gr(l(>owood, Ark. 
Grove, Okla. 
Sayre, Okla. 
Walters, Okla. 
Waurika, Okla. 
Stilwell, OklH, 
Shawnee, Okla. 
Guymon, Okla. 
Marietta, Okla. 
Shawnee, Okla. 
Elreno, Okla. 
Guthrie, Okla. 
Woodward, Okla. 
Muskogee, Okla. 
Duncan, Okla. 
Weleetka, Okla. 
McAlester, Okla. 
Oklahoma City, Okla 
Springfield, Mo. 
Clinton, Okla. 
St. Joseph, Mo. 
Jefferson City, Mo. 
Hugo, Okla. 
Dexter, Mo. 
Moberly, Mo. 
Van Buren, Ark. 
Wagonoer, Moot. 
Roundup, Mont. 
Great Falls, Mont. 
Katespell, Mont. 
Billings, Moot. 
Miles City, Moot. 
Plenty Wood, Moot. 
Sidney, Mont. 
Claremore, Okla. 
Chandler, Okla. 
Pryor, 0 kla. 
Grove, Okla. 
Wewoka, Okla. 
Wlll!onner, Okla. 
~Iuskogee., Okla. 
Tallequah, Okla. 
Antlers, Okla. 
Bu~o. Okla. 
Antlers, Okla. 
Pauls Valley, Okla. 
.4-rdmore, Okla. 
f:Jillwat<'r, Okla. 
Miami, Okla. 
Pawhuska, Okla. 
F.l Reno, Okla. 
Kin~rfishll!', Okla. 
Wewoka, Okl8. 
Salli'ISW, Okla. 
Ra,·ia. Okla. 
Sulphur, Okla. 
!\orman, Okl~. 
Purc.,ll, Okla. 
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Statement shou::ing dispo.sition of 6,8.32 bales of 1934.,.3.5 Government cotton that 
v;ere transferred from Commodity Credit Corporation to Federal Surplus 
Commodities Corporation while stored at Oklahoma City, Okla.-Continued 

Date shipped Number Destination of bales 

July')~· 1940 12 Watonga, Okla. 
6 Enid, Okla. 

ln 
ll\ 

7 Medford, Okla. 

ln 
16 Pawnee, Okla. 
18 Stillwater, Okla. 

ln 10 PArry, Okla. 
ln 20 Kingfisher, Okla. 
)n 20 Pauls Valley, Okln. 
)n 14 Oklahoma City, Okla. 
)n 3 Do. 
)o 10 Anarlarko, Okla. 
)o 26 Sapulpa, Okla. 

:.._30, l!l40 90 Casper, Wyo. 
10 Sapulpa, Okla. 

nn 78 Phoenix, Ariz. 
D 8 Hugo, Okla. 

lU!(. 1! l~ll 2 Pauls Valley, Okla. 

~~·~ 
H :!411 25 McAlester, Okla. 

loll 50 Do. 
lQ 50 Do. 

:~~: ~ 
. lQ 25 Do. 

N 25 Do. 

:~t 1 
50 Do. 
25 Do. 

)Ct. 25 Do. 

:~:: 1 

8 Do. 
25 Do. 
12 Do. 

)Ct. 65 Do. 

~~t;, .1! 
27 Do. 
28 Do. 

an. '!ii.i. 10 Ch~y~nne, Okla. 
-

'l'nt~l 6,832 

SUMMARY 

1. The 6,832 bales were put in the Government loan in Oklahoma during Mason 1934-35. 
2. 6,333 b!lles were transferred from Commodity Credit Corporation to Federal Surplus Commodities 

Corporation in February 1940 and 499 b!lles in May 1940. · 
3. All shipments were consigned to Agricultural Adjustment Administration agents at the destinations 

shown, except 1,834 bales were shipped to 15 d~tinations for account of the Oklahoma State Wellare Board. 
4. 4,957 balas moved via railroad and 1,875 via trucks, and all moved uncomprcssed. 

Senator ELLENDER. Mr. Reed, I believe that during the course of 
your testimony you testified that there were 4,800,000 bales of 1934-
35-36-37-38 loan cotton in warehouses~ 

Mr. REED. In the interior. 
Senator EruNDER. In the interior. And I believe you were asked 

to give a break-down of that, and it was your contention that most of 
that cotton was stored in communities of 12,000 population er more. 

Mr. REED. I said it. averaged less than 12,000, yes. 
Senator ELLENDER. Now, could you give a break-down as to the 

warehouses, let us say, like Federal or Union, that have this cotton in 
storage~ 

Mr. REED. The Government puts out a statement on that, Senator, 
and shows the name of the warehouse company that has the cotton. 
It is quite a voluminous document. I can get it for you. 

Senator ELI.E~"DER. I just thought if we could have a break-down 
of this 4,800,000 bales, showing exactly what warehouses it went to
I do not mean the particular one, but the ones belonging to a group, 
say, like the Federal or the Union or the others that controlled this. 

Senator l\Ic'KEI.liR. Will not that printed document give you all the 
information you want on it 1 
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~fr. Rr..rD. It will give you that. The Government's statement ?f 
the location of Government-owned and GoYernment-loan cotton w1ll 
show you the name of the wareh.ouse compa~Y·. Now, if you "Want me 
to make that I will be glad to do It, and submit 1t to you. 

Senator ELLENDER. Of course, we do not haYe much time to dig 
into it. 

~fr. REED. I think I eould do it tonight. 
Senator McKELLAR. The witnese says he is 'Willing to do it. · 
Senator ELLENDER. If that can be put into the record in connection 

with his testimony, Senator, just to get all the facts together. 
Senator McKELLAR. It will not be a book or anything like that¥ 
Senator ELLENDER. Xo; just a statement. In other words, so many 

for this group and so many for that group and so many for the other 
group. 

1\Ir. REED. Would it serYe your purpose if we took it and rearranged 
it so that it would be a statement by companies rather than by towns! 

Senator ELLENDER. No; I do not want it divided by towns. I prefer 
just to have the groups. In other words, say the Federal Co., show 
how much they have as a whole. You do not have to say which of 
their units have so many bales, but just the company as a whole. 

Mr. REED. I think it will be very interesting, and you are going to 
find that the majority of that cotton is in the hands of small companies. 
I think it would be good information for you to have. 

Senator ELLENDER. Now, Mr. Reed, I note that in this statement, 
the column headed ''Taxes paid,'' that for the year or season 1931-32, 
the amount was $1,179,702.83. Then it drops down for the year 1933-
34 to $789,176.95. 

Mr. REED. Yes, sir. 
Senator ELI.ENDER. Can you give us the reasons for such a drop in 

taxes! 
Mr. REF..D. No, sir; I cannot. I do not know what the reason for 

that may be. 
Senator EraNDER. I notice that for the year 1938-39, the taxes were 

$1,247,857, and the following year they were $1,915,693. 
Mr. REED. Yes, sir. 
Senator ELI.ENDER. Could you give us the reason for the ·difference 

between those 2 years* 
~Ir. REED. No, sir; I am not informed as to what has affected the 

taxes, Senator. This information, you understand. was collected by 
th(' industry and compiled for these facilities, and there may be a 
million different things that might affect that. 

~enator ELtEN"DER. Now, with respect to the column headed "Waues 
and snlaries," I notice in the y('ar, or season, 1931-32, the amount :as 
0.5Hi2 pPr bale. 

~Jr. REED. Yes, sir. 
Senator ELI.tNDER. Then, down to 1933-34 it was 0.4777. 
St>nator STEWART. I do not follow that, Senator Ellender . 

. St>nator EuENDER. rnder wages and salarit>s paid per bale, Senator, 
Ill the ~·E'at· 193:!-33, the eost per bale was 0.5162. Then in 1933-34 it 
was O.fi77 per bale, and down to 1937-38 it was 47.86; for 19:~8-39 it 
Wa:' O.SOil.an(! for ~ast year~ that is the last season, it was.0.72'24. 

Mr. Rrro. 1: ei!, sir. 
S..'nlltor Eu.rxor.n. What would cause the difference tlm·e f 
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Mr. REED. The difference, Senator, from 1938 on we know because 
we particularly went into that. That is due to the wage-hour increase 
in our cost of operation, and you will notice the abrupt jump in 1938. 
From 1931 to 1937 they are fairly uniform, reflecting the difference in 
volume; whereas, when you get to 1938 it takl:•s a jump upward. 

Senator ELIL~DER. Well, the amount of cotton handled, of course, 
is reflected in the wages as well as the taxes, I notice . 

.Mr. REID. Yes, sir. 
Senator ELLE...~Dm .Now the last column, "Total operating ex

penses." E•idently that column includes not only the amount indi
cated under the cohunn "Taxes paid" and "Wages and salaries," but 
some other1 

Mr. REEn. General office expenses. 
Senator ELLENDER. Xow, you say that in addition to the general 

office expenses there was some other expense~ 
~Ir. REED. Yes, sir. 
Senator ELLExDER. And that other expense is solely return on invest

ment1 
~Ir. REED. That may be the only one. It is the only one I can 

think of that is not in there. I think that is the only one we have 
not included. 

Senator ELLENDER. But these figures you would say reflect the 
entire expense except return on investment~ 

Mr. REED. I think that is correct. 
Senator E~'DER. All wear and tear and taxes~ 
Mr. REED. I am not sure whether it includes depreciation or not. 

I will try to find out and tell you. I think it does. 
Senator ELLE!I.'DER. Thank you very much. 
lfr. REED. Senator, you asked for the revenue per bale broken 

down as between the different services. Mr. Blackman is trying to 
do that. We cannot do it for all these companies, because different 
companies have different services, and he is going to try to take 
representatiw companies and break it down for you. 

Senator ELLENDER. There is one more question that comes to my 
mind. I think we brought out by you, or probably by some other 
witness, that if it were not for this immobile cotton that is now in 
the warehouses, the charge per bale would have to be considerably 
in excess of what the farmers and the Government are now paying 
the warehousemen. 

~Ir. REED. Correct. I think that when this investigation was made 
we asked that specific question, and over 340 of them replied that 
thev would have to increase their charges if the rates on the Gov
erninent stock were reduced, or if it were reconcentrated. 

Senator El.LE).'DER. And I believe that quite a few witnesses testi
fied that the charge in the past was as high as 50 cents per bale for 
the first month or for the first 15 days; others had it at 30 cents, 
and I think some had it at 25 cents for the first month, and the last 
month 20 cents, if the cotton was kept in the warehouse for an 
awrage of, say, 60 or 90 days, which I understand is about the 
'!lsnal awrage that cotton remams in the warehouse. 

Mr. REED. ,About 90 days. . 
Senator ELLE:!~."DER. Xinetv davs-that the cost to the farmer would 

vary from, I think it was 76 cents to as much as 90 cents per bale. 
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~fr. REED. That is correct. I think I figured it at 77. 
Senator Eu.F.NDF.R. Then in connection with all of that, you made a 

statf•ment that the farmers at a certain period paid something like 
$5.000,000. Do you remember that in your testimony~ 

)1r. REED. Yes. 
Senator ELLE:SDER. How did you get that figure~ 
Mr. HEED. That was figured on the difference in freight by shipping 

it from origin rather than from the concentration point. 
Senator ELLENDER. In other words, shipped to and from the same 

places? 
Mr. REED. No, sir. We figured on those States, Senator, that did 

not ha,·e reconcentration privileges at the ports. We left out, for in
stance, those States-and I gave the cities this morning-that do 
ha\'e recon('('ntration privileges by the ports. I gave you the figures 
on that. Now, I added to that those that do and that have this 
character of situation, where their freight bills may die and then 
they will lose aU of that freig11t. 

SPnator ELLENDER. And then that would further increase the 
burden~ 

:Mr. REED. Yes, sir. 
Senator ELLENDER. In other words, when the statute of limitations 

is at an end and this floating agreement is not in effect, that would 
impose a further burden on that cotton~ 

Mr. REED. Yes, sir; after 34 months. 
S:-nator ELLENDER. Thank you very much. 
Have you any figures to show the number of bales per farmer that 

are in the loan~ 
Mr. REED. I can tell JOU how many per note; yes. On the 1938-39 

cotton he brought in 7.4 bales per loan note; on the 1940-41, up to date, 
it has averaged slightly more than 4 bales per loan note. 

Senator ELLENDER. Am I to understand that a loan note may be 
more than a farmer or represent a few farmers~ 

Mr. REED. No; it just represents one farmer, except in the case where 
the cooperatives have a collective note, and I have not included that 
in there. 

St>nator BANKHE.-\D. Now, suppose the farmer deposits more than 
once cotton in the loan, does he make more than one note~ 

Mr. REED. Yes, sir.· 
Senntor BANKHEAD. Then your statement about so much per note 

nwans E>arh farmer or each separate transaction~ 
Mr. REED. It means E>ach separate transaction. 
Senator BANKHEAD. Then, per farmer, your average mav be seven, 

but a farmer may have a good deal more~ • 
Mr. REED. Yes, sir. 
Senator EU.ENDIR. Or a good deal less! 

. ~Ir. REFJ). Or a good deal less; yes. It does not show the produc
tiOn per farm. 

&>nntor BANKHEAD. I thought probably the word "borrow" would 
he lwttPr than "notE>.'' because vou are workina out the average number 
in nll noh•s, big ~nd little--1 Ilwan by all far~1ers. But. an~;way, your 
statt>nwnt explams that you mean that thnt is an average for the 
mnnber· of borrowers. 

Mr. Rno. Yes. sir. 
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Senator ELLENDER. 1\Ir. Reed, I would like to ask you a further 
question. Would you know the average period of time that a farmer 
leaves his cotton in storage in the Government loan 1 

1\Ir. REED. We made a test of that in 1939, Senator, on all loans and 
we included in it all Government loan and all Government-owned 
stock for 172 facilities. They were all compress companies, and the 
average time, taking all of the cotton that went in the loan, all of it 
that was withdrawn, and all that we had on hand, the average time 
was 101;2 months, and that included 1934-35 cotton that had been on 
hand then about 5 years. You understand the producer comes down 
today sometimes and gets a note for the Government loan and takes 
it to the loan agency, and the day after tomorrow he decides he wants 
to sell. 

Senator ELLENDER. If he can make $4 or $5 a bale he wants to sell1 
1\Ir. REED. Yes, sir. We have some other figures here out of the 

information we have collected. Out of 386 interior plants involved in 
the figures we collected, those facilities were owned by 9,766 persons; 
5,847 of that number were producers. That is, approximately 67 per
cent of the persons interested in the interior facilities were producers 
of cotton. 

I also have some figures showing the widely fluctuating character 
of the cotton storage business. I think that ought to be considered in 
connection with this map. You cannot fix a definite rP.tio of income 
to values in an industry where you have a widely fluctuating volume 
of business, oocause one day it is overtaxed to capacity, and the next 
time it has idle capacity. Out o.f 371 plants, on a 3-year average the 
maximum number of employees engaged in handling cotton at any 
one time, that is, at any one given period, was 18,107 persons. The 
minimum number engaged in handling cotton in that same 371 plants 
was 3,815. In other words, there was a fluctuation in the employment 
there from 18,000 to about 4,000. The volume, for instance, in 1937 
was 18,000,000, and production in 1938 was 11,000,000. Those things 
have a direct bearing upon our ability to continue to operate. 

I have some figures on the available capacity of interior points. 
This is for 393 interior plants. The stock on hand on December 1, 
1940, was 6,539,065 bales. Of that number, 3,165,775 bales were com
pressed to standard density. Three million three hundred and seventy
three thousand two hundred and ninety bales were being stored in un
compressed or flat form. 

The capacity of those 393 facilities without any further expendi
hues for insurance, improvements or anything, in standard density 
compressed bales is 10,442,271 bales; of uncompressed bales, 6,808,504 
bales. 

Based on 50 percent compressed and 50 percent uncompressed, we 
haTe available now, under present conditions, storage space for 
2,700,000 bales of cotton. By improvements dealing primarily with 
insurance regulations, such as fire walls, sprinklers, and so forth, the 
rapacity of uncompressed bales can be increased to 7,941,761 bales, and 
standard density compressed bales to 13,335,760 bales. 

Xow, I gave you the figures at the last hearing on the difference 
in freight from all States except New Mexico, Texas, and Louisiana. 
The difference on X ew Mexico cotton would be $1.98 per bale; Texas, 
$1.53 per bale, and Louisiana, 98 cents per bale. 
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Basing on the possible reconcentration of cotton, and eliminating the 

New England States, where it is doubtful whether there wol!ld be 
any reconeentration, but basing the figures on the recon.c~ntratiOn of 
cotton in Mississippi, Tennessee. Missouri, Arkansas, Lomsmna, Texas, 
and Oklahoma, we ha'\'e figured the additional cost on the stock on 
hand July 31, 1940, of 2,934,199 bales. 

The difference in freight along would be $4,904,433, and if we add 
fo that the 10 c.ents recen·ing charge eustomarily made by the recon
centrating warehouse, the figure becomes 5,199,856 bales. 

Senator STEWART. Do you mean bales or dollars Y 

Mr. REED. Dollars; $5,199.856. 
At tlus point I want tO introduce in the record the railroad tariff'

! just want to make reference to the fact that in the railroad tariff 
dealing with reconcentration and the concentration of cotton all 
freight bills that are dated prior to September 28, 1938, are now dead, 
and all freight bills dated subsequent to February 28, 1938, will die 
automatically as they become 34 months of age. In other words, all 
cotton now that mm·es to the ports in February and March of 1938 
is approaching the dead line with reference to the availability of those 
freight bills for re-shipping privileges. 

Senator McKELLAR. In other words, it could no longer be floated, to 
ttRe a railroad corrunon expression 1 

Mr. REED. That is correct. They could no longer get a refund under 
transit out of that freight. In other words, that becomes dead 
freight. 

Senator McKELLAR. It would have to be shipped new, without any 
reduction. 

Mr. REED. Yes, sir. 
Senator BANKHEAD. Shipping at the transit terminal rate¥ 
Mr. REED. Correct. 
Senator ELLENDER. Is there any way to renew that, Mr. Reed! 
Mr. REED. No; because I understand the 34-month privilege was put 

in there because of the statute of limitations in the Interstate Com~ 
merce Act holding that after the 3 years it is dead. The Supreme 
Court has held that the railroads c~nnot legally spend it. 

&nat or ELLENDER. It c~nnot be done by waived 
Mr. REED. No, sir. The Supreme Court has held that you cannot 

waive the statute of limitation with respect to the Interstate Commerce 
Act. 

I want to introduce into the record a letter from the Commodity 
Credit Corporation, dated September 3, 1940, which states that the 
Commodity Credit Corporation would prefer to reconcentrate the 
cotton at interior points rather than haYe additional facilities con~ 
structed at interior points, or to lease additional space. I wish to sub~ 
mit that for the reeord. ' 

(The letter referred to fopows:) 
P:STl"fJ) STAn:s DEPARTYEST OF AGRictlLTURE, 

t'(JMYODITY CREDIT CORPORATION, 

Wa-.~llill!11(m, D. C., Septerttber 3, 19~0. 
To THK W AREHOt'SiY.\:S AliORl:Sl'lill; 

With tht' ht>a,·y nuwt>mt>nt of 1{140, <'rop eotton now approaching, all ware
bous.•mt'n should takt' such Stt'l)S as are nfc't'ssary to propt'rly store tbe new
rrop eottou. 

Stl~ra~ 11pa~ for a substantial rolumt' of eotton is a'failable to Commodity 
Cr('(ht Corporation at some of tbe larger ront'entration points both in the interior 
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and at ports, at rates lower than the rates at nonconcentration points. With this 
space a>ailable, it is not necessary, except in a few instances, for warehousemen 
to build or lease additional space. Commodity Credit Corporation will cooperate 
with warehousemen and arrange to move cotton where it is necessary in order 
to provide adequate storage space for cotton. Warehousemen should communi· 
cate with Commodity Credit Corporation before building or leasing additional 
storage facilities. 

If there is any question as to your ability to store cotton of the 1940 crop, you 
should immediately write to Commodity Credit Corporation and arrange to mo,·e 
a sufficient amount of the stocks now on storage to enable you to properly handle 
the s~.>ason's business. 

Very truly yours, 
G. E. RATHELL, 

Director, Cotton Dit'ision. 

I would also like to introduce in the record a schedule of cha~ges 
tmder the contract submitted by the Cotton Concentration Co. of Gal
veston, Tex., which is the bid that was accepted by the Commodity 
Credit Corporation in October 1939. 

(The paper referred to follows:) 

Schedule of charges under the contraot submitted by the Cotton Concentmtion 
Co. 

Item 1: Receiving, weighing, tagging, sampling, issuing insured 14 cents per bale. 
warehouse receipts (insurance to cover fire for market value 
as specified in your telegram) and placing in storage. 

Item 2: Storage per month or fraction thereof______________ 9 cents per bale. 
Item 3: Compression from flat to high density or from standard 30 cents per bale. 

to high density. 
Item 4: Cotton received already high .densities and where no 12 cents per bale. 

compression is performed by the warehouse company, when 
necessary to deliver shipside. 

Item 5: Furnishing patches, including costs of application per 
pound at current market price. 

Item 6: Resampling----------------------------------------· 10 cents per bale. Item 7: Reweighing ________________________________ ..,_______ Do. 
Item 8: Reconditioning damaged cotton, not including com· 

pression: 
(a) Where loss does not exceed 5 polmds _____________ No charge. 
(b) Where loss does exceed 5 pounds----------------- 40 cents per bale. 

Item 9: Reconditioning cotton, including recompression_______ 70 cents per bale. 
Item 10: Brushing cotton-----------------------------------· No charge. 
Item 11 : Drying cotton received wet but undamaged___________ Do. 
Item 12: New half covers applied at time of compression _______ 38 cents per half 

cover. 
ltel!l13: New whole covers applied at time of compression-----· 76 cents per bale. 
Item 14: Picking out by tag number__________________________ No charge. 
Item 15: Removing of tags---------------------------------· Do. Item 16: Marking _______________________________________ .. _ 5 cents per bale. 
Item 17: Ranging for any purpose when requested to do so_____ 10 cents per bale. 

NOTE.-This charge does not apply on any cotton ordered resampled or reweighed as the 
items and chat·ges listed above of 10 cents each cover the services of resampling and;or 
reweighing. 

Senator McKELLAR. What company is that 1 Who runs it? Do 
you know~ . 

Mr. REm. Yes, sir; it is local Galveston people. 
Senator McKEL:uR. It is not a national company? 
Mr. REID. No, sir. 
Senator ~IcKELI..\R. They have so many names, we have to look into 

them and watch them a little closely. 
Senator BAXKHE.ID. Just one thing, Mr. Reed, to refresh my recollec

tion. I remember when you appeared here recently you stated the 
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number of bales of cotton, Government cotton, in the ports at this time 
and the number in the interior warehouses. · 

l\Ir. RREo. Yes, sir. 
Senator BANKHEAD. Will you refresh my memory about that 1 
lfr. REED. I will get that figure. It is 1,475,000 bales at the ports, 

and the remainder of it in the interior, which is 4,800,000 sometlung, I 
believe. But let me get the figures. 

Senator BANKHEAD: You can give me that later. 
Mr. REED. Of the Government stock disposal of 6,185,201 bales, of 

that quantity, 1,H07,199 bales are located at ports, and .4.878,000 are 
·Jocated at interior origin. 

Now, on the producers' 1938-39 stock, if you would like to have 
that. 

Senator BANKHEAD. No; I do not care for it, unless you have the 
total. 

1\Ir. REED. I have the total, 2,089,427 bales; 33,440 of those bales are 
located at ports, and 1,754,987 are located at interior points. 

Senator STEwART. What is the total number of bales in all these 
storage houses, both at ports and the interiod 

Senator BANKHEAD. You mean producers and Government com
bined~ 

Senator STEWART. All combined. 
)fr. REED. I will give it to you in just a few minutes, Senator. 

It. is a little over 8,000,000 bales. 
SPnator BANKHEAD. Will you call your next witness, lfr. Reed l 
1\Ir. REED. l\Ir. Nichols. 

STATEMENT OF S. R. NICHOLS, COTTON COMPRESS AND MERCHAN
DISING BUSINESS, LITTLE ROCK, ARK. 

Senator 1\lcKELLAR. Would you state your name and residence to 
the committee, l\fr. Nichols~ 

~Ir. NicHoLS. S. R. Nic-hols, Little Rock, Ark. 
Senator McKELLAR. W'hat is your business~ 
~Ir. NrcHoLS. I am in the cotton compress and in the cotton mer-

l'handising business. 
Senator l\Iclu:LLAR. You are not in the st~n·age business~ 
Mr. NrcHOL"l. Yes; storage and compress business. 
SPnator lkKELLAR. Compress, storage, and merchandising1 
~h·. NicHOLS. Yes, sir. 
Senator McKELLAR. Now will you state what you want this com

tllittee to know about this bill t 
~h·. Xrcnots. I want to coneur in the statements that lir. Reed 

has made previously, for the past several days. We feel that if we 
are denied the right to continue storing the backlog of Go,·ermuent
lo~tn (·otton and Gorernment-owned cotton, we will be forced to in
nea~> the rate for subsequent crops, in order to make a living out of 
our business. Wt> also feel that for tht> protection of the equity that 
farnwrs h:wt> in the Gowrnment-loan cotton it should remain ~tored 
at tht.> point of production. · 

I hart> an nample of that in a purchase and sale of cotton that I 
made last wet>k .. On Thursday. Friday, and Saturday of last week 
I bought approxnnately 5,000 bales of 1940 loan cotton. That is 



138 REGULATE WAREHOl"SIXG OF COTTOX 

cotton that was stored during the past fall, and which the farmers 
are now selling. I paid for that cotton $6 and $6.50 per bale over the 
loan value. That was approximately 10.20 cents per pound over the 
loan value. That was a price of approximately 10.20 to 10.30 on 
the local market. 

The same quality of cotton, the same description, Middling 15/16th, 
was quoted on Saturday in New Orleans at 10.13. 

Senator McKELLAR. What would have been the difference if it had 
been sold at New Orleans on the same clay? 

1\Ir. NICHOLS. The same cotton in New Orleans would have brought 
approximately 18 point:?, or $1 a bale less than it brought in Arkansas.· 

Senator McKELLAR. The farmer would have just lost a dollar a 
bale? 

Mr. NICHOLS. In addition to that he would have lost the freight 
for putting it in New Orleans. 

Senator McKELLAR. What would be the freight? 
Mr. NICHOLS. Approximately $1.70 per bale. 
Senator :McKELLAR. So if that cotton had been in New Orleans in-

stead of in Little Rock- , 
Mr. NICHOLS (interposing). In Arkansas points. 
Senator McKELLAR. In Arkansas points, the difference would have 

been $2.70 loss to the former. 
Mr. NicHOLS. In addition to that, he would have had the expense of 

having it received, sampled, and weighed in the receiving warehouse 
at the port, had it been shipped there. 

Senator BANKHEAD. What wotild that amount to 1 
Mr. NICHOLS. That would depend on their tariff, and that varies. 

I could not say exactly, but it would run perhaps 35 cents or more per 
bale. 

Senator BANKHEAD. That would bring it up to about $3 a bale 1 
Mr. Nwnots. I think the farmer would lose at least $3, had that 

particular cotton been moved to the port. 
Senator McKELLAR. The sampling of the cotton alone-it would 

have to be sampled in New Orleans and sampled when it was sold, 
would it not~ 

Mr. NICHOLS. It probably would; yes, sir. 
Senator McKELLAR. That would be about-there is about a pound 

and a half to a pound and three-quarters taken out in each sample 1 
Mr. NICHOLs. In almost every case; yes, sir. 
Senator McKELLAR. So if it was a pound and a half, that would be 

3 potmds, 30 cents a bale for sampling alone~ 
Mr. NicHOLs. Yes, sir. 
Senator McKu.uR. Did you take out a sample when you sold it~ 
Mr. NICHOLS. We bought the cotton on the classification of the Gov-

ernment certificate. We did not require another sample to be drawn 
before we purchased the cotton. 

Senator Mc'KEI.LAR. In your judgment what would be the effect of 
moving all of this Government cotton to coast cities 1 Is there any 
demand for cotton in coast cities, any export demand~ 

Mr. NICHOLS. The export market seems to be completely dead. We 
have sold no cotton to exporters during the past year. 

Senator Mc:KEI..LAR. ""here do vou sell vour cotton~ 
Mr. XrcnoLS. Practically all ol our cotton mows to domestic mills 

in South Carolina~ Tennessee, and Georgia; some to Xew En~land. 
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Senator BAXKHEAD. Do you know the total amount of exports up 
to date1 . 

Mr. NrcHOLS. I believe the last figure I have seen was somethmg oYer 
600,000 bales. 

Senator McKELLAR. Does that include such as was sent to one or two 
of the Government agencies! 

Mr. NicHOL". No; it does not. 
Senator McKELLAR. I think it is well to know that. 
Senator ELLENDER. Mr. Nichols, whom do you represent~ Whom 

do vou work for 1 Do you work for yourself~ . 
Mr. Nrcnor,s. I work principally. for myself. My c?tton busmess 

is my own. I have some associates m the compress busmess, but that 
is relatively small. 

Senator ELLENDER. And you, I suppose, manage your compress as 
well as your warehouse business~ 

Mr. NicHoLs. Yes, sir. . 
Senator ELLENDER. What is it that would cause the same cotton, 

as I understood you, to sell for $1 a bale less if moved to New 
Orleans? 

Mr. NICHOLS. The reason in this particular case the cotton was sold 
to a mill that had lx-,en using Arkansas cotton for a great number of 
years. Each year they test cotton from other sections, and in past 
years have used cotton from other sections. They have found that 
Arkansas cotton1 for some reason which they cannot exactly explain, 
has a hPtter tensile strength for their particular purpose. They know 
by long experience that their mills run better and they get better 
breaking strength and lower operating costs when running on Arkan
sas cotton. 

Senator ELLENDER. And if the purchaser of that cotton knew that 
the cotton thnt he was about to buy was from Arkansas, the fact 
that it moves to New Orleans would make him pay $1 more for that 
cotton@ 

Mr. NicHoLS. I did not quite follow you there, Senator. You mean 
the same cotton f 

Senator ELLENDER. The same cotton. That is the point I wanted 
to emphasize. In other words, if the purchaser of that cotton knew 
that Arkansas cotton was shipped into the city of New Orleans, do 
you mean to tell the committee that the mere fad that that cotton 
1s in New Orleans would make it sell at $1 a bale less 9 

Mr. N IC'HOLS. No, sir. • 
Senator ELUNDER. That is the impression you gave the committee. 
Mr. NICHOLS. If the buyer could be fully assured that it is the same 

cotton .• then I would see no reason why he should not pay it. But to 
mo~'t' It th('re, you would incur a loss of $1.70, which is irrecoverable. 

~enator ELLENDF..R. I will ask Mr. Reed, would that be within the 
art> a you speak of W 

Mr. Rr.ED. ~o; not Arkansas. There is only a small portion of 
Arkansas territory that can reconcentrate in New Orleans 
r Ml'. X ICHOLS. I' can ~?ive you a specific example there. It will cost 
·'~ cen.ts a hundre~ fr~ight to mov(> this rotton from Arkansas to South 
< ar·olma. whel'(O It will be ronsunwd. It would cost 56 cents a hun
dt'(O(i to ll\0\'(> that rotton from New Orleans to South Carolina and 
the. eost of morinl! it from Arkansas to Xew Orleans would be S1.70, 
wlueh would ht' lost t>ntirely. 
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Senator ELLENDER. Of course, I can well understand that if that 
same cotton was shipped from some Arkansas point to New Orleans, 
and thereafter sold to interior manufacturers, I can see the loss in 
freight, but I believe that evidence has been brought out that very 
seldom, if ever, does Commodity Credit move cotton to a port ware
house unless that cotton is earmarked and destined for foreign ship
ment. Is not that your experience, or is it? 

Mr. NICHOLS. Our experience in past reconcentration has been that 
the cotton was removed entirely from the local market. I have never 
been able to run down and buy reconcentrated loan cotton that was 
moved to the port. 

Senator BANKHEAD. You have difficulty in identifying it, do you 
not~ 

Mr. NICHOLS. Yes, sir. 
Senator McKELLAR, Who looks after the cotton after it gets to the 

port? 
Mr. NICHOLS. It has been in the hands of the receiving port ware

house and the Commodity Credit Corporation, or whoever is desig
nated to handle the cotton for them. After a long period of years it 
is virtually impossible to get anybody that is willing to make an 
affidavit that that cotton came from a certain locality. 

Senator ELLENDER. Now you concede that a good deal of this Gov
ernment cotton that is now m interior warehouses has lost its identity, 
do you not, as to production location? 

Mr. NICHOLS. I would not say so. I think that most of it can be 
identified because it is sold right/ at the source of production. When 
cotton was first introduced to the loan it was never transported a long 
distance, because they put it into the nearest facility in order to save 
freight. · 

Senator ELLENDER. Well, a good deal of the 1934-35 cotton, as well as 
the 1937-38 cotton, I think it was testified that there is on hand today 
6,100,000 bales, and surely that cotton has been shifted, I presume, from 
one place to another, so that it has lost its identity, has it not 1 

Mr. NICHOLS. My impression is that that cotton is still stored, in 
many cases in the identical warehouse that received it. 

Senator McKELLAR. The only time that it was ever reconcentrated or 
rewarehoused, as I recall-and I will ask you to correct me if I am 
wrong about it-was the time when the cotton cooperatives, the Amer
ican Cooperative Association, came up here to Washington and got the 
Con1modity Credit Corporation to allow them to reconcentrate the 
cotton or have supervision of the reconcentration of the cotton, and 
that was in 19:35 or 1936, was it not 1 

Mr. NicHOLS. I believe that is correct. 
Senator McKELLAR. Did you ever hear of being rewarehoused at 

any other time? 
Mr. NICHOLS. I do not recall any other time when any other cott0n 

was moved. 
Senator ELLENDER. Now, Mr. Nichols, I believe it has been testified 

that the greater portion of the cotton that is grown in Texas and Okla
homa is shipped to ports for foreign shipment. Am I right in that 1 

Mr. NicHoLs. I believe that has been the case, but I cannot speak 
from first-hand knowledge of the situation. 

Senator EllENDER. As a matter of fact, there is very little of that 
cotton when things are normal that is shipped to interior manufac
turers, except probably a few bales when there may be some local mills 



REGrLATE WAREHOrSI~G OF COTTO'X 141 

using it. What chance has that old cotton of being sold to local mills 
or to mills within the interior, in competition with the Ar~a_nsas cotton 
that you speak of that is so great, and some of the Loms1ana cotton 
thnt i know is the greatest in the country. (Laughter.) And then 
I think you have some Mississippi cotton, Senator Bilbo, that is classed 
as superior to any other. (Laughter.) 

Senator McKELLAR. You do not want to leave out Tennessee. 
Senator ELLENDER. I understand JQU hare got more hill cotton in 

Tennessee. But anyhow, as a matter of fact, it is not true that old 
cotton that has been produced on the Texas hills, and which is not 
usually consumed by these mills, would not have a chance to compete 
against this newer cotton that is now being produced and that was 
produced and will be. produced in th~ future~ . Is n.ot that true? 

Mr. NicHOLS. I tlunk that cotton ts usable m tlus country, but that 
is not the reason--

SPnator ELLENDER (interposing). I understand it is usable, every 
pound of it can be used, no matter how shott it is, but the point iH 
that that CQtton, that 1934--35 cotton and that 1937-38 cotton, a good 
deal of it, was produced in Texas and Oklahoma, which is now in 
storage, you know yourself it would have very little chance competing 
against this Arkansas cotton and this north Louisiana cotton and 
Mississippi Delta cotton, and other cotton, with our interior mills. Is 
not that true j 

Mr. NicHOLS. Well, I would say that this year, my offhand impres
sion is that more Texas and Oklahoma cotton has been sold and 
shipped to domestic mills than at any time in the past. 

t-5enatot• Eu.ENDER. Well, I am talking about old cotton. "11y do 
thev not take the old cotton~ 

~Ir. NICHOLS. They cannot ~ake the old cotton because an act of 
Congress prohibits the sale of the old cotton until certain conditions 
exist. 

&nator ELLENDER. The point I desire to make is-and I was coming 
to it-that this interior cotton, this 1934--35 cotton and 1937-38 cotton 
will, I believe, be ~ventually sold to f01-eign trade, in foreign trade. 
Do you not agree w1th that~ 

Mr. NrcnoLB. That would depend entirely upon our ability to revive 
an export market which is definitely gone at the moment. 

Senator ELLENDER. That is because of the war, of course. I hope 
that our country will come back to normalcy, and I think vou will 
agree with me that it is bound to come within probably a fe": months 
or a few years-it may not come with the same vigor that we have 
had in the past, but I am sure thnt you realize it is going to come. 
~k XIcHOLB. Yes. Howewr, our exports have been declining seri

ously since about 1932 . 
. Senator ELLENDER. I understand that. But going back to the ques

tiOn that I ~8ked you, do you not. think that in all probability this 
eotton tlu~t 1s now on ha1~d, that IS owned by the GoYernment. that 
has bet>n Ill warehou&>s smee 1934 and 1935, and then 1937-38 will 
P\'Pntually. most of it, be destined to foreign consumers, foreign 
markNs ~ 

~Ir. X~ruor..s. I would like to 3.0'ree with vou but I realh· have seri-
1 l t" • • " 

ou:o; ( ou ,ts that we will ever be able to rt>gain our export market to 
such an extent. 

2ll4:!i:!-4l-10 
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Senator ElLENDER. Is it your opinion, then, that our own people, our 
own mills, will have to consume, or will consume, all of this cotton, 
this enormous surplus we have on hand~ 
· Senator BANKHEAD. I do not believe there is any possibility that we 
can dispose of that cotton in foreign markets. I agree with this gentle
man that we are never going to get back our foreign cotton trade. 

Senator ELLENDER. I understand that, Senator. 
Senator BANKHEAD. I do not believe we will be able to sell 8 or 9 

million bales of cotton, and I do not think we ought to deal with the 
present situation on that hypothetical basis. 

Senator ELLENDER. That is exactly what I am trying to bring out 
now, and the point I am trying to make is simply this: We are 
talking about saving for the farmer. We are talking about saving 
for the Government, and it strikes me this way: That at least a 
large portion of cotton that is now located in the interior should cer
tainly be permitted to be housed and warehoused where the Govern
ment will probably save from 5 cents to 6 cents a bale, and if you 
figure 5 or 6 cents a bale per month over a period of maybe 2 or 3 
years, that is going to amount to something. Do you not agree with 
thatY 

.Mr. NicHoLS. There would be a saving in storage, yes. 
Senator ELLENDER. Probably a big saving. 
Senator BANKHEAD. The question is, who would save it~ 
Senator ELLENDER. Who would save it1 
Senator BANKHEAD. Yes. 
Senator ELLENDER. Well, Senator, if the Federal Government owns 

4,800 bales of cotton, and they are now paying 15 cents a bale for 
that per month, or 121;2 cents per bale per month, and they could 
store some of that cotton at a port warehou~, and if it should take 
this cotton and earmark it for export, certainly the Government itself 
would save it if it could get storage facilities for 81;2 to 9 cents a bale. 
I am sure you will agree with that. 

Senator BANKHEAD. Yes, but I think you will agree that that simply 
results in the producer paying the amount the Government saves, 
and more. 

Senator McKE:r..LAR. He would pay it in increased storage. 
Senator ELLENDER. That is true, Senator. I agree with that. But 

there is another factor which I think will be brought out today or 
tomorrow, which I asked Mr. Reed when he was on the stand, I 
think, about the storage facilities at these port warehouses, and I 
believe that it can be shown that if all of the warehouses at the ports 
were filled to capacity, a thing which is no~ contemplated, it would 
probably require from 15 to 20 percent, or maybe 25 percent, of this 
Government-owned cotton that is now stored in the interior. As
suming that that is true, would you not feel that the interior ware
houses could keep on in business under present conditions if there is a 
cut of 15 or 10 percent in the amount of Government cotton that they 
now have in storage~ 

Mr. NICHOLS. I think the interior warehouses as a whole are right 
down to the bone now, and any further reduction is going to have 
to be compensated for by whatever methods they can. I do not be
lieve further reductions in revenue are possible and permits many 
warehouses to survive. 
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Senator ELLENDER. As I indicated here last year, I am of the im
pression-of course, there m~y be s~me other evidence ~rought in to 
change it, but I am of the ImpressiOn that but for th1s backlog of 
immobile cotton the average warehouseman in the interior could not 
exist on such low rates. Of course, I do not know what evidence can 
he brought to offset that, but I may say to you that I was very much 
impressed with a good deal of the testimony that was brought out 
here last week through Mr. Reed. , 

Senator .McKELLAR. May I ask you a question, Senatod 
Senator ELLENDER. I am not a witness, but I will be glad to answer 

if I can. 
Senator McKELLAR. But you are asking some very direct questions of 

the witness which are very important, and I ju5i want to ask you this 
question : Do you think that this storage business will be taken from 
the interior and placed down on the coast, when we have no export 
market~ 

Senator ELLENDER. No, I do not believe that. I believe in living and 
let live, Senator. 

Senator McKELLAR. That is what we propose to do here. 
Senator ELLENDER. I do not believe you do that under this bill. It is 

far from that. 
Senator McKELLAR. I am sorry you do not think so. I was in hopes 

that you were going to vote for it. 
Senator ELLENDER. I am not going to vote for it as it is. I thought 

we might be able to get together, as you suggested, in some amendments 
that would not create what I would term, if this bill goes through, a 
real monopoly for the "ins." I cannot see it otherwise. 

Senator McKELLAR. We do not want a monopoly. 
Senator ELLENDER. I know, but that is exactly what your bill is going 

to create. 
Senator McKELLAR. We are not going to pass any bill that creates a 

monopoly. We are against monopolies. 
Senator ELLENDER, I understand that, but you take the position now 

that no cotton can be exported, and in the next breath you say in your 
bill that cotton is to be warehoused at the place of production. 

Senator BANKHEAD. While you are on that point, Senator Ellender, 
I understand from the testimony that the Government owns about 
6,000,000 bales of cotton, and that one-third of that is down in the ports. 
Do you not think that is a fair proportion as compared with all the 
interior warehouses~ · 

Senator .ELLENDER, But you have got in addition to that, Senator
how much 1s that, !llr. Reed, hE-sides the 6,100,000 bales that the Govern· 
ment has an interest in through loans~ · 

Senator BANKHEAD. But the only cotton available for reconcentration 
is Government cotton, and the ports have got a third of that now. 

Senator StEWART. That would include this year's crop W 

Senator BANKHEAD. That would include what is in storage now. The 
Gowrnnwnt has got about one-third of the cotton in storage at the 
ports now. 

~enator ELLENDER. Of course, it may be, Senator, as was brought out 
yesterday, that in that one-third that is in the ports today, one port 
or two ports has most of that. 

&>nat or BANKHEAD. I brought that out in answer to your suggestion 
about a monopoly. They have at least one-third now that is not affected 
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in any way by this bill, if it passes without changing a letter in it. 
One-third of it is there now. 

Senator ELLENDER. And if, perchance, in 2 weeks from now the war 
should end, they would have a demand for this cotton in foreign ports. 

Senator BANKHEAD. We would all be so happy over that that we 
would not fuss about it at all. 

Senator ELLENDER. But the law would be there, and I think somebody 
else would fuss if they tried to remove it. 

Senator McKELLAR. If there is a demand for it to be exported, this 
cotton will gravitate under this proposed law or under the present law, 
to the ports so it can be sold. There is no doubt about that in my mind. 

Senator ELLENDER. But not for storage purposes. 
Senator McKEILAR. No, it will be for sale purposes. But you have 

got to store it before you can sell it. 
Senator ELLENDER. But it may be put there simply for a day or 2 days 

or 3 days, just to permit the loading on the ship. 
Senator McKELLAR. But that does not apply-your proposal does 

not apply to farmers' cotton now. It just applies to Government cotton, 
Government-owned cotton. It cannot apply to former cotton. 

Senator BANKHEAD. If there are no further questions, call your next 
witness, Mr. Reed. 

!fr. REED. Mr. Barnett, of Alabama, who was not able to be here the 
other day, is here this morning. 

STATEMENT OF J. B. BARNETT, MONROEVILLE, ALA. 

Senator McKELLAR. Will you give your full name and address, Mr. 
Barnett? 

Mr. BARNET!'. J. B. Barnett, Monroeville, Ala. 
Senator McKELLAR. Down in the sandy part of my former State 1 
Mr. BARNET!'. Yes, sir; just 50 or 60 miles south of where they say 

you were born. 
Senator McKELLAR. Yes; just 60 miles. What is your business, Mr. 

Barnett~ 
Mr. BARNET!'. I am in the warehouse business, and also in the bank

ing business. 
Senator McKELLAR. Have you gone over this bill or are yon familiar 

with it~ 
Mr. BARNETT. Yes; I have read the bill, Senator. I think it is a 

very good bill. 
Senator McKELW.R. Why do you think so 1 Will you go ahead and 

tell the committee? Did you hear the testimony or read the testimony 
of Mr. Reed'l 

Mr. BARNETT. No, sir; I was ill last week, Senator and was not here~ 
I am sorry to say. I want to say that I do not expect to take very 
much time of the committee, because I think these gentlemen who have 
preceded me have covered the ground pretty fully. I represent a 
small warehouse in a small community. 

Senator McKElLAR. How large is your communitv? 
Mr. B.-\RXETT. Monroeville has less than 2,000 people. It is the 

county seat of Monroe County. 
Senator ~IcKELLAR. And how many bales of cotton do you ware

house there 1 
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Mr. BARXETI'. 'Ye have a capacity of about 14,000 bales of cotton, 
and we ha,·e about 8,600 bales of the 1937 crop in storage. 

Senator McKELLAR. Are you selling your cotton abroad these days~ 
Mr. BARNETI'. Yes; our cotton is selling. You take the 1938 cotton, 

the farmers themselyes have sold about 90 percent of the cotton we 
had in storage. 

Senator McKELLAR. To what place~ Where did they sell it~ 
Mr. BARNETI'. To the mills. 
Senat,<)r McKELLAR .. But not export~ 
Mr. BARNETI". No, sir. 
Senator McKELLAR. Yon are not selling any export cotton~ 
Mr. BARNETT. No, sir. I do not handle any cotton myself, Senator. 

We just warehouse cotton, and the buyers come there and buy cotton, 
and the cotton that has been sold there has been moving east. 

Senator McKELLAR. Do you see any reason in the middle of the year 
like this to ship that cotton to Mobile or to Pensacola and rewarehouse 
it down there or keep it down there rather than in Monroeville~ 

Mr. BARNETT. No, sir. They are selling this 1940 crop right now 
e\'ery day out of mv warehouse. 

Senator McKELLAR. And if it was sent down to Mobile, would that 
interfere with the prompt selling of that cotton, in your judgment~ 

Mr. BARNETT. I will tell you what a warehouseman who owns a 
warehouse in Mobile and is also a cotton buyer, and his man bought 
some cotton up there and asked him whether he wanted to send it to 
Mobile and he says, "No, it is worth $1 a bale more in Monroeville than 
it is in Mobile. Don't ship it down here." 

Senator McKELLAR. And the purchaser of the cotton himself did not 
Eihip it down there~ 

1\Ir. BARNETT. No, sir. 
Senator :McKELLAR. Although he has a warehouse down there. 
Mr. BARNETT. Yes, sir; he has a warehouse in Mobile, and he did 

not ship it down there. Now, warehouses like mine-I do not know 
how these other gentlemen are getting along, but we are losing money 
on all the cotton that we are taking in on the 1940 loan. 

Senator McKELLAR. In other words, where the farmers come in and 
warehouse their cotton, they are getting it at a reduced rate·Y 

Mr. BARNETT. Yes, sir. 
Senator McKELLAR. Because of the Government cotton that you 

ha,'e~ 
Mr. BARNETT. Yes, sir. If we did not have this 8,600 bales of 1937 

loan cotton to take care of the expense of operation, we would either 
ha,·e to increal'e our rates or f!O out of business, because we would 
lose mmwy on it. This rate of 12% cents a bale-we get 15 cents for it 
the first year, but you see that cotton has been in there only 4 or 5 
months. 

Senator ~kKEU.AR. Is your warehouse an independent warehouse~ 
Mr. BARNF:IT. I own a wry small part of it. It is owned bv a stock 

<·ompany, most of whom are farmers. There are 71 stockholders in 
thnt I itt le company. 
~nator McKELLAR. All there in the town t 

. ~lr. ~.\R:SETT. Yes:. a!1d practically all of them cotton growers~ and 
It ~~ thetr cotton that 1s m that warehouse. 
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Senator Mc"KEu.AB. And you are able to give those growers of cot
ton in your county a lower rate because of what is called the "back
log-" of Government-owned cotton in your warehouse~ 

Mr. BARNETT. Yes, sir; if it were not for the revenue we get from 
this Government-owned cotton, we could not operate on the present 
scale. We started out at 25 cents a bale, and the Commodity Credit 
Corporation reduced it to 18 cents, then to 12% cents. 

Senator McKELLAR. Now, let us get down to brass tacks. Suppose 
the Commodity Credit Corporation has its way and rewarehouses this 
cotton in Mobile, would you then operate at the same rates to farmers~ 

Mr. BARNETT. No, sir; we could not. 
Senator McKELLAR. You would have to raise the rates 1 
.Mr. BAJUI.'l:.'IT. We would have to raise the ratf:' or quit business, one 

or the other, because we are losing money on this 1938 cotton and 1940 
cotton. We did not have any 1939 loan cotton. 

Senator McKE:u.AR. Take' the witness. 
Senator Er.l.ENDER. How long have you had this warehouse, Mr. 

BarnettY 
Mr. BAB.NE'IT. It was built-we began to build in 1934, when the 

first Govefllment loan program came on. 
Senator Eu.E.Nnrn. Has it been a losing proposition since that time~ 
Mr. BARNETT. No, sir; we have not lost any money, but we have got 

down-the rates have been so reduced now that it is very difficult to 
make any money, even with our hof!se full of cott?n. 

Senator ELLENDER. When you sa1d you are losmg money, then, you 
did not mean that, did you Y 

Mr. BABNETT. Yes; I say we are losing money on these recent crops. 
For instance, on the 1938 crop we made no money, and the 1940 crop. 
We have no loan on 1939, insofar as that particular crop is concerned. 

Senator El.LEI\"DER. Do you mean so far as storage is concerned 1 
Mr. BARNE'IT. Yes. We are handling it at a rate that we cannot 

afford to handle it at. We cannot do it. 
Senator El..LENDE.R. And it is your idea that except for this backlog 

you would ha-re to charge at least 25 c.ents a bale for the first month 1 
Mr. BARNETT. I do not know just how far we would have to go, 

but we would have to get more than we are getting now. We can 
make some money at 25 cents a bale. That was the lowest, however, 
that we had ever had down in that country. 

Senator Eu.:E:NDER. Would you say that the money you made at 
25 cents would be considered a reasonable return on the investment 1 

)lr. BAIDI'ETT. Yes, sir; that would be good. 
Senator EILn"DER. Of course, that is what I am anxious to see, that 

these warehouses get a reasonable return at all places. 
Senator BA.~KHEAD. That rate was profitable,· as I take it, because 

of the large increase in volume of cotton carried resulting from the 
loan plan~ 

.Mr. BAR~TIT. That is correct. Without that we could not ha-re car
ried cotton at that figure. 

Senator Eil.n'l>:rn. Did I understand you to say that you had in 
-vonr warehou..~ today 6.000 bales of Go-rernment cottonY 
• Mr. BARNI'IT. I caru1ot gi-re the exact figure, Senator, but I think 
it is about 8.500 bales. That is of the 1937 cotton. 

Senator Eu.nmER. You ha-re 8,500 bales, and your capacity is 
14,000~ 
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~Ir. BARNE'IT. About 14.000; yes. 
Senator ELLENDER. How long do you usually keep co~ton ~ ~n oth~r 

words, let us say that all the farmers of your commumty put m the1r 
cotton in the warehouse, about how many months per year do you 
aYerage per bale¥ . 

:Mr. BARNETI'. I would not be able to answer that questiOn. I can 
say this to you that in 1938 we took in about 3,500 bales of the loan 
cotton and th~t was sold out until we have 212 bales of it on hand 
today.' That is under the 1938loan. . . 

Senator ELLENDER. And how long d1d 1t take you to do that¥ 
Mr. BARNE'IT. I sold it at different times. I would not be able to 

tell you exactly. 
Senator ELLENDER. In other words, over a period of 2 years! 
Mr. BARNETI'. About a year. Most of it was sold in about a year. 

We have had about 212 bales on hand for about a year now. 
Senator ELLENDER. So, out of the 3,500 bales of cotton that you 

took in the loan the first ~e.ar--
Mr. BARNETI' (interposmg). 3,800. 
Sl.'nator ELLENDER. Out of the 3,800, they got rid of all of it except 

212 bales¥ 
:Mr. BARNETI'. Yes; and they are now selling the 1940 crop, which 

has been in the warehouRe about 4 months, and on that cotton we are 
going to lose money. We cannot take cotton in and weigh it and 
sample it and insure it and store it for 50 eents or 75 cents a bale for 
4 or 5 months. But we are making a little clear money out of the 
1937 cotton which is on hand, and if that is taken away, gentlemen, 
the warehouses have either got to increase their rates or go out of 
business. 

Now, if it is a mere saving of a. little money on storage, and the 
farmer left out of consideration entirely, these small warehouses 
situated as I am are the ones that are servicing the fanners. They are 
the agents of the Commodity Credit Corporation and are making 
available to the farmers the loans on cotton which you have provided 
for them, and without that they could not handle it. 

Senator BANKHEAD. You handle cotton for the farmer W 

Mr. BARNE'IT. Yes; we handle it for them. 
Senator ELLENDER. There is no doubt that the interior warehouse

man is performing a fine service for the farmer. There is no question 
about that. In fact, I ln1ow that from personal contact with ware
housemen in my own State. Of this 8,500 bales of Government
own('d cotton that you now haYe on hand, to what extent is this moving 
out@ 

Mr. BARNETr. None. It is not moYing. 
Senator ELL~!I.'DER. Have you had that particular amount, or that 

same amount smre 1937 W 

Mr. BARNETr. I think that pretty much represents the amount we 
receired of 1937 loan cotton. 

Senator BANKHEAD. 1937, just to refresh your recollection was the 
big-gl•st crop in history. ' 

)fr. BAR~ETr. We made about 19.000.000 bales that year the big-
gt>~t in the history of the United States. ' 

81'nator Eu .. EX.DER. Do you ln10w the origin of the cotton that you 
hare there Y 
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Mr. BARNETT. Yes, sir; it was grown there in my county. Our town 
is in the geographical center of the county, and the cotton comes in 
there to us. There are some other warehouses in the county. 

Senator McKELLAR. Mr. Barnett, you say that you cannot ware
house this cotton for 15 cents the first month and 12% cents there
after, if this Government cotton should be removed. Do you know 
of any reason, or have you ever heard of any reason, where the Gov
ernment would want to move it~ What has the Commodity Credit 
Corporation got against you warehousemen? Have you been doing 
something you should not? 

Mr. BARNETT. Our relations with the Commodity Credit Corpora
tion have been pretty good. In fact, in 1934 I just filled up my houses 
and had them sprinkled, but before I knew it there were men down 
there ready to haul it all away from me, and they cleaned my houses 
clean, did not leave me a bale of cotton. I came up here and ple,aded 
with them, but they just threw up their hands and said "We can't do 
anything about it." 
· Senator BANKHEAD. Where did they move it to~ 

Mr. BARNETT. They moved some of it to Selma and some to Mobile, 
5,000 bales. 

Senator McKELLAR. Did you not give them good facilities there? 
Did they have any reason except just saying "This cotton will be 
moved," and moving it? Do you know of any other reason why they 
should have moved it~ 

Mr. BARRATT. No, sir; I do not. We were taking care of the cotton 
all right. · 

Senator McKELLAR. You had not lost anv cotton? 
Mr. BARNETT. No, sir. • 
Senator McKELLAR. It was all there? 
Mr. BARNETT. Yes, sir. 
Senator McKELLAR. And it was properly warehoused? 
Mr. BARNETT. When they removed it they reweighed it and they 

claimed it had lost an excess in weight, and I even paid the Commodity 
Credit Corporation. in settlement of that excessive loss in weight. I 
do not think many of them did, but we did. 

Senator ELLENDER. How many bales were involved? 
Mr. BARNETT. About 5,000. 
Senator McKELLAR. They just took it all out and carried part of it 

to Selma and part of it to Mobile? 
Mr. BARRETT. Yes, sir. 
Senator ELLENDER. And did not give any reason~ 
Mr. BARNETT. No, sir; no reason. They just said they had already 

made arrangements, and I came up here and pleaded with them and 
they just said they could not do anything about it. 

Senator BANKHEAD. Did they change the rate when they moved it~ 
Mr. BARRET!'. Well, I do not know about that. 
Senator ELLENDER. I believe the Commodity Credit Corporation rep

resentatives are here, and it might be very interesting to ask them to 
look up this particular case and be prepared to answer a few questions. 

Senator McKELLAR. We did everything in the world we could to stop 
it, but they overruled Congress then, just like they proposed to overrule 
us not long ago. 
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Now, I want to read you this. Did you get anything nice like this: 
Storage spa(·e for a substantial rolume of cotton is arialable to the Commodity 

Credit Corporation at some of the largest concentration points both in t~e int~rior 
and at Atlantic ports, at rates lower than the rates of nonconcentrahon pornts. 

Did you get any letter like that before they took this cotton away 
from you in 19351 

Mr. BARNETT. No, sir. 
Senator McKELLAR. They just took it out 1 
l\Ir. BARNETT. Yes, sir. 
Senator McKELLAR. Wbo took it out~ 
Mr. BARNETT. Our facilities were pretty well filled up at that time, 

and the State warehouse people sent out a questionnaire, and I said if 
tlwy wanted to move half of our cotton it would be all right for them 
to do it at that time. I told them they could do that, because the new 
crop was com'ing on, but when they started in tfiey did not stop at half; 
they swert it clean. They never left me a thing, and I went nearly 
2 years without any cotton. 

Senator McKELLAR. Let us go back into that just a minute. It in· 
tri1:rues me a little, if I may use a word that I do not like to use. Who 
were the people that actually came and took the cotton~ Did you 
know them~ 

Mr. BARNETT. No; they sent some people there. 
Senator BANKHEAD. You are living in the past now. 
Senator McKELLAR. I am living in the past for just a moment. 
Mr. BARNETT. But first they made a contract with the American 

Cotton Cooperative Association. They entered into a contract for 
handling this cotton. 

Senator McKELLAR. They had a contract for it! 
Mr. BARNETT. Yes, sir. 
Senator McKELLAR. And did you know that they received some

thing like $700,000 for overseeing and superintending the reconcen· 
tration of this cotton without let or hindrance~ 

Mr. BARNETT. I read a good deal about it but I never did know it. 
Senator McKELLAR. And the Commodity Credit Corporation did 

not--
Sentaor BANKHEAD (interposing). We will be here all day if we go 

into that. That has all been settled now. 
Senator McKELLAR. All right. We are much obliged to you, Mr. 

Barnett. 
Senator BANKHEAD. I want to make a correction. Speaking from 

l't'collt>ction I said there were 2,000,000 bales of Government cotton in 
thl' ports. I find I was in error; that the Government-owned cotton 
in the ports was 1,307,199 bales, about 21 percent. 

STATEMENT OF L. T. BARRINGER, PRESIDENT OF L. T. BARRINGER 
& CO., MEMPHIS, TENN. 

St>nntor ~fcKFLLAR. Mr. Barringer, will you please give your name 
and address for the record l • 

~lr. B.\~RIXGER. My name is L. T. Barringer, I am president of 
L. T. Rarrmg:er & Co., cotton merchants, Memphis. Tenn. 

Senator ~leKELLAR. You liYe in Memphis! · 
~lr. BARRINGER. Yes, sir. 
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Senator McKELLAR. 1\Ir. Barringer, have you been here all during 
the hearings or is this the first time that you have been here~ 

Mr. BARRINGER. This is the first time I have been here for the 
hearing. 

Senator McKELLAR. How long have you been in the cotton business? 
Mr. BARRINGER. Some 21 years. 
Senator McKELLAR. In what capacity, in what part of the cotton 

business are you in? 
1\Ir. BARRINGER. In the merchandising, buying and selling. 
Senator McKELLAR. Are you interested in any warehouse com

panies~ 
Mr. BARRINGER. No, sir. 
Senator McKELLAR. Are you interested in any stock of any ware

house company? 
Mr. BARRINGER. I do not own a dime's worth of stock, 
Senator McKELLAR. You do not own a dime's worth of stock; you are 

interested, however, in the cotton business generally, and you are 
engaged in buying it and selling it? 

Mr. BARRINGER. Yes, sir; and to give you a little idea of my familiar
ity with it, in the last 4 or 5 years I have handled approximately a 
million bales of cotton. 

Senator McKELLAR. Where has that been sold, principally~ 
Mr. BARRINGER. It has been sold principally to domestic mills. 
Senator McKELLAR. About what proportion~ If you have not got 

the exact figures, about what proportion have you sold to domestic 
mills~ 

Mr. BARRINGER. Principally to domestic mills. 
Senator McKELLAR. About what proportion have you exported~ 
Mr. BARRINGER. Senator, in the past 3 or 4 years I have not exported 

a bale. About 5 or 6 years ago-7 years ago I was exporting several 
thousands of bales each year, but business conditions got risky on the 
other side and I quit that and stayed with domestic business. 

Senator McKELLAR. And you are now engaged in~· -
Mr. BARRINGER. Sole!y domestic. 
Senator McKELLAR. Solely in selling to domestic mills? 
Mr. BARRINGER. Yes, sir. 
Senator McKELLAR. Principally where~ 
Mr. BARRINGER. Located in North and South Carolina, Georgia, and 

Alabama. 
Senator McKELLAR. Now, let me ask you-
Mr. BARRINGER. In others words, southern mills. . 
Senator McKELLAR. Now, what have you got to say about the pro-

posals in this bill~ 
Mr. BARRINGER. Well, I am in favor of your bill, S. 262. 
Senator McKELLAR. Now, will you give your reasons why you are 

in favor of that, Mr. Barringed While we are friends and come from 
the same place, I have not talked to you about it at all today or at 
any time~ · 

Mr. BARRINGER. No, sir. 
Senator 1\IcKELLAR. Go ahead, now tell us what you reasons are. 
Mr. BARRINGER. I haYe not been in this fight for quite a while, but 

it is getting to the point where it looked to me like it was-as one of 
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the little fellows said just a little bit off center, for not placing value 
on cotton warehoused at the source or near the source of production. 

Senator McKELLAR. Why l 
Mr. BARRINGER. Because we place reliance more or less in the spinning 

qualities of the cotton. That is not only true of the breaking strength 
of the cotton, but also of the dyeing and bleaching ~ualities. A lot of 
people may not think the dyeing and bleaching quahties have much to 
do with the value of cotton, but it can make as much as $5 per bale in 
the worth of it. If you know where a bale of cotton comes from, it is 
much easier to sell the mill that uses such if their machinery set-up and 
enrything is workin~ fine, if they come in and want to take some more 
of the same quality ot cotton. 

Senator Mc.KEu.An. Let me ask you, you say you are a buyer and 
seller of cotton. That brings up a question that has not been empha
sized here, what effect would it have on a cotton dealer, for the cotton, 
for instance, in the Memphis district to be rewarehoused in the coastal 
cities of Houston, New Orleans, Mobile, or Savannah; what effect 
would it have on the cotton dealers in Memphis~ Could you sell as 
usual or what effect would it have on it W 

.Mr. BARRINGER. No, sir; it would hamper the selling facilities; those 
people would have to move their offices, or put branches in those other 
places, and do the best they could with the situation. It would hamper 
the farmer likewise, because. he would lose a. lot of the value of his 
cotton, first, by reason of not being located near where it is grown or 
produced, as you cannot keep up w1th the identity of it so much as you 
could if it were stored in the region where it was produced. I can 
illustrate that for you by telling you that the ports in rate hearing tried 
to trace the identity back to ongin on several hundred bales of cotton. 
It took 72 man-hours to check up on the identity of just a few hundred 
bales of cotton-72 man-eating hours. 

Senator McKELLAR. So that in your judgment the cotton dealers 
would have to have somebody at the ports, or where the cotton was 
stored, in order to keep up with it 1 

.Mr. BARRINGER. If they are going to check into it. 
Senator Mcl:U:LuR. What, in your judgment, would be the practical 

result of the storing of this cotton, if we should ever have an export 
market for it, if it was stored on the coast@ Would they look for much 
of it really to the merchants of the interior or the cotton dealer in the 
interior, or would not those who are in control of the warehouses on 
the coast control that cotton, and sell it! 

Mr. BARRINGER. It would naturally be, I think, the ones located at 
the port. 

Senator McKELLAR. The ones located at the port. Do you know of 
any reason why the Government should undertake to take away the 
busin(:'SS of the interior warehouse, the interior dealers, the interior 
st>llers, and the interior farmers, in behalf of those on the coast~ 

Mr. BARRINGER. No, sir; I do not. 
Senator McKELLAR. Is there anything else you wish to say~ 
Mr. B.\RRINGEB. I have got some other statements here. 
Setultor McKELLAR. All right _ 
Mr. BARRIXGER. Here is a newspaper excerpt, I would like to make 

a part of this record. It has to do with the quality of cotton. This 
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was brought up by a question raised at the Triple A meeting at Little 
Rock, Ark., December 4, and it was brought out by-

Senator BANKHEAD. December 4 of what year~ 
.Mr. BARRINGER. This past December. . 
Senator BANKHEAD. This past December~ 
Senator McKELLAR. 1940. 
Mr. BARRINGER. 1940. It was brought out by Dr. Brennan, who is 

located in eastern Arkansas, with an experimental station. Here is 
what it says on the high priced cotton produced. Dr. Brennan spe
cifically asks the reason why cotton from eastern Arkansas sold last 
season and the season before for from 11 to 12 cents a pound, when 
the general market was 9 to 10 cents a pound. , L. T. Barringer, a 
cotton buyer of Memphis, said many producers in east Arkansas had 
improved their cotton in many mills desiring better grades. Now, 
there has been quite a bit of work done by the United States Gov
ernment in one variety community; they have improved the cotton 
in these communities where this work has been carried on by using 
better seed, and so forth, when the cotton located at the source o~ 
~roduction, you have confidence in it, to go ahead and buy that cotton, 
figuring that if you spun 100 bales in the last 2 or 3 weeks, that another 
100 bales grown in a similar vicinity is going to give similar returns. 
Now, if you move this cotton all around, It is going to be hard to check 
into it and be absolutely sure of all those things. 

Senator McKELLAR. Let me interrupt you long enough there to 
ask you when a department of the Government IS encouraging the 
farmers, as it is doing, and very properly doing, to increase the tensile 
strength and the value for spinning purposes of their cotton, and 
where the farmers under the present system are getting an increased 
price, or premium, as you call it, for that ~ort of cotton, if we take 
that cotton now and throw it in hodge-podge, so to speak, and ship 
it all down to the coast, where it takes 70 man-hours to find 100 bales, 
what would be the effect of the Government teaching, it would be of 
no avail, would it not~ 

Mr. BARRINGER. Senator, that is the first question that hit me, if 
they are going to start that practice. It looks to me like the Com
modity Credit Corporation intends to let the cotton farmers' entire 
economic life line come through a pill from up here, and put a label 
on it, without giving the farmer his option and taking away his own 
right, which are his economic life line-that is exactly what it looks 
like. 

Senator :McKELLAR. It would almost amount to this, that the "bum
blebee" cotton, so-called, and the long-staple cotton, so-called, would 
be thrown in hodge-podge, and the purchaser of it would not know 
hardly what he was getting unless he examined the whole pile 1 

Mr. BARRINGER. When you commingle it, it makes it much meaner 
for the manufacturer to get his cotton into satisfactory form for 
spinning. It is not possible to haYe the same quality from the same 
territory yenr in and year out. However, where it is from the same 
vicinity and the same year cotton will spin alike. In other words, it 
is not commingled with that of other sections of different growth. 
Xow, if it is left in the interior at or neal" source of production its 
identity can be maintained, and the value of such retained. It can 
cause a lot of confusion and expense if it goes into the spinning mills 
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where particular quality is desired requiring the best of spinning 
workmanship that is, including dyeing and bleaching processes. That 
is one way by which we figh~ competitive fibers. lik~ rayon, acetat~s, 
and things of that nature, which are so greatly affectmg cotton textile 
fabrics . 
. Now talking about "bumblebe~" co~ton, some .people rna.y have ~n 
Idea that its value does not rank m pnce or reqmrements w1th certam 
qualities of cotton from some of the other sections of the country, but, 
due to the fact that it has splendid dyeing qualities, it may in n~merous 
instances save the manufacturer one-half cent a pound m dyemg cost 
wrsus that of other qualities from other sections of the country. Al
though it may not be as high-priced cotton as other to the cotton 
Sf)inner. At times though they will pay seemingly high price to get 
t 1e right cotton which Will do their work and save them one-half cent. 
Even though in terms of other values it seems out of line in price, 
naturally, they would rather have it than to take the loss in other 
ways. There is a lot of elements which enter into the merchandising 
and spinning of domestic cotton on which I think we should place a 
nlue. It canies traditions that has been built up through generations 
of experience. Now if we are going to tear down structures as now 
built up, it looks to me like it is going to throw away a lot of money 
and effort. 

Senator ELLE~DER. When you say the Government has spent money 
to make cotton uniform, they are not attempting this in Arkansas 
alone, they are doing that in other sections, are they not W 

l\fr. BARRINGER. Yes, sir. 
Senator Er.LENDER. They are not trying to make it so that Arkansas 

can be the sole beneficiary, or Mississippi, or Louisiana, but it is for the 
country as a whole~ 

Mr. BARRINGER. Take your Red River Valley, the cotton out of that 
territory has a special value to it. 

Senator ELLENDER. With respect to which it would affect you as a 
cotton merchant, am I to understand that all the cotton you handle, 
that you purchase and sell, is stored in Memphis~ 

l\11'. BARRINGER. No, sir. 
Senator ELLENDER. You would sell cotton that vou store in Gal-

Yeston or that you store in Waco¥ · 
l\Ir. BARRINGER. Yes, sir. 
Hen a tor ELLEsDER. Or that you stored in Mobile; is that not true f 
Mr. BARRINGER. That is true. 
Senator ELLENDF.R. How do you assume then that would affect you 

as a cotton merchant Y 

Mr. BARRINr.F.R. The Yast majority of the cotton that I handle comes 
f~·om the inte~·ior, and I try to get it just as near the source of produc
tion as I possibly can. In other words, I make every effort that way. 

Se~~ator Ellender. Who is your biggest cotton purchaser so far as 
You atl' coneerned--
. S.Nultor B.\NK~E.\D .. Wait a ~1inute. Do you mean to go into his 
husme~! I don t tlnnk that lS pertinent. That is a competitiYe 
muttt>r m the trade. · 

~t•nator ~kKELLAR. Some other competitor might--
~nator ~U.ENDER. All right, if it affects his business--of course I 

don t want 1t. 
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Mr. BARRINGER. I have got some that some of these other gentlemen 
around this room once had. I think some of them would like to get it 
back. 

Senator WILLIS. In the sale of cotton if you get an order from a mill 
or purchaser, do they order a certain type of cotton that is raised in 
Arkansas, Tennessee: or Mississippi 1 

:Mr. BARRINGER. Yes, sir. I have a lot of mills that will give me 
orders for cotton located in Arkansas only. If the cotton is even in 
Memphis, Tenn., I have a hard time proving to them that it is Arkansas 
cotton. If you take it to the port and lose the identity of that 
cotton you can see the proposition a fellow is up against in working 
that out.· 

Senator BANKHEAD. You have the same situation in Mississippi and 
Louisiana 1 . .. 

Mr. BARRINGER. That is true generally, but I do not have it made up. 
Just to show you how cotton from different~ sections has different values. 
It used to be that a bill of lading sold for a premium in some sections, 
particularly cotton of a superior quality, just by bill of lading origin. 
Well, the Europeans lost confidence in us on that, and we had to go 
around to other means because of trucking cotton from one section to 
the other in order to obtain favorable bill of lading origin, but it shows 
you that there is a value placed on cotton from different sections of 
growth that is recognized. 

Senator McKELLAR. What are those names in the first list~ 
Mr. BARRINGER. Code words. This comes fro mthe Howard Code 

Book, which is a universal code u8ed by the domestic people and quite 
a few export people. I doubt if there is a cotton office that does a 
domestic business in the United States with mills that does not have a 
Howard Code Book. The reason I show it is so that you may know it 
is up to date. I think that code book was one published in-

Senator ELLENDER. 1927 ~ · 
Mr. BARRINGER. If I remember rightly. 
Senator ELLENDER. What is this document you hand me? It is 

entitled "Howard"-
Mr. BARRINGER. Excerpt fro mHoward Cotton Code. 
Senator ELLENDER. What does that indicate~ 
Mr. BARRINGER. To particular growths of cottons, it describes where 

they are grown. The first column here represents the code word-you 
use the first word in the first column against the first word in the 
second column, and it transposes into term "any growth." The second 
word in the first column versus the second word in the second column 
translates into term "Alabama rotton." 

Senator ELLENDER. In other words when a purchaser asks for "Tryst 
cotton" that means cotton grown in northern Alabama, is that it 1 

Mr. BARRINGER. That is what it would interpre,t. Now, the reason 
I put the code word in here is-as we use such in telegraphic communi
cation. The reason was to show the various growths in the way that 
they are in the right-hand column, the second column is to show 
numerous growths. One would not think that there were so many 
growths of cotton possible in certain States. I would like to put 
that in as an exhibit if I may. 
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(The document referred to follows:) 

How A!I.D CoTToN CoDE 

Trypanos---------------------· Any growth. 
Trypsino---------------------- Alabama cotton. 
TrysL------------------------ North Alabama cotton. 
Try•ter----------------------- South Alabama cotton. 
TulJarius---------------------· Central Alabama cotton. 
Tubbeck _______________________ Arizona cotton. 

'fuberated--------------------- Arizona Pima cotton. 
'l'ubercular ____________________ Arizona upland cotton. 

Tuberose---------------------· Arkansas cotton. 
Tubero~ity ____________________ . North ArkanAAs cotton. 
Tubesid _______________________ South Arkansas cotton. 
TubfuL---------------------- Central Arkansas cotton. 
Tuhic<'n----------------------- California cotton. 
Tuhkolat ______________________ Florida cotton. 

'fuhieorn---------------------- Georgia cotton. 
Tubing ________________________ North qeorgia cotton. 

Tuhl'lter ----------------------- South Georgia cotton. 
Tuhulary ______________________ Central GPOrgia cotton. 
TuhuJip _______________________ Louisiana cotton. 
1'ttlmlous ______________________ North Louisiana cotton. 
Tulmrcin ______________________ South Louisiana cotton. 
Tueanad---------------------- Centl·al Louisiana cotton. 
TueaP------------------------· Mississippi cotton. 
'l'uearsy ----------------------· North Mississipt>i cotton. TucPddo _______________________ South Mississippi cotton. 
TneellL ______________________ Central Mississippi cotton. 
TutenarL--------------------- MississipJ)i Delta cotton, 
'I'ueeppus---------------------· Missouri cotton. 
'fueette----------------------- North Carolina cotton. 
Tudlix ________________________ Western North Carolina cotton. 

'I'u('inny ----------------------- Eastern North Carolina cotton. 
'fuemmu·---------------------- Southeastern North Carolina cotton. 
Tueyle ________________________ Northoostern North Carolina cotton. 

Tug-I.JnHt----------------------· Oklahoma cotton. 
Tugelma---------------------- East Oklahoma cotton. 
'l'uJ,rennos _____________________ West Oklahoma cotton. 
Tugilph _______________________ Central Oklahoma cotton. 
Tuition_______________________ South Carolina eo!ton. 
Tuh\sL_______________________ South Cnrolina Piedmont section cotton. 
Tulare•·----------------------- Eastt>rn South Carolina cotton. 
'I'ItlcerL.---------------------· Northeastern South Carolina cotton. 
'l'uh-llan •••••• _________________ Southeastern South Carolina cotton. 
Tulips------------------------· Tennessee rotton. 
TuliYon _______________________ Western Tennes.<:t:'e cotton. 

Tullant-----------------------· Central Tenne:"SE-e cotton. 
Tu111'-------------------------· Texas cotton. 
Tulliht'e.---------------------- Central Texas rotton. 
Tuloth------------------------ East Texas cotton. 
Tnloylln(-e _____________________ Northeast Texas cotton. 
Tulnein _______________________ South~ast Texas <'Otton. 
Tull'<l~"<·k ______________________ North Texas cotton. 
·rulmnri---------------------- Nortbw~>.st Tt>xas rotton. 
TumHnd---------------------- 8outhwest Texas cotton. Tumarse ______________________ West Texas cotton. 

Tumhalt---------------------- f'outh Texas cotton. 
Tnmbt>kL--------------------- Texas Bra:r..os River cotton. 
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Xow, you take the State of Texas there-{hat is broken into many 
difft•rt>nt qualities. You take cotton from the Red Ri,·er ,.,. alley of 
north Texas, and in your own State. the ROO Riwr Yalley of umisiana, 
it carries a ~rtain value to it that you just cannot get away frolll. 
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Another thing, cotton at the ports-the coastwise steamers are get
ing very arbitrary about their rates. If there is thought for a minute 
that they might ship much of this cotton to New England-Xew Eng
land can only consume 15 percent of the cotton consumed in the United 
States-now~ if these rates are hiked a good part of the New England 
cotton that nas moved to the ports will be returned to the all-rail 
route-it looks to me that moving scheme is going to do injury to the 
farmer-the farmer needs that backlog cotton, needs that which is 
Government controlled to help maintain the warehouse system 
throughout the interior, which is part of his real marketing system. 
The ports have never furnished a marketing system, I don't believe, 
because the farmers, generally speaking, market their cotton near the 
source of production rather than ship to the coast market except 
those adjacent thereto. As a taxpayer I would much rather see that 
cotton stay where it is with the reasonable rates that I think these 
people are publishing. 

I deny and challenge the statement of the Secretary about this 
$5,000 a day I have been reading in the newsl?apers all over the coun
try-I don't know how it reached them so qmckly, but it did particu
larly so about that $5,000 per day cost or saving to the Government. 

Now, the Government, if it is going to maintain the farmer's protec
tion, it is going to cost so much money one way or the other I think 
that it is going to cost, instead of, sayr'-. $5,000, if they move the cotton 
and comply with the wishes of the \Jommodity Credit Corporation, 
that it is going to really eat up all that $5,000 and more too. I may 
be wrong about that a little, but· I have beelJl in the cotton business 
for 21 years, as I said, nnd I would say that I have handled in the 
past 4 or 5 years at least 1,000,000 bales of cotton. I have many 
thousands of bales right now in storage from Texas through Tennes
see, and we are not reconcentrating that cotton at all; it is just 
staying right where it is. 

Senator ELLENDER. Are you able to compete now with those low 
rates, those low storage and handling rates, and buy producer's cotton? 

l\Ir. BARRINGER. I am able to compete, did you say? 
Senator ELLENDER. Yes. sir. 
l\Ir. BARRINGER. I am able to buy producer's cotton. 
Senator EUE....'IDER. Do you calculate in your price to the producer 

the ~ost of handling it through to the warehouse 1 
l\Ip. B.!RRINGER. Yes, sir. 
Senator ELLENDER. How do your rates today compare with what 

they were say 5 or 10 years ago 1 
l\Ir. BARRINGER. I would say, offhand, they must be-storage today 

is 15 cents, the producer when he sells takes that off what we pay 
him. The compression today runs from 12 to 13 cents per hundred
weight. Six or sewn years ago compression cost me around 18 to 
19 cents. 

Senator ElLENDER. How do the handling and receiving charges 
today compare 1 

~Ir. BARRINGER. Handling. the first month's charges were 50 cents 
per bale 10 years ago. whereas, today they come through for 15 cents, 
including insurance. 

Senator ELLDiDER. And you are buying on that basis producer's 
cotton? 
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Mr. llARRIXOER. I am buying producer's cotton ?n that b~is. I 

think if the producer cotton bears the bu~den mentwne~ that It ge!s 
right back to the producer. Another tlnng I would hke to say IS 

there are quite a few cotton equities today b~h~g _bought in Texas 
by domestic mills. A lot of people are pe~sumst1c about the c?n
sumption of cotton. I wou~d. not be surprised. t_o see consumptl?n 
built up before long to 10 mllhon-maybe 11 nu~hon b~les dome~tlC
ally. W t! may have a somewhat shorter crop. tl~1s com1~1g y;ar, JUSt 
as we had a short crop in 1934, about 9% m1lhon bales. You may 
have to eat into this ,surplus for domestic mills. All of which go 
to show it is very improvident to talk about moving cotton even 
though we are sitting here with an overwhelming carryover, that we 
do not know where to jump from one minute to the next. 

Senator WILLIS. About what is the premium range of cotton of dif-
ferent kinds~ ' 

.Mr. BARRINGER. The premium on different kinds? 
Senator 1VnLIS. Different rates and different places. 
Mr. R">mnNoER. You mean warehouse charges? 
Senator WILLis. You say it is more valuable where it is raised in 

certain regions, how high do you go 1 
1\Ir. BARRINGER. Senator, an inch and one-eighth cotton in some 

sections is worth as much as $3, $4, and $5 a bale, versus 1% inch 
grown in other sections. 

Senator WILLIS. That is· for a particular type and price~ 
1\~r. BARRINGER •• Yes, sir; an~ in some years they might ray for 

an mch and one-eighth cotton, If you take 2 years m compar1son $7 
a bale. If you get your years mixed up, because the spinning value 
varies for different growing seasons-it sometimes happens that you 
have seasons where you are badly hurt unknowingly. In other words, 
cotton is a good deal like a human being, it is hard to figure out. 

Sl'nator WILLIS'. And how about inch-and-one-half cotton 1 
Mr. B.\RRINGER. On inch-and-one-half cotton today the price of 

that cotton, I would say, is approximately 20, 21, or 22 cents per 
ponnd, on cotton grown on heavy soil, what we term Delta land. 

Senator ELLENDER. What proportion of a crop is of that characted 
Mr. BARRINGER. Of that real long cotton? 
SPnator BANKHEAD. Inch and one-half. 
~h. BARRINGER. This year I "·ould say you would have more long 

cotton in Arizona. I would say they were growing 35,000 bales on 
Pima this year, however, that dot>s not come into what von are talking 
nkut hHe in the Mississippi Vallev, and I should say of that 1%-inch 
~otton there would probably be 2,000 or 3,000 bales of 1%-inch-that 
1s wry unn~ual. 

St>nator ELLENDER. You say you would get 22 CC:'nts a pound for that, 
but the production is Yery small in comparison with the other. 

Mr. BARRI:'IGER. Sell<\tor, you come down to 1-fs--inch cotton, there 
are thou~ands ~)f bales of !l~at C'otton, and that is, premium cotton, and 
the rea~n ~h:1t tl~ese_quahtiC:'s.haYe to. be separated so.finely is that now 
'~·e are gettmg sp1~mmg maclnnes wh1ch ar~ Eet for }ugh-speed produc
twn, as mueh as 2a percent, and as you go mto the high-speed machine 
~·ou really do lu\\'e to watch your qualities. • 

Senator B.\:SKHE.\D. About that 1~~,-inch cotton-1 don't know whv 
that is brought in-is thC:'re not a tariff of 7 cents per pound on it! · 

:!'.H~;:!-H-11 
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Mr. BARRINGER. No; that is cotton grown in this country. If you 
bring long-staple cotton into this cotmtry there is a tariff of 7 cents 
per pound. 

Senator BANKHEaD. That 7-cent tariff is what protects them and 
gives you the higher price 1 · 

1\fr. BARRINGER. Yes, sir. 
Senator 1\IcKEILAR. Efryptian cotton 1 
Mr. BARRINGER. Yes, sir. • 
Senator BANKHEAD. Practically no long-staple cotton is grown in · 

Arizona. . • · 
Thank you very much; you may be excused. 

STATEMENT OF W. C. RUSSELL, OF HAMLIN, TEX. · 

Senator BANKHEAD. Is this your last witness, how many d:) you 
have? 

Mr. REED. This is the last. ' 
Senator McKELLAR. Will you please state for the re<!onl your name 

nnd address! 
Mr. Rus..<::ELL. 1\Iy name is W. C. Russell, and my address is Hamlin, 

ThL • 
Senator .McKELLAR. "11at is vour business 1 
1\fr. RussELL. I am in the banking business and warehouse business, 

and produce a little cotton when it rains out in west Texas. 
l1r. REED. Have you read the statement I made in this record to 

the committee with respect to this bill~ . 
Mr. RussELL. Yes, sir; partially . 
.Mr. REED. Do you concur in the previous testimony, and the testi

mony of l\Ir. Barnett, that you have just heard? 
Mr. RussELL. Yes, sir; I do. 
l\Ir. REED. I believe 1\fr. Russell's situation would be lar~t-ly a 

duplication. 
Senator BANKHEAD. I hope we can avoid duplications. We have 

quite a number of witnesses. 
Senator McKELLAR. Is there anything special that you want to 

say~ 
Mr. RussELL. Just this statement with reference to the cotton we 

1umdle. Now if that is moved out of the plant we stand to lose from 
55 to 60 cents per bale on this year's crop. The only way we can 
absorb that loss is the income from the backlog cotton. 

Senator McKELLAR. It would put you out of business if the Com
modity Credit Corporation plan of sending it down to the coast cities 
this year is carried out~ 

:.\Ir. RussELL. Yes, sir. One other point, I think our farmers would 
get up in arms agamst that proposition, to take away from our in
terior warehouses-our fanners have consistently lost money where 
they have had their cotton out of then-. In other words, they would 
haw a bid for a certain quality and when they couldn't deliver that 
and the price would be down, they would lose 5, 6, or 7, whereas ''"hen 
it is stored locally, they know right off. and they accept a bid for it, 
the buver gi'n~s his check for it and the deal is consummated. 

Mr. 'REED. HaVl• you l~ad any instances in your territory where 
producers could not redaun or repos.--ess cotton loc·ate<l at tlw pnrt~? 

Mr. RrssELL. Yes, sir: none this year, but many last year. 
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Sr•nntor ELLENDER. That los:=: of 50 or 60 cents a bale, that you men-
tion- ' 

)fr. Rr;ssnr.. This year's cotton. In other words, we have 3 months' 
stomge, which is 45 cents for our ·cotton and 3 months' handling 
charge which runs the loss pt:>r bale of cotton up to 50 to 60 cents. 

SPnator ELLENDER. How long have you been in business~ 
~fr. RussELL. Since 1937. 'Ve financed; in 1937-our bank first 

financed the premium fee of these cotton warehousemen in order that 
tht:>y could get their crop moved, we not only gave money to the 
farml'r to enable hlm to store his cotton, but we encouraged these men 
to go into the business. 

Srnator ELLENDER. Has your venture been payingt 
Mr. RussELL. In most instances-there perhaps might haYe bee11 

bad Iuanagement, but most of them have made some money. 
Srnator ELLENDER. Under this 15-cent rate 1 
1\Ir, RussELL. Yes, where the cotton is not moved and handled, but 

we could not think of handling cotton for 15 cents a bale. We are just 
taking that cotton now, that backlog, to take care of the loss we are 
making now. 

Senator BANKHEAD. All right. Now, gentlemen, we will hear the 
witJwsses on the other side. I have the list of witnesses furnished me. 
l\fr. John C. White for the American Ports Cotton Compress and 
Warehouse Association is the first on the list. 

1\fr. "'HITE. Senator l\Ir. Marcel Garsaud of the Port Authority of 
New Ol'leans has asked to be allowed to testify, and we are very happy 
to permit him to do so. 

STATEMENT OF MARCEL GARSAUD, GENERAL MANAGER OF THE 
BOARD OF COMMISSIONERS OF THE PORT OF NEW ORLEANS, 
LA. 

• 
St•nat or ELLENDER. Would you please give your name and position 

for the record~ ,. 
1\Ir. GARSAUo.l\fy name is Marcel Garsaud, and I hold the position of 

~t>neral manager of the board of commissioners of the port of New 
Or·leans, an agency of the State of Louisiana, and oppositio1i to Senate 
bill :262 was approved by the board at a meeting held in New Orleans 
on Friday, January 24, 1941. This board is a trustee of public funds, 
and represents the taxpayers of the State of Louisiana, large and small, 
indutlmg the farmer, the tradesman, the laborer, and the investor, 
and in a sense the cotton-producing farmers of Louisiana are stock
holders of this corporation. 

SE'nator BANKHEAD. That is as tnxp.ayers, you mean, publicly owned? 
Mr. GARSAUD. As taxpayt>rs. The mvestment of the State of Louis

iana in the port of New Orleans and different facilities a~rgregates some 
$-!0,000,000, and the number of taxpayers interested in the proper ad
ministration of these properties number approximately 60,000. In 
addition, the views which I shall express are in full accord with the 
views of all the Gulf coast authorities from Brownsville! Tex., to New 
Orleans. La. In particular. I ha,·e been requested to act as spokesman 
for the following port~ in addition to the port of New Ol'leans: Corpm; 
Christi, Houston, and Lake Charles. 

I shall attempt to confine my remarks to the fundam£>ntal principles 
irwoln•d in the consid£>ration of this bill, and I shall endeawJI• tfl the-
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best of my ability, to present to this committee fair and impartial views 
of the Gulf ports. The Gulf ports are not concerned in any war be
tween special interests, and we consider the interior warehouse industry 

:as our friends. 'Ve feel that the facilities at the port are the facilities 
which have been erected at the expenditure of large sums of money to 
serve the interior, which after all is the hinterland upon which the 
various ports must depend for their existence and their continued 
_growth. 

Senator McKELLAR. Mr. Garsaud, may I interrupt you long enough 
to ask does the port authority itself own a warehouse facility 1 

Mr. GARSAUD. I shall come to that, Senator, we do. 
Senator McKELLAR. You do. Is it full or part full, or empty? 
Mr. GA.RSAUD. It is two-thirds empty. 
Senator McKELLAR. Two-thirds empty, how long has that condition 

existed 1 
1\Ir. GARSAUD. For at least the last year and one-half. 
Senator McKELLAR. The last year undone-half. That is because of 

the loss of foreign markets, is it not~ -
1\Ir. GARSAUD. No, sir. 
Senator Me~. It is not~ 
Mr. GARSAUD. No, sir. I shall explain why in my testimony. 
Senator 1\IclU:ILAR. All right. 
Mr. GARSAUD. If, as has been testified this is but a continuation of 

old feud between special interests, I want to assure the committee, that 
-certainly, as far as the ports I speak for are concerned, we have no such 
understanding. As we see it1 the whole matter boils itself down to an 
·effort to deal with an economic condition by legislation instead of per
mitting the old natural law of supply and demand to function. 

Now, may it please the committee, Senate bill No. 262 is incompatible 
with the public interests and its passage is tmjustified for at leas~ t;hree 
.reasons. 

First, whereas the bill appears to delegate authority to the Commod
ity Credit Corporation to clo certain things, it is in reality a prohibitory 
bill restraining the Commodity Credit Corporation from doing the 
thing which in its judgment and discretion, the public administrators 
()f the Corporation deem to the best public interest to do. 

Second, the bill eliminates from the administration of the affairs 
of the Commodity Credit Corporation the principle of competitive 
bidding, which has been the established practice of Federal agencies 
since 1861. 

Third. the bill alleges an intent to prevent monopolistic control and 
monopolistic tendencies, whereas, it would really perpetuate instead 
interior monopolistic control, centralized in a very few companies. 

Referring to the three reasons cited above, the following comments 
may be made: 

it would appear that the Commodity Credit Corporation has at 
present all the necessary authority to warehouse and store Government 
owned cotton, and cotton held as security for loans, · 

At anv rate, the Commodity Credit Corporation does not seek any 
further imthoritv. 

The act would. haw the effect of seriously impairing the administra
tion of the Commodity Credit Corporation and its problems concern
ing the handling of cotton would be complicated more than erer. ThC' 
Commodity Credit Corporation, as a section of the Department of 
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Agriculture, can be relied upon to preserve for the cotton producing 
far~r all the benefits and rights to which l1e is ent~tl~d.. , 

The act does not help the cotton producer. It IS ms1sted that the 
Commodity Credit Corporation will move only Government-owned 
cottM. The retention of cotton in the ·interior, as mandated by the 
bill would eventually produce a congestion, in which event the storage
rat-es would rise, and additional storage buildings· in localities near 
where the cotton is produced would have to be constructed. This. 
would be unwise &nd uneconomi~, so long as there ts available storage
at the ports at reasonable rates. The rates which can be obtained :f.O.r' 
the storage of cotton at the Gulf port are such that the expense of 
transportation, and reconcentrating of this cotton would be offset in 
a relatively short period of time by the lower rates offered. 

The Commodity Credit Corporation has calculated that the saving 
effected by th.e Government in its proposed readjustment of cotton 
storage would amount to a large sum of money. It is not for me or 
anyone else to question those figures, since non~ of us are fully cog
nizant of the bids received nor of the many other elements which of 
necessity must enter into such a calculation. 

A close reading of the bill and a thorough study of its application 
is convincing that the only beneficiary upon the passage of this bill 
would be the large interior compresses, which are located at concen
tration points, and thereby control the movement of cotton, because 
of the large volume of that business, their centralized control and the 
territory of their warehouses, with a consequent lowered insurance 
rate. These large interior compresses are in a position to offer lower 
rates for storage than the smaller independents operating in the locali
ties where the cotton is produced. 

The removal from the interior and the reconcentration at the ports 
of Government-owned cotton, with due rl'gard for the final destination 
for that cotton, would result in more available space in the, interior for 
the new crop, and would eliminate the necessity of erecting new struc
tures, or of again storing cotton in the open with its consequential 
weather damage. 

Section 3 of the bill applies such limitations in the determination 
of reasonable rates by the Commodity Credit Corporation 'that the 
cost of storage to the Government and the, cotto11 producer would un
quest ionubly be higher, because the average rates for the years 1936 
to 1940 are higher than the present 121;2- to 15-cent rates. The 
rates that have been quoted to the Commodity Credit Corporation by 
the warehouses at the ports are not rates affected by the dislocations 
of foreign c.ommerce, as alleged by the bill. 

Senator McKELLAR. 1\Ir. Garsaud, let me ask you this question at 
that point, if it would not trouble you. 

Mr. GAR~Atm. Not at all. 
Senator McKElLAR. You say the rate that has been offered, the 

J'\'du<"ed rntt>s thnt has been offered. What rates have been offered 
th~ Commodity Credit Corporation. and who offered them Y 

.1\lr. GARSAtro. By that statement I meant the rates which have been 
h~d to the Commodity Credit Corporation in response to its call for 
h1ds. 
. Senator McKElLAR. You say they were reduced rates. By that I 
)l~dg-t> that y(~U han• seen them or you know what has been offered. 
"ould you mmd saying what has been offered Y 



162 REGULATE WA.REHOtTSING OF COITON 

Mr. GARSAUD. I have not seen the rates except my own. 
Senator McKELLAR, Well, what did you mean when you said
Mr. GARSAUD. What I said, Senator, was that the rates offered were 

not affected by the dislocation of foreign commerce. 
Senator BANKHEAD. You would distinguish between seeing the 

rates and hearing the rates~ 
·Mr. GARSAUD. I know that the rate which we have furnished
Senator McKELLAR. Is it a secret~ 
Senator BANKHEAD. He said he had not seen it-he has not said 

that he had not heard them. 
Mr. GARSAUD. I have not heard a single rate except mv own rate. 
Senator McKELLAR. Is that a secret rate, which you have submitted 

to the Government or is it one that you feel like that you should take 
the Committee on A_griculture of the Senate into your confidence and 
give it to them~ j\:1r. Chairman, I believe that the same reasoning 
could be advanced-

. Senator BANKHEAD. The Chair will not insist on his giving an answer. 
Senator McKELLAR. If he does not want to take the committee into 

his confidence, why I shall not insist on it. 
Senator BANKHEAD. Did you say the rates that have been offered

repeat that statement. 
Senator ELLENDER. I don't think it is a question of taking the com-

mittee into his confidence. · 
Senator BANKHEAD. Senator McKellar does not insist on it. 
You said reduced rates--
. Mr. GARSAUD. So far as my own rates. 
Senator BANKHEAD. Go back and read what you said. 
Mr. GARSAUD. The rates that have been quoted to the Commodity 

Credit Corporation by the warehouses at the ports are not rates affected 
by the dislocations of foreign commerce as alleged by the bill. Now 
that statement is 100 percent correct, at least insofar as the rate quoted 
by the Board of Commissioners of the port of New Orleans is . 
.concerned. 

Senator BANKHEAD. In other words, the accurate statement would be 
the rates that your board submitted, without referring to the rates of 
the others. 

Senator ELLENDER. Well, it may be assumed that since Mr. Garsaud 
represents two or three other ports that he might have peculiar knowl
ed~e because of that fact. 

Senator BANKHEAD. Without even having seen any of the other rates? 
Senator ELLENDER. I say because of the fact that he represents sev

eral other ports, the chances are that the other ports may have given 
him that information. 

Senator BANKHEAD. How do they compare? 
Mr. GARSAUD. I am perfectly willinl! to supply that to the chairman 

of this committee. It makes no difference to me personally
Senator B.~NKHEAD. Would you admit it if it did make a differenee? 
Mr. GARSAUD. Yes, sir; I would. I have-promised this committee to 

~ve it a fair and impartial view as I see it. I am just as anxious as 
the committee to bring out all the facts. 

Senator BANKHEAD. That is the reason I offered the suggestion. 
Mr. GARSAUD. I accept your suggestion . 
.Senator BANKHEAD. Go ahead now. 
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Mr. GAR'iAl"'D. If the rates quoted bv the port warehouses are ~o~er 
than the interior warehouse rates it fs a direct result of competltwn. 
This condition is brought about 'by the fact that the interior ware
houses have monopolized, and apparently desire to continue to mo
nopolize the stora rre of cotton in the interior. The interior com
presses have only tl1emselves to blame for this condition, and you are 
se('king a legislative remedy to deal with an economic problem. In 
this connection it is well to point out that when we refer to interior 
compresses we chiefly refer to the controlling group composed of 4 
or 5 large compresses in Louisiana. For instance, the concentration 
of cotton is influenced by 3 of the large compresses, and outside of 
New Orleans, those 3 compresses, as of November 30, 1940, stored 72 
percent of the cotton held in Louisiana by the Commodity Credit 
Corporation; 6 other fairly large size compresses stored 22% percent 
of such cotton; the remaining 11 small compresses stored only 5% 
pel'cent of sueh cotton. 

While the argument that the principle of competitin, bidlling ~hould 
not be made mandatory on a governmental bureau may have some 
merit, it is equally meritorious and sound to say that the principle of 
competitive biddmg should nenr be prohibited by law. Federal 
administrative bodies should always have the right to bargain on a 
competitive basis. To do otherwise would soon place the Federal 
bul'l'aus at the mercy of the trade. Furthermore if noncompetitive 
bidding should be imposed upon the Commodity Credit Corporation, 
many other branches of the Federal Government would soon seek the 
same privilege, and this would result in the destruction of the very 
ba!'ic principles of Federal dealing with private industry. 

Without any desire to make unpleasant comparisons, it is not out 
of place to compare the purport of item 3 of section 2 of the bill re
garding monopolistic control, to the Teutonic tactics of propaganda 
just preceding the i1wasion of Norway, Denmark, Holland, and Bel-
gium. · 

The truth of the matter is that if this bill should pass and thereby 
prevent reconcentration of cotton at the polis, then the interior 
mt.erests sponsoring this bill will enjoy a monopoly of storage and 
warehousing of cotton. It is conceded that a monopolistic system. 
~s ex~re~ely unwise, unsound) and dangerous. By no stretch of the 
1magmatlon, however, can it be shown that the reconcentration of 
cotton at the ports on the competitive bidding system can create or 
maintain any such monopoly. On the contrary it would assure a 
beneficial field of competition on a sound business basis, and the 
Commodity Credit Corporation can be trusted to maintain a fair and 
equitable balan~ as to storage rates, and location of cotton to various 
localities, so that it cannot be emphasized too strongly that Senate bill 
No. 262, far from presenting monopolistic control would be the verv 
concepti¥e agent of such control in favor of the interior. • 
~ow may it please the committee, since I expressed the Yiews of 

the Gulf potts from Brownsville to Mobile, the time I take of the 
tommittee is l'l'ally a sa,·in~ of time. I would like to ask vour in
dnlgt•n(·e for a ft>w more brief moments in which to ('Omment 'on oom£> 
of tht> testimony that has bet>n presentt>d at this hearinl'r and to ex
plain to ~·ou briefly my l"'twlusions on the qut>stion ;.hich is th£> 
("111~ _of this whole su~lje•:t. Will th£> farmf'r be dama~d by tht> com
pt•tttn·e system of btddm~. and e1Ul the interior compn'Sst's rt>tain 
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the present price of 15 cents per month storage rate if the present 
stock of Government-owned cotton is reduced by reconcentration to 
the ports. I would like to call to the attention of the committee 
that in my reading of the transcript of these many statements of 
the witnesses heretofore appearing as incompleted, some of the figures 
which they have advanced have not been broken down sufficiently 
to pass upon the accuracy of their figures with any degree of cer
tainty. I want to add to this that this morning, I believe Mr. Reed 
has furnished more of a break-down than I could find in the original 
transcript. 

Senator STEWART. Mr. Garsaud, you spoke of the reconcentration of 
Government-owned cotton just a few lines back in your manuscript. 

Mr. GARSAUD. Yes, sir; Senator. 
Senator STEWART. That is, by reconcentratiou, you say the move

ment of cotton from the interior warehouses to the port warehouses~ 
Mr. GARSAUD. Right there I want to place in the record our reply to 

some of the statements made as follows: 
First. Cotton does not lose weight when reconcentrated at the ports. 

Experience has shown that a bale of cotton if any change in weight 
occurs, gains, instead of loses. 

Second. It is entirely possible and practicable for the Commodity 
Credit Corporation to reconcentrate cotton at the ports in such pro
portions as to avoid a back haul to the mills. As far as New Orleans 
Is concerned, there is no freight penalty to the southeastern mills for 
the cotton produced elsewhere in- Louisiana, Oklahoma, North Texast 
some of Southern Arkansas, and Mississippi, south of Jackson. 

At this point I might add that cotton is also concentrated and recon
centrated at the port of New Orleans, at least for shipment to the New 
New England mills, and I take it that we will all agree that the New 
England mills will continue to buy cotton, and it is more advantageous 
for certain territories, particularly the territories which I have just 
mentioned to ship via New Orleans coastwise steamer to New England, 
than all rail from interior points. 

Senator EILENDER. Have you figures showing the difference in the 
cost to the New England mills in shipping via New Orleans rather 
than via all rail? 

Mr. GARSAUD. I have not with me. I can get them for you, Senator, 
but Mr. Reed is an expert in that line, and I think they can furnish 
you those figures quicker than I can. I am certainly willing to supply 
the figures on that. 

Senator EILENDER. I thought you had them since you made that 
assertion. 

Mr. GARSAUD. The statement is based on the figures of what the rate 
is. 

Third. In view of the consideration prayed for on behalf of the 
interior compresses, because of their large investment, it would seem 
just and proper for the committee to grant the prayer of the Gulf 
ports for equal consideration, in view of the large sums of mcney 
spent by them for the installation of facilities to serve the cotton 
produce.rs, when that cotton is intended for export. The warehouses 
at the ports cannot be expected to be subjected to a system which 
retains cotton in the interior and thus renders that facility wholly or 
substantially idle during a national emergency, and at the same time 
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remain in a poiiition to serve the interior and the cotton producer upon 
the resumption of the export movement. . 

Fourth. All Government-owned cotton has already been sampled, 
and the claim that it must be resampled if reconcentrated at the ports, 
could not haYe been made seriously. 

Fifth. The suggestion that the interior warehouses were unable to 
file a pro.rosal un-der the form submitted by the Commodity Credit 
Corporat10n, because of the stipulated charge of 15 cents per bale for 
delivery to shipside, is farfetched. It was necer intended that the 
interior warehouses would be expected to absorb the freight charges 
from tl1e interior to the ports. That particular stipulation of the pro
posal is applicable only to the port warehouses. 

Sixth. The suggestion that the compressing charge sitpulated in the 
proposal is too low is irrelevant, as most of the cotton in storage and 
owned by the Government has already been compressed to standard 
density. 

Seventh. It has been stated that the interior warehouses cannot com
pete with the warehouses at the ports. No proof was advanced in sup
port of that statement. We believe the interior warehouses can operate 
at lower cost than the port warehouses because of the more favorable 
building costs and the more favorable labor conditions. Some of the 
witnesses hare testified that if cotton is reconcentrated at the ports, 
that cotton originating in certain territories, and particulary the 
Delta territory, would lose its premium value. Nothing of the sort 
can happen, because each bale of cotton stored at the ports is tagged 
and each warehouse rt>ooipt has reference to the original tag placed 
on the bale at the point of origin. The identity of Delta cotton at 
the ports can positively be maintained and such cotton would not lose 
its premium value. 

Ninth. The concensus of the statements made by the witnesses sup
porting the bill is that if cotton is reconcentrated at the ports, the 
storage rate to the producer will have to be raised to 25 cents a bale 
instead of 15 cents as at presentl or an increase of 10 cents rer bale per 
month. Those witnesses have testified that the producers cotton re
mains in storage an average of 90 days, and that the average number 
of bales per producer is 7 bales. Without in any way conceding at this 
time that the rate of storage would have to be increased if the GoYern
ment-owned cotton is n10\·ed to the ports, and assuming for the sake 
of argument that such increase would take place, a simple calculation 
shows that the average farmer would have to pay in additional storage 
clutrg-Ps per year the sum of $:2.10 for his entire crop if the argumeut 
that the farmer desires to maintain his ootton within the locality where 
it is produced, is of any value, I submit that this privilege should be 
worth $2.10 a year to the farmer on his entire crop. However, witnesses 
have failed to take into account and to credit against this additional 
charg-e to the hrmer the saYing which that same farmer would enpoy 
by the retention of the present 1212 cent rate, or by a lower rater for 
such cotton as that same farmer has in the loan. It is probably difficult 
to a&·ertain aecurately the arerage number of bales which the average 
farmer has presently in the loan. or that may be in the future pla(-ed 
in the loan. but it probably would not be contested (I think Mr. Reed 
tonfinueJ this this mol'Jiing) that the a,·entge number of bales which 
tht> arerage fllrmer has pre~ently in the loan is four bales, and this 



166 REGULATE WAHEHOrSI~G OF COTTO~ 

number of bales may be increased from year to year as the average 
farmer places more cotton in the loan. Now then, assuming thnt tlie 
present rate of 12% cents per month per bale applicable upon the loan 
cotton is maintained, it is calculated that with an average of four bales 
in the loan, the average farmer would save $1.20. Assuming that the 
average farmer would desire to take advantage of such lower rates as 
the Commodity Credit Corporation may haYe been able to obtain 
through the competitive bidding system it can be set down that the 
saving to the average farmer may run as high ns 6 cents per bale per 
month. This would effect a saYing to the average farmer, based on that 
four-bale average in the loan, of $2.88 per year; now the~e two figures 
of $1.20 and $2.88 may not be exactly correct, but certainly the saving 
to the average farmer is somewhere between those two figures, the 
average of which is $2.04 a year. 

Senator ELLENDER. That is, Mr. Garsaud, if that cotton were per
mitted to remain the entire year~ 

Mr. GARSAUD. Well, that is on the loan cotton; that cotton is there 
the entire year. Some of it has been there, 3 or 4 years. 

Senator ELLENDER. Not necessarily; there is quite a bit of evidence 
to the effect that a good deal of that loan cotton remains in storage 
from 60 to as much as 120 days, and the average for the entire period, 
including the 1934 cotton is 10¥2 months. 

Senator BANKHEAD. That moves in and out. 
Senator ELLENDER. Yes. 
Mr. GARSAUD. My recollection is from the figures stated at the hear

ing that there is, from past loans, a little over 2,000,000 bales of cotton 
in which the farmer has an equity, and in the past season there were 
placed in the loans somewhere near 3,000,000 bales of cotton. 

Senator ELLENDER. You recall--
Mr. GARSAUD. Five million in all, is it not 1 
Senator ELLENDER. You will recall there was a witness who testified 

this morning from a place near Mobile who said that they had 5,000 
bales of loan cotton taken by his warehouse in 1938. There remains 
out of that so taken out only 212 bales. This would indicate that most 
of that loan cotton was taken out in 1938. 

Mr. GARSAUD. I suppose you can cite specific instances where the 
average time that the cotton held as security for loans stayed in storage 
only 3 or 4 months; you can likewise find a specific instance where 
that cotton may have been in storage for 3 years. I am dealing with 
average storage. I have not seen any figures yet which have given 
us a time-given us the average time that the loan cotton still belong
ing to the farme.r has been in storage. The nearest I have heard Is 
this morning when Mr. Reed said that it was 10¥2 months. 

Senator ELLENDER. Is that for all cotton, including Government· 
owned cotton 1 

Mr. GARSAUD. I didn't understand him to say all cotton. 
Senator ELLENDER. Mr. Reed, I would like to have in the record

when you used the figure this mornin::r of 10¥2 months, did you include 
in that all Government-owned cotton~ 

1\fr. REED. Everything that has been in the loan since 1934-35 in 
the 172 interior facilities-not what they had in the loans-all they 
had on hand, the average revenue on that cotton was 10112 months. 

Mr. G..\RSAUD. The 11,000,000 bales or the 6,000,000 bales? 
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Mr. RY.ED. On the average. That was illustratiYe, howeve.r, of all 
of them, because it was representatiYe of the whole. . 

Mr. GARBAUD. I am not prepared to accept ~ statemen.t that ~as 
illustrative of the whole. What Mr. Reed testified to tlns monnng 
was concerning 172 facilities. I thin~ .~e should have-~hat I am 
talking about 1s the average of all fac1ht1es of the cotton m the loan 
throughout the South, not just the average 172 facilities, that may or 
may not be illustrative of the whole. · 

St>nator ELLENDER. Then Mr. Reed, to get the facts, I want to get 
them right, your figures had only to do with the facilities that you are 
now representing1 .. 

Mr. REED. No, sir; they had to do with, not all of them-they only 
)Jad to do with 172 of them. 

Mr. GARSAUD. Which is about the number that you really represent 1 
Mr. REED. Well, I didn't represent them, except to make this state~ 

ment. 
Mr. GARSAUD. I think in the first part of your t('stimony you stated 

that you represented 370 fll.cilitil's. 
Mr. R.:ED. To illustrate thflt point, these 341 facilities took in the 

Joan of 19:38, 4,351,000 ball's of cotton; at th(' end of the year 1939, they 
01dy had on hand slightly more than 2,000~000 bales of cotton. In 
oth~r words, some of it stayed in thet·e just a few davs. WhPn von 
take your p~>r bale average: you got to consider that'which remains 
(,Jl hand. Well, of that which remains on hand, going back to the 
•IneRtion of the Senator, it was 101,~ months average holding time. 

Senntnr ELLENDER. Well. Colonel. would it be possible to obtain the 
figurE's along the line submittl'd bv l\Ir. Rel'd for the old crop 1 

.Mr. G . .\RSAUD. I think the best source of information on that wonl(l 
be the Commodity Credit Corporation. 

S~>nator ELLENDER. I prl'Rnme the Commodity Credit Agency is· 
lwrt> list~>ning to this, and if it is possible to obta'iu such fi(7ures I be
liHe th('y might be relative and probably interesting to the ~ommittee. 

Mr. G.\RSADD. At any ratt>, S(•Bntor, we must deal with the credit 
fil!lll'(>f;, and whether the figures are those that I have given or other 
~l!nres, the point that ~ am making ~s that there ~s. a saving to the 
fann~r who has cotton m the loan wh1ch the opposition has failed to 
take mto account. 

~~>nator ELLENDER. I am not questioning that, Colonel Garsaud. 
Mr. GARl'i:\liD. I am only vntting i~l the rec~rd this figure. and if the 

figures are mcorrect, there IS a credit to be gm~n against that charge 
of 10 cents per bale per month more. 

~t'nator Eu.ExDF:R. What I had in mind was to ventilate to a certain 
extt'nt the figures you gaYe there, so as to show to the committee that 
although there might ~ a difference ns you point out there, still and 
nll w~ have got to consider the fact that this particular cotton dot>s not 
:'!1\Y n.1 the waN' house t~1e entire period; that it is moved out, some~ 
!nnes m a mo~th, ~om~>tunes 60 dnys and other times 120 days. That 
IS what I had m nund. 

~h-. GAR~'~AUD. Well, we ha\'E> to consider the application of the 
fi~nres that can be gotten up to ascertain just what that is. and then 
u~t> that fil!ure. · 

Se!llltor E~LEXDER. _Do you think that it is possible to get that from 
t hl' (ommodJty Credit Corporation l -
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:&Ir. GAR...~m>. I am fairly sure that the Commodity Credit Corpora- · 
tion must have that information. 

Senator ELLENDER. I imagine that might be very interesting. 
·~Ir. GARSA.UD. Tenth, the mterior warehouses have testified that they 

cannot survive at the present rates of storage of 12% cents for loan 
cotton, and 15 cents for producer's cotton, if the volume of cotton which 
they now have is taken away from them or substantially reduced. In 
this connection let me point out that the interior warehouses have :f-ailed 
to concede that it is utterly impossible to reconcentrate at the ports all 
the Government cotton now stored in the interior. I think the figures 
which I have here are not far from the exact status, namely t,he capacity 
of the port warehouses from Brownsville, Tex., to 1\fobile, Ala,, is 
approximately 6,000,000 bales. The present stock on hand at these 
warehouses is approximately 3,500,000 bales, leaving available space 
of 2% million bales. These port warehouses must handle a certain 
amoWlt of export and producer's cotton, and for that purpose must 
1-eserve space for the next crop to take care of, let us say, three-quarters 
of a million bales, consequently, the number of bales which can be 
moYed from the interior points to the port warehouses does not greatly 
exceed 1% million bales, which is about 16 percent of the present volume 
of Government-owned and loan cotton in storage in the interior. I 
want to emphasize that, that it is my opinion that the Gulf ports cannot 
take more than 16 percent of the present storage in the interior. 

Senator STEwART. You mean 16 percent of the bales of cotton that 
are in the interior wnrehouses, Ql' 16 percent of the entire

:Mr. GARSArn. 16 percent of the cotton now in the interior. 
Senator STEWART. That would be about six times-about 8,000,000 ~ 
:Mr. G..~RSAUD. It would be about 1% million bales, that is on the 

6~000,000, 16 percent. 
Senator STEw ART. Six times 1% millions would be around 11,000,000 

bales then stored in the interior? 
Mr. GARSAUD. Yes, sir; there are just about 11,000,000-there are 

6.000~000 owned by the Government and 5,000,000 held as security for 
the loan. There is a little over 1LOOO,OOO Government-owned cotton, 
and loan cotton in the interior now at this date. 

Senator BANKHEAD. How much cotton is there in this country? 
Senator STEw ART. I think I asked that question this morning and that 

there is onlv about 6,000,000--
Senator BA.XKHEA.D. The figure as put in is that there are now 

8.274.688 bales in our warehouses. 
'Senator :Mc!U:LLAR. Gowmment-owned and Government-loanJ 

cotton. 
Senator ELLENDER. 6.105.000 of which is Gowrnment owned. 
Senator STEwART. Do you tmderstand that the Government-owned 

cotton will be moved to the port warehouses~ 
~Ir. GARSA.rn. Is that mv understanding? 
Senator SnwA.RT. I thoiurht there was some provision of law against 

moving that for reconcentr'ation. 
Senator BA.NKHE.ID. That does not apply to the Government 

()Wned. The present act does not apply to the Goyernment-owned 
cotton. 

Senator Mc!U:LL~R. It applies to the loan cotton. 
Senator BANKHE.m. This bill is intended to extend the present law, 

known as the Bankhead .Act to the GoYernment loan. 
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llr. REED. That is the 1940-41 loan. It does not include the 40-41 
loan which is now being rapidly sold in trade channels. . 

Senator ELLENmm. There is little over 11,000,000 bales Senator, of 
Government-owned cotton and other cotton in which the farmers have 
an interest. 

Senator BANKHEAD. How much of the 1940 crop is to be added to 
this 8.000.000? 

Mr.' REED. It is hard to tell. I would ~ay there is somewhere around 
2,000,000 bales of the 1941 cotton now still In the loan. 

Senator BANKHEAD. How much of that cotton is not Government
loaned or Govemment-owned? 

Mr. REED. These warehouses I speak for haYe a little over 2,000~000 
bales of cotton not in the loan. 

Senator BANKHEAD. So that would make about 13,000,000 bales of 
('Ott on in this country? 

1\Ir. REED. I don't believe it would be that if you add it all to
gether. 

Senator BANKHEAD. You got 8,500,000, and you got about 2,000,000 
more loan cotton, that brings it up to over 10,000,000 bales. 

1\lr. REED. Correct. 
Srnator BANKHEAD. How much free cotton is there@ 
Mr. REED. All we know of it. is somewhat in excess of 2,500,000 

bales. 
Senator BANKHEAD. That makes it around 13,000,000 bales. 
Mr. REED. I would say between 12,000,000 and 14JJOO,OOO bales. 
Senator BANKHEAD. That is a pretty wide spread. 
Mr. JoHN C. WniTE. There are 11,000,000 bales in the interior 

points, and approximately 3,500,000 at the ports. 
Senator BANKHEAD. Interior, how much~ 
Mr. WHITE, 11,000,000. 
SPnator ELLENDER. All types of cotton 1 
SPnator BANKHEAD. And at the ports how much@ 
:Mr. WHITE. 3,500,000. 
Sc>natm· 1\kKBLLAR. That makes 14,500,000. 
S!'nator BANKHEAD. It is now 12: 30 and we will recess until 3 

o'clock this afternoon. · 
(Whereupon at 12: 30 p. m., the hearing recessed until 3 p. m., of 

this day.) 
AFTER RFX:ESS 

(The committee reaSSf'mbled at 3 p. m., pursuant to recess.) 
Senator BANKHEAD. The committee will come to order. You may 

proceed, Colonel Garsaud. 

STATEMENT OF MARCEL GARSAUD-Resumed 

Mr. GARSAUD. In order to tie in the testimony that I am about to
frire with tht:> testimony give~'prio~ to adj?urmnent, I will go back 
JUSt one sentence. I was saymg tlus mornmg that consequently the 
number of bales which can Le mm·ed from interior points to the port 
wart'hou~'s ~hit'S not greatly exceed one and three-quarter million 
balt•s., wlurh IS about 16 percent of the present volume of Government
owned and loan cotton in storage in the interior. 
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I do no~ believe that a competent operator can in good faith make 
the statement that a curtailment of his volume of business by 16 per· 
cent would result in an increase of his rate to 66% percent, but in. 
addition to that is it true that the interior contractors are unable to 
maintain a rate of 15 cents to the producer if they are deprived of 
their present stock or a substantial part thereon The statement has 
been made by witnesses but no figures whatsoever have been given to 
substantiate that statement. If I were sitting on a commission to 
investigate the subject, or for that matter, if I "·ere a member of this 
committee, such a statement would have no weight unless it were 
accompanied by a statement giving me certain information. I would 
want to know the amount of investment in the warehouse, its fixed 
charges, including all taxes. I would want to know the itemized cost 
of operation, the surplus in the treasury, if any, the reserve set aside 
for contingencies, and the dividends and profits which have been 
declared within the past few years. I would want to know something 
about their trade l?ractices and the ratio of their storage capacity to 
the crop produced m their contingent territory. I would like to know 
·what funds, if any, are reserved to maintain a war chest. I would 
want to know to what extent, if any, the rate-making policy of the 
railroads in the Mississippi Valley and the Southwest in respect to 
cotton has been influenced by the interior warehouse industrv. I 
would like to inquire into the control, if any, which may be exe1:cised · 
by three or four large compresses over the smaller compresses. 

Such data is always requested by rate-making bodies. 
Senator BANKHEAD. Can you furnish it Y You are an expert. Can 

you furnish the information you are asking about now~ 
Mr. GARSAUD. That is information I would like to lmow. 
Senator BANKHEAD. Could you furnish it to the committee~ 
Mr. GARSAUD. I am asking the interior industry. I think they can 

furnish it. I cannot. I am not a part of that industry. 
Senator ELLENDER. What Senator Bankhead had in mind, I think, 

is can you furnish it for your own~ 
Mr. GARSAUD. I certainly can. I can :furnish it for the board of 

commissioners of the port of New Orleans. , 
Without this information you could not decide that the interior 

contractors are unable to maintain the storage rate of 15 cents if there 
is a decrease in their volume of business. I know of no better way to 
illustrate the fallacy of that statement by the interior compresses, as to 
their inability to survive, than to use the fi~nres of their most expe
rienced witness, Mr. Taylor, of the Federal Compress Co. 

On page 233 of the testimony Mr. Taylor has estimated the cost of 
a warehouse to handle Government-owned and loan cotton at $50,000. 
He has indicated that an additional $7,500 might be needed for the 
strengthenina of floors and the building of fire walls. That is allow
in~ $10J)()() for this improvement, and using the figure $60,000 as the 
cost of a warehouse to store, as Mr. Taylor states, 15,000 bales of cotton. 

It is an accepted fact in investment circles that a charge of about 
12% percent on the investment covers interest, amortization, deprecia· 
tion, and taxes. Based on the cost estimated by Mr. Taylor, and the 
cnpacity of the particular warehouse illustrated bv him. the fixed 
charges would amount to 4 cents per bale per month. Taking the 
rresent rate of 15 cents per month, this leaves a mHgin of 11 cents a 
hale for insurance on the building, maintenance, and profit. 
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Labor costs involving storage are compensated for ii_l charges for 

tither serrices performed by the warehouse, and on which the ware
house is entitl£>d to and does receive a profit. Of course, the answer 
will be made that the producer cotton remains in storage an average of 
90 davs and that these figures are based on an annual occupancy of 
100 per~ent, total! but there are oth~r factors to be consid~red, and .the 
use of the annual occupancy figure IS not unsound. For mstanct>, tf a 
warehouse handles only producers' cotton, the turu-o,·er of a warehouse 
with a capacity of 15,000 bales will be at least 50,000 bales~ and perhaps 
a great deal more. 

If the warehouse retains Go,·ermnent -owned cotton or loan cotton 
to the extent of 80 percent of its prl•sent stock, it is eridt>nt that, based 
on the witness' figures. a storage rate of less than 121;2 cents furnishes 
all the backlog tluit is Jwcessary to retain the producers' rate of 15 cents 
for storage. 

I respectfully submit, therefore, that far from proving the point of 
their inability to survive at a 15-cent rate, that statement has, on the 
contluy, opened up a field of exploration as to charges and profits 
which may, by closer and more accurate analysis, eventually l?rove 
that any mte higher· than 15 cents would be unreasonable and WLJUSti
fiable. and nn excess charge to the cotton farmer and producer. 

Senator BANKHEAD. Now, Colonel, Senator McKellar wants to 
uamine you, but he is a little late because he is attending another 
hearing. ' 

Henator ELLENDER. May I ask a few questions, Mr. Chairman~ 
Senator BANKHEAD. I would rathe~· von would wait until Senatot· 

MeKellar get ht>re. · 
SPrmtor EruNDER. Very well. 
St>nntor· BANKHEAn. You may proeeed in your own way, Mt·. White. 

STATEMENT OF JOHN C. WHITE, COUNSEL, AMERICAN PORTS 
COTTON COMPRESS AND WAREHOUSE ASSOCIATION 

~k WmrE. ~k Chairman and gentlemen, my name is John C. 
White, and I am counsel for the American Ports Cotton Compress 
and Warehouse Association. Address-. Washington, D. C. 

The American Ports Cotton Compress and Warehouse A'lsociation 
i)\ a trade association whose members are engaged in the handling, 
('OIH.J>ressiou. and stor·ing of cotton at various ports in the cotton-pro
duemg ar£>a from Norfolk, Va., along the Atlantic and Gulf coasts to 
und including- San Pedro, Calif. 

This association is opposed to the enaetment of S. 262, hl'lie,·ing it 
inimkal to the Lest interests of the farmers., the Government. and the 
t-nt irl:' warehousing iiHlustry. 

St>natoJ' Etu~DER. ~Ir. White', befote vou go into that. does wmr 
llll'llllll'J':'hip indude S·att>-owned port fa~ilities, like the oae CoiO!lel 
<IHI'~IHlll jU:'t dN·ri~J? 

~lr. WHITE. Y e:;, it does, ~J!ator. and I haw here a list of the me:H
Ilt'J~ of this ailSIK'intion, and I would likl.' to usk that it be placeJ in t!w 
Jt>~.'ortl. It indutlt•s tht> Public Watehou-.e Co. at Xew Orlean3 ant"!t:! 
(llhrr~. 

:-'t•n:ttol' BA~Km:.~D. D:)(>S that eonsritnre all the port warehou:-t>~? 
)~r. \Ymn:. Xu. thet'l' :ut> otlwr pol't ware!lllll"~"S in addition. 
~.Hnt"J' B \ -s KHHI>. How many llh•re ~ 
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Mr. WHITE. Well, I would have to get that information. 
Senator BANKHEAD, I mean just generally speaking, without abso

lute accuracy. 
Mr. WHITE. I should say this would constitute two-thirds of the 

industry. 
Senator ELLENDER. Does your statement reflect the capacity of the 

ports, the amount of cotton they could store? 
Mr. WHITE. Yes, it does. 
Senator ELLENDER. This statement here? 
Mr. WHITE. No, not that particular statement, but the remainder of 

my statement here. 
'Senator BANKHEAD. All right. It may go into the record. 
(The paper referred to follows:) 

American ports-Cotton Compress and Warehouse Association, New Orleans, 
La., membership of the association as of Jan.~~. 1941 

Location 

Norfolk, VIL ......... .. 
Savannah, Ga ......... .. 

Pensacola, Fla ......... .. 

Mobile, Ala ............ . 

Gulfport, Miss ........ .. 

New Orleans, La ...... .. 

Member warehouse 

Norfolk Warehouse Corporation ______ _ 
Savannah Warehouse & Compress Co. 
Southeastern Compress & Warehouse 

Co. 
East Side Compress & Warehouse Co •. 
Southeastern Compress & Warehouse 

Co. 
Mobile Warehousing Co _____________ _ 
Turner Terminal Co _____ .. __________ _ 
Southeastern Com press & Warehouse 

Co. · 
Mississippi-Gulfport Compress & 

Warehouses, Inc. 
Barclay Compress Co ________________ _ 
Cotton Trade Ware houses, Inc ...• __ .. 
Federal Compress & Warehouse Co ___ _ 
Independent Warehouse Co., Inc ..... _ 
New Orleans Compress Co ........... . 

Public Cotton Warehouse ____________ _ 
Shippers Compress & Warehouse, Inc. 
Shipside Storage Co., Inc ............. . 

Lake Charles, La........ Lake Charles Compress Co .......... . 

Beaumont, Tex.......... Beaumont Cotton Compr~ss Co ...... . 
Galv~ston, Tex.......... Cotton Concentration Co ............ . 

Houston, Tex .......... . 

Corpus Christi, TeL ... 

Brownsville, Te:x: ....... . 

San Pedro, Calif ......... 

flouthern Compress & Warehouse Co .• 
Texas City Cotton TNminal, Inc .... . 
Houston Compress Co ................ . 
Gulf Compr~ss Co.------·-·---------· 
T~rminal Warehouse Co ............. . 
Manchester Terminal Corporation ... . 
Inrlepen1~nt Compress Co .......... .. 
Port City Compress & Warehouse Co 
Turnin~ Basin Compress Co .. ---·----
Ship Channel Compress Co ......... .. 
Aransas Compress Co ................ . 
Port <'ornnress Co .. _____________ , __ _ 
Brownsville Port Compress& Bonded 
War~houses, Inc. 

Western Compress Co .............. .. 

Representative 

J. S. Jenkins, Jr., president. 
G. A. Gordon, president. 

Do. 

Do, 
Dupuy Bateman, Jr., president, Atlan-

ta, Ga. 
E. II. Planck, president. 
Horar,e Turner, president. 
Dupuy Bat.eman, Jr., president, Atlan· 

ta, Ga. 
Grenville Mellen, vice president and 

general manager. 
A. G. Ball, serretary. . 
C. A. Berte!, president. 
.J. B. Roberts, superintendent. 
C. T. Tyler, superintendent. 
A. H. Murller, vice president and gen• 

era! manager. 
R. o. Baumbach. 
W. T. Dillon, mana~er. 
E. L. Franks, superintendent. 

J. M. Johnson, Vice president, Hons 
ton, Tex. 

Roland Jones, Jr., Secretary-treasurer. 
Leland Dennis, vice pr~sident and 

general manager. 
F. J. Herbelin, general superintmdent. 
G. E. Drewery, president. 
J. M. Johnson, vice president. 

Do. 
Do. 

R. Dow Ernst, pr~sident. 
T. M. Whitt.in~ton. 
F. W. Schumacher. 
G. T. Christensen, manager. 
W. E. Jesup, mana~cr. 
J. K. Cain, pr~sident. 
Frank W. Crook, presirlent. 
S. E. Walker, vice president. 

J. C. Dellinger, president, Los Angeles, 
Cali!. 

E. H. LOCKENBERG, 
Secretary-Treasurer. 

Mr. WmTE. The association is opposed to the enactment o£ S. 262, 
believing it inimical to the best interests of the farmers, the Govern
ment, and the entire cotton warehousing industry. They. regard it 
as an amazing attempt to eliminate the competition of port compress 
and warehouse facilities for the storage of Government-owned cotton. 
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Aside from the utter unfairness of this bill to port facilities we 
see no reason why the cotton farmer and the Unit~d. States Gove~·n· 
ment should be deprived of the benefi~ of competltl~n between In
terior and port facilities, and the resultmg better service and reason
able rates. 

This bill as drawn will effectively create a storage monopoly in the 
interior. R?ferences to competitive bidding are wholly meaningless, 
as other terms and conditions prescribed will completely and perma
nently eliminate actual competition in bids for the stora.g~ of ~ott.on. 
Whf'ther intentionally or not, these references to compPtlhve biddmf.! 
serve no purpose except to camouflage aJ}. effective prohibition of any 
competition m bidding. 

Competitive bidding is limited to warehouses within a given "vi
cinity" but even then bids are permitted only if "reasonable" storage 
rates are not available within a given "vicinity." 

The standard to be used in determining whether a storage rate is 
"reasonable" is the storage rates which were in effect during the years 
1936-40 inclusive and as a result it appears that a rate of 18 cents to 
20 e~?nts will necessarily have to be regarded as "reasonable." 

Surely any warehouse within a given vicinity, now storin~ cotton 
at 12% to 15 cents, would be willing to store Government-owned or 
Governnwnt loan cotton at 18 cents to 20 cents, and would gladly 
make such rates available. The Government would tlwn be in no 
position to request competitiye bids because the legally prescribed 
"r<>asonable" rates would be available within every given "vicinity." 

The resulting inte.rior storage monopoly can only mean that both 
the cotton farmers and the Government will be forced by law to pay 
a substantially higher storage rate than the rates now in effect, or 
than the rates now available at port compress and warehouse facilities. 

The argument of the Federal Compress Co. and its Mississippi Val
ley satellites, and of the Southwestern Compress and Warehouse As
sodaiton, and their incidental affiliates, has been presented to you as 
if the interior facilities had a long-established and God-given right to 
store all the cotton produced. 

Actually storage of cotton at interior points, other than ,the larger 
conc('ntration centers, prior to the loan program was for extremely 
limited periods-not as much as 90 days on the average, as the head of 
the Federal Compress Co. testified last week. 

In ordinary commercial usage cotton moved fairly rapidly through 
the interior presst'S and warehouses to the warehouses at ports or 
interior concentration centers where it was stored in virtually fire
proof warehouses with extremely low insurance costs. 

The interior pre._"SeS derived a major part of their revenue from 
rotn}H't'ssion charges which WHe and are approximately 60 cents a 
b:~le for stai~dnr:d den~ity and 75 cents for high density cotton. They 
l-t!ll ha,·e tillS highly Important source of revenue, though their testl
!nony completely obscures this fact. That will cut a substantial hole 
m tht> costs testified to bv Mr. Reed. 

On this compression r~venue, Mr. Chairman, I have here tariffs for 
t ~~~' Fedm1l (~oi~1P:n'~ ~ WarehotlSt> Co., whi(·h is certainly representa
t 1\'(' of tht> ~hs.-.Issippt '\alley. There has been reference to the charge 
of l:i f't'nts a bal(' th4:' first month. This charcr~ of 15 cl'nts per bale 
1 t' ' wwever, rovers the first month's storage of flat cotton, and, in paren-

:.!11~:!7:.!-H-12 
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theses (if this company comprl'sses the cotton). If it dol's not com
press the cotton : 

First mouth's storage of flat cotton, if tht> <'Ompuny does not compress the 
cotton, including receiving from railroads. trucks or wagonl'l, receiptiug ftll', 
tagging, insuring against loss or damage by fire, as pl'Ovided by rnle 17, weighing 
and sampling on arrival, if desirt>d, and delivered to cars or truek, per bale, n 
cents. 

So that the Federal Compress Co. is assured of getting this 75 cents 
per bale if they ~o not get the compression of the flat cotton, or of 
getting the 15 cents per bale and a charge of 12 cents per hundred
weight, which is approximately 60 cents plus per bale if the,y do get 
the C()mpression; and in addition a charge, I believe, of 5 cents for 
shipping the cotton by tag numbers, and cotton can only be shipped 
in that fashion. , 

So that in any case, when the cotton comes into the door of the 
Federal Compress Co., that company has a pretty sound assurance 
that it will get 80 cents per bale out of that bale of cotton. 

Senator AIKEN. And that is for 1 month~ 
Mr. WHITE. For the first month. Of course, that includes, if they 

compress, the compression service, but if they do not compress it bnt 
ship it out flat, then they still would get the. 75 cents per bale for the 
first month. . 

Senator BANKHEAD. Incidentally, very few of the warehonRes in 
Alabama have compresses. 

Mr. WHITE. I think that is a fact that this committee should care-
fully consider, too. · 

Senator RussEIL. I am much impressed by what this witness has 
said, and some of the other witnesses I have heard-unfortunately I 
have not heard all of them-that this is considered as a fight between 
large interior ·wa.rehouses and large warehouses at the ports. I am 
not concerned with either one of those directly. I think that either of 
them are large enough to take care of themselves, but I am very much 
interested in these smaller, independent warehouses that are scattered 
throughout my State, that have no facilities at all, and they have a 
very high insurance rate that is not paid by eitlwr the port warehouses 
or the large interior warehouses. 

Senator BANKHEAD. I think that is where the fight is, and I think 
everybody else thinks so, including l\fr. '\Vhite. 

Mr. WHITE. East of the Mississippi, Senator, you have the prob
lem of the small warehousl'. There is not so much of that west of 
that line. What this association is complaining most bitterly about is 
that you allow the situation of your small interior ":arehonses in the 
Southeast to affect also and control their competition with the other 
big interests, other big compress interesti;. 

Senator ll.\NKHE.m. It seems like the chief opposition has not been 
from the Southeast, but from Texas, Oldahoma and Arkansas) Mi!'
sissippi, and Tennessee. Why clo you think it is Southeastern? I will 
admit that everybody in the Southea:-,t, practically, is one side of this 
ficrht. 

t=>Mr. WHITE. I did not say that the chief opposition to the hill ('ame 
from the S')utheast. 

Senator Rus:':ELL. I understood yon to ::-:\y that the chief s•tpport 
came from the Mississippi Valley and the Southwrst. ~\.s 1 ·:i-:>·:: tlt:.· 
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:t-ituation the small warehouses in the Southeast do not compete in the 

' Southwest. 
~Ir. WHITE. That is right, and what has happened is that the small 

interior warehou~men of the Southeast have held an umbrella OYer 
t lwir big competitors of th~ Southw£>st and the ~~i~sis~ippi Valley: 

Senator RrssELL. But tlus gets beyond the questwn of warehousmg. 
I happen to ha,·e been bo.rn and r£>ared, righ! in the ntiddle of a cotton 
farm near a !:;mall town m northeast Geoq!Ia where they do not hnw 
ot>ven the larger plantations. It is a small farming area. and I know 
something about the value of tht>se warehouses in the economic set-up 
and how it uffects the lives of the· farmers. If you put these little 
warehousemen out of business in these smaller towns, you have done 11 

great injury to the farming interests, not only from the standpoint of 
:--torage charges, but from having from ye~r to year continuing serYice 
there to the farmers, and I know these httle warehouses cannot get 
along if you move all this cotton from them, without increasing their 
rates, and if they are put out of business there will not be any inde
pendents, and the big port warehoust>s and the big interior warehouses 
will come into this section and we will have monopoly, and eventually 
they can charge the farmer 75 <."ents a month or anything they wnnt 
to ~n a bale of cotton. I am concemed about these small, indt:>pend!.'nt 
warehouses, and I hope we can work out some amendment that will 
take care of them. I am not going to hold an umbrella over any
body. If it is based on number of bales or something like that, I will 
be perfectly willing to go along with it. 

l\fr. WHITE. I do have an approach to that question a little later in 
this statement, which I would like for you to consider. 

Senator AIKEN. May I ask one questiqn thnt may help me as I 
go along. Do the facilities, the warehouses, buy and sell cotton 
themselves¥ Do they buy cotton from the grower and store it in their 
()Wn warehouses and then sell it! . · 

Mr. WHITE. The larger compress companies and warehouses do not 
u8ually engage in the actual purchase and sale of cotton; however, 
thl' small warehouse about which Senator Russell has talked, quite 
often perform otlwr functions than storage-, among them the sale of 
cotton for the producers, .and in some cases actual purchase and han
dling of cotton. 

Senator AIKEN. But most of them act as an agency~ 
Senator RussELL. That is right. 
Senator AIKEN. But some buy and sell themselves! 
Mr. WmTE. Yes, sir. Of course, they do not buy and store and 

sell. 
Senator BANKHEAD. They do not buy and hold, in other words~ 
Mr. WHITE. No, sir. 
Senntor BANKHEAD. They do not do that. 
~lr. WniTE. One thing has happened on that of which I have heard 

~ome complaint by Conunodity Credit Corporation officials, and that 
1s the purchase of loan equities by warehousemen. Some warehouse
men have adopted the plan of })Urchasing the loan eguities with the 
a..~uranre that that cotton would remain indefinitely m the loan the 
farmer I~o lon~er having any interest in it. If a nian could bu~ the 
loan e-qmty at 50 {'ent~ and coll~:t 2? ~nts a month per bale on "that. 
hi' r~•uld l~t• sn~-e thnt 1t would rem:un m storag<> indefinitelv bt>cause 
of Ins ownt>~·~lnp of the t>quity. · 
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Senator AIKEN. And is the cotton in the small southeastern facili
ties all compressed~ 

Mr. WBITE. No, sir; it is not. 
Senator RussELL. They do not enjoy the benefits of this compression 

fee that he is refen·ing to. That is what I am primarily concerned 
about. 

Senator AnrnN. They are really in a very different position than 
these larger ones? 

Senator RussELL. Entirely different. 
Senator BANKHEAD. The large interests, large buyers, like Ander

son and Clayton and that class, the1y arrange with the warehouses at 
various points to buy for them. I do not mean particularly Anderson 
and Clayton, but I do know the large buyers have arrangements cf 
that sort. Usually when they buy cotton they do it for somebody else. 

Mr. WHITE. I think they act either as agents or buy for immediate 
resale. 

Senator ElLENDER. Could you answer this question, as to why it is 
you do not have very much compression in the southeastern part of 
the country ? 

Senator BANKHEAD. They have not got the money to buy compresses 
with. 

Mr. WHITE. No; I think it is because compression was developed 
originally in connection with export commerce~. 

Senator RussELL. Undoubtedly, because all of the cotton growing in 
this section is used in the Carolina .and Georgia mills, most of it, and 
they do not want it compressed. 

Senator ElLENDER. That is what I wanted to bring out. And as a 
matter ~f fact a good deal of the cotton that is and has been grown 
in the southwest, the greater part of it was export business. 

Mr. WmTE. That is right. . 
Senator ELLENDER. And that is why the compressing of cotton 

developed in that area. 
Mr. WmTE. That is right. The flat loan program of 1933 and 1934 

reversed this well established usage of movement of cotton through 
interior plants to concentration centers and ports for storage. It 
accumulated huge stocks at interior points and greatly reduced the 
volume of cotton available for handling by port and concentration 
center warehouses. It wasn't long before the interior presses began 
to tnllr about "their" cotton and began a useless expansion of storage 
space which will plague the entire industry when normal conditions 
return. This artificial situation which resulted in long-time interior 
point storage will last only so long as the loan program fixes the price 
of cotton. 

When I was in the university I had a professor of whom I was very 
fond, who married a woman who owns a large ranch in Texas. The 
first year or two he talked about his wife's ranch. A couple of years 
later he was talking about "our ranch," and by the time I left the 
university he was talking about "my ranch." Well, this cotton has 
gone through the same evolution. First it was the producers' cotton, 
then Government cotton, and now it has become "our cotton," so far 
as the interior compresses are concerned. [Laughter.] 

84'nator BANKHE"\D, That does not apply, I suppose, to the ports~ 
Mr. WHITE. No; we have not had it, Senator, so we have not been 

able to talk that way. 
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Senator BANKHEAD. But if you could only get in on it~ 
Mr. WHITE. Yes, sir. [Laughter.] . . . 
Senator ELLENDER. Mr. White, do you agam d1scuss the q~stlon of 

compressing cotton, in your statement~ If not, I would like to ask 
you tllis: What added ad,·antage is there to the warehouseman who 
compresses cotton, except the saving of the space that may be afforded 
because of that compression~ 

1\Ir, WHITE. That and the revenue, of course, which he derives from 
the compression charge. 

Senator ELLENDER. But the fact that he compresses the cotton en
ables him to put more cotton in the warehouse~ 

Mr. WHITE. Yes; as Mr. Taylor testified, he doubles the capacity 
of his warehouse by storing cotton in compressed form. 

Senator ELLENDER. Is the farmer charged for this compressing of 
cotton~ 

1\lr. WHITE. Yes. 
Senator ELLENDER. How much~ Do you know~ 
Mr. WHITE. He has to pay this charge, which is 12 cents per hun

dred weight, or 63 cents per bale, if the cotton is compressed. 
Senator ELLENDER. If he does not choose to have his cotton com

pressed, is the rate for storage greater Y 

Mr. WHITE. In some compresses it is greater. There is sometimes 
a distinction between the rate charged for compressed cotton and the 
rate charged for uncompressed cotton, but in general these tariffs make 
no distinction. 

Senator ELLENDER. Does the Commodity Credit Corporation make 
any distinction as to charges for compressed cotton as contrasted with 
charges for noncom pressed cotton~ 

.Mi·. WRITE. I do not believe it does. 
Senator ELLENDER. So that those warehouses that own compress 

machines are at a decided advantage over those who do not own com
press machines? 

l\Ir. WHITE. They do have the advantage you point out. 
Senator ELLENDER. That is, they have the advantage of having the 

farmer or the owner of the cotton pay for the compl'l:'::,sion, and 
because it is compressed they can put more of that cotton in their 
warehouse? 

Mr. WHITE. That is correct. 
Senator ELLENDER. I am given to understand that another of the 

reasons why the cotton in the Southeast is not compressed is be
cause the mills of that section do not like to buy compressed cotton. 
Is that ~·our understandingl 

Mr. WHITE. They prefer flat cotton. That is true. I could not 
say that they. ~o not like to buy compre~~ cott01~, but they cer
tamly preft'r 1t m standard form, or prefer 1t m flat form. 

St•nntor ;ELLENDER. Do you know whether or not compressing cot
ton aff('ets It anv wav l 

Mr. W ~l'I'E: i do Ilot think it affects the cotton in the final analysis, 
hut I bt.'heYe It does make some differenee in the ease with which it is 
ftutft>d out in some pr<'liminary processes. 

&•nator EuENDI.R. It do<'s not affect the oualitv of the cotton ut alll 
. ~lr. W~nTE. ~o; alth~1ugh I think some 1~1ills hare a definite preju: 

Oh.'t' agam:'t lugh-demntv cotton as compared to standard den . .;;itY 
whieh is one form of conipression. . ·' 
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Senator ELLENDER. Is thl're any s:aving in the freight rntes as b€'

tween compressed and noncom pressed cotton~ 
Mr. WHITE. There is a very distinct saving. As a matter of factr 

under the rate svstems that ar!" in f'ffect, there is really v!"ry little 
choice in moving cotton in flat form-I mean the penalty on' mon'
ment in flat form is so hl"avv that compression is forced. and the 
interior compress crowd and thl'ir interests are more responsible for 
that difference and the establishment of that situation than any othe1~ 
factor. · 

Senator ELLENDER. Are yon familiar with the difference in charges?' 
Mr. WHITE. Not in deta'il; no. ~ 
Having tasted the heavy profits resulting from the addition of 

income from long-timt> loan cotton storage to their usnal compression 
and tum-over revenue, the intHior compresses, with a few exceptions, 
have surrendered any part of "their" cotton only if all the political 
pressure they could muster-and I will say it Is considerable-was 
ineffective. Of course, the Federal Compress Co. gave its own consent, 
under the terms of the Bankhead act-I should make it clear that we 
are referring to the amendment which controls the movement of the 
loan cotton, in which the producer still has an interest-the Federal 
Compress Co. gan its own consent to the reconcentrntion of some of 
its cotton to its plants in the concentration centers at New Orleans 
and Memphis, and a few more far-seeing interior operators deliber· 
ately chose to permit the C. C. C. to move some of their cotton rather 
than to build additional facilities. 

The port association b!'lieves that the interests of both port and in
terior warehousem!'n will be best served by the d!'velopment of a 
program which most nearly fits into the normal pre-loan situation. 

Actually there will likely be plenty of cotton for all as long as the 
European war lasts. The logical course then is to place in the con
centration centers, sueh as Memphis, Atlanta, Birmingham, Augusta, 
and the ports at competitive rates-in farilities built expressly for low 
cost storage on a volume basis-the ·cotton which is likely to remai111 
on hand for a considerable period and which 1mder the present law 
can only be exported, and to encourage by proper methods and ade
quate remuneration the handling of new crop cotton in whieh pro
ducers still have an equity at interior plants and at smaller facilities 
which are best suited for that purpose. 

I call your atten~io~ particula.rly, Senator Russell, to the suggestion 
that the cotton which IS to remam on hand for a long period be placecl 
where it can be stored most cheaply. 

Senator BANKHEAD. How can you divide the cotton that way~ 
Mr. WHITE. We think. it is di,:ided in two ways, one by law, and-
Senator BANKHE.ID ( mterposmg). You mean the Government will 

finally own the farm loan~ 
Mr. WHITE. Yes. sir; and also bv the fact. as I point out, thi~ Gov

ernment-omled cottol! is wry defii1i!ely frozen by legal enactment
by an amendment which Senator Sm1th drafted and I know had vonr 
strong support-which will not permit this cotton to be sold for less 
than what amotmts to 17 or 15 cents per pound now; and in addition 
to that fact, some of this cotton in the 1934 holdings, for instance, 
has gone throu~h a sifting proce!'s already~ and the only place whrr~ 
that cotton r11n likely be marketed, or where I, frankly, think you will 
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permit it to be marketed, is in export commerce. I will explain why 
I think that in a moment. 

Then as to the small warehouses which have direct producer rela
tionship to encourage them by proper methods and ~dequ~te remunera
tion to handle the new crop cotton and that cotton m whiCh producers 
8till have an equity- . . . . . 

Senator RussELL ( interposmg). They w1ll not have any 1f you JUSt 
confine them to that, bec~use. untier ~he present loan fixed. by the CoJ!l
modity Credit CorporatiOn m relation to the market pnce there will 
not be a great deal of it. One little warehouseman, in my home town, 
by the name of R. L. Rogers, had about 1,800 bales of this producer 
cotton in his warehouse, but that has gone down to about 300 bales 
now because he has sold it all out. Under your suggestion he would 
not have but 300 bales of cotton to store in his warehouse, and tha.t 
would be constantly decreasing as tlwy continue to sell the rest of it 
out. 

Mr. WmTE. I may be mistaken, but it appears to me that his revenue 
and the revenue which he is entitled to comes from the particular 
character of service which he is best fitted t.o render there.. I cannot 
see much reason why the Federal Government would wanL to encour
age the storage of its cotton at a point where the insurance rates sav, 
are as high as 6 cents per bale per month. On the other hand, I do 
think it is unfair for the small warehouse in the Southeast to have
its charges put definitely on a basis so that if cotton moves out rapidly 
he does not get but 15 cents per month. He ought to have some addi· 
t.ional remuneration if the cotton is not store.d for a longer period 
which will protect him fully in performing the service which he is. 
designed to render. 

Senator RussELL. Unfortunately, I have to agree with you on that,. 
because they have been very dilig-ent in the last several years in forcing 
down storage rates, even on this shifting cotton, or whatever you 
t(ll'JU it. They hal"e already brought the prices down--

~enator BANKHEAD (interposing). From 25 cents to 12% cents. 
Senutor RussELL. To about 15 cents on short-term cotton, on this 

year's crop. While that all inures to the benefit of the producer and 
I ha,·e no complaint to make about that, but there is a. certain separa
tion point where you will break the little warehouseman and therebv 
do tremendous injury to the producer beeause he will not have the 
service of the warehouse. 

Mr. "~HITE. I think you ha,·e a different type of problem in that 
case, but I do believe that if that is a problem that has got to be 
worked out. it can be worked out in an entirely different fasf1ion. 

Senator ~LLENDER. To my way of thinking, as was pointed out last 
W('ek, that 1s thE> crux of tlus whole question. I do not believe any of 
us would w~nt t? cut the price of storing that cotton to the point 
wlwrl" t}wS(' mtl"rwr wnrE>houses would have no other altemative than 
to either g'l't out of busin('ss or raise the price, and if thev did rai~ 
the price, of rourse thut would ll(>('essarily fall on the ba.cks of the 
farmt.>r~. would it not! • 

Mr. WHITE. Yes. sir. 
&'nato~ EILE.-...'DER. X ow let me ask you this: .A.re you familiar' 

enoug-h w1th thE> cost of storage to tell us whethl"r or not a warehouse 
lO<."ated anywlu•re on the coast rould handle cotton at let us sav 10. ' . , 
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cents a bale per month unless it was understood in advance that that 
cotton would become immobile, say, for 10 months or a year or 2 years~ 

Mr. Wmn:. I would rather not try to answer that question, Senator. 
I am not sure. 

Senator RussELL. I do not mind giving it as my opinion that some 
of them would handle it for a whole lot less than 10 cents a bale, just 
to be able to get it. 

Senator ELLE...~DER. I understand that probably because these coastal 
warehouses are, empty, some of them might be willing to take it for 
6 cents a bale or 5 cents a bale, provided it was understood that the 
cotton would remain, or they had reasonable expectation that the 
cotton would remain for a year or so. But I believe that the commit
tee would be interested in finding out from your witnesses, yourself, or 
anybody in the opposition, and let us write into the record their honest 
views as to whether or not it would be possible for those warehouses 
to handle cotton as cheaply as they are now bidding for it, i£ they had 
to take that cotton and move it, the same as the interior warehouses 
have to do, that is, as was brought out, some hold it 60 days, others 
a few months, and others 4 months. To my way of thinking that is 
the point in the case, as a lawyer would say. 

Mr. WmTE. We will try to develop some testimony on that before 
we conclude. 

Actually there is not sufficient space available in port and concentra
tion centers to store all of the 6,200,000 bales of frozen Govemment
owned cotton. I am sorry to say that so far as I can see the available 
business is likely to overcrowd the entire industry during the next few 
years-sorry because of the effect on the American cotton industry 
other than warehousemen. 

If the war doesn't end this year, another 3,000,000 bales will likely 
go into the loan next year, and again the next. Social considerations 
are likely to prevent any further material reduction of cotton produc
tion until we reach the conclusion that our foreign markets are defi· 
nitely gone. 

The outraged howl that arose from the organized interior interests 
when the C. C. C. asked them to bid to keep "their" cotton came as a 
distinct surprise to the port group. There was no such howl when 
the ports were compelled to bid against each other in the fall of 1939. 
No Senators or Congressmen leaped to their rescue. There was no 
such howl when the New England warehouses were compelled to bid 
against each other to store the 300,000 bales Congress directed be sent 
to them, after the last interior political campaign when they almost 
bloeked the barter deal. No Senators or Congressmen leaped to their 
rescue. But propose to move a bale of cotton belonging to the South
western Compress and Warehouse Association and the Federal Com
press Co. to the ports, and delegations pour into Washington using 
every device of misrepresentation and pressure in their well-stocked 
arsenal. They would show the Commodity Credit Corporation 
whether that corporation could take "their" cotton away from them. 
The port assoeiation makes no pretense of a purely detached interest 
in this matter, but because it likewise makes no pretense of political 
potency and becau:;;e it is not in the habit of mixing actively in political 
campaigns, it realizes that its members only hope to stay in business 
depends upon the conduct of Government business on intelligent oom · 
merci;tl pl'incipb· rat!·ter than upon a political pressure basis. 
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As counsel for the American Ports Association I can tell you that 
many members of that association did not .like the form i~ w-hich they 
were compelled to bid; some members who have substantial stocks of 
Government and loan cotton didn't want to bid at all. Like the in· 
terior group they would have preferred to limit their bids to new cot;. 
ton and maintain the present rates on their existing stocks. 

Senator ELLENDER. At that point why were they not a~xious. to 
bid~ Might it not be because they had. reached the saturatiOn pomt: 
in the charge that could be made for stormg that cotton~ 

Mr. WHITE. They figured that by taking- the stocks they had on 
hand, and J?robably what they felt they would have to bid, as compared 
tG their ex1sting rates, and this determined whether it was profitable 
for them to bid for more cotton or not. 

Senator ELLENDER. New cotton~ 
Mr. WHITE. Yes. And obviously, if their return would proba:hly be 

less under the new system, the idea of bidding was not too welcome, 
either to interior or to the port interests; it would be welcome neither 
to the port interests or to the interior interests who have the cotton. 

Senaor ELLENDER. You can see the force of having the question 
ventilated. That is the question I raised a while ago. 

Mr. WHITE. Yes, sir. 
Senator ELLENDER. And you are going to try to do that¥ 
Mr. WHITE. Yes. 
Senator BANKHEAD. Mr. White, do you know who prepared that 

form of bid~ 
Mr. WHITE. No, sir; I do not. If I could have made any sugges

tions, it certainly would have had some very distinct differences in 
it, but, so far as I know, no one outside of the Commodity Credit 
Corporation was consulted about it until they actually put it out. Now 
I happen to know that the National Association of Warehousemen 
has often asked to have some opportunity to consult with the Com
modity Credit Corporation on matters of that kind, where thev feel 
that there is a common interest among all concerned, but there was no 
such consultation in this case. I am sure both the interior people and 
the port people would have been happy to have made some suggestions 
in the actual form of those contracts. 

Rt>tmtor B.~NKHE.m. It is verv confusing, if it is not in the form in 
which it is set upt • 

l\Ir. WHITE. I do not think you can say it is confusing to a man 
who untler:'<tands the terminology of these warehouse companies. 

&•11ntor BANKHEAD. "11ut about including rotton in here that be
long-s to the farmers, loan cotton~ Do you not think they knew they 
could not move that~ 

Mr. WHITE. I am cmwinced tht>y did. 
S •n:t tor BANKHEAD. Why do you suppose they put it in the bid I 
~lr. WHITE. I think that is thE' question thev should be a~ked. 
~enator R-\NKHE.\D. Did not that make it confusing to the ware-

housenH?Il' · 
Mr. WHITE. It may haYe. 
&nator BANKHEAD. And they have sent bids in. both the ports and 

the others, with a statement of facts and position precedent that 
camwt he carried out. 

~lr. WHITE. I would not sav it cannot be can-ied out that what 
tlwy have obligated tht>mselws to do cannot be carried dut. 
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Senator BANKHEAD. It eannot be carried out unde~· the Bankhead 
Act. 

Mr. WHITE. Insofar as loan cotton is coneerned, the port ware-
house people were aware, and I presume the interior people were too, 
that after the bids were in, the Commodity Credit Corporation was 
'Compelled by law to look at th~ average rate and then give the in
terior warehousemen storing cotton at the present time the 1·ight to 
Jneet that average rate. 

Senator BANKHEAD. Why do you suppose that l They did not leave 
anything open. They sent out for the best bids they could get, and 
seemed to indicate that they would consider or accept lower bi(1s or 
anything else-"take it or leave it" as we present it to you. "If you 
can outbid all of your competitors, all right." • . 

Mr. WHITE. So far as the port people are concerned, I advised them 
they could not hope to obtain any of the cotton in which there was a 
loan equity. 
·Senator BANKHEAD. ·Maybe the others did not have such good legal 

talent. 
Mr. WHITE. Knowing Mr. Reed as well as I do, I am com1nced they 

had better. 
Senator BANKHEAD. I think you are both competent, but you were 

not available to the rank and file of the warehousemen, the ones that 
Senator Russell referred to, and that I am speaking of. 

Mr. WHITE. I do not believe th.at the Commodity Credit Corpora
tion would have moved any of the cotton. I am convinced that they 
eould not have, or would not have, and I am sure they would have 
advised the interior warehouseman of his rights to nieet that rat!.'. 

Senator BANKHEAD. You mean after the port warehouses underbid 
him, as everybody 1mderstands they would, the interior warehouse
man woud have to include farmer-owned cotton in his bid too, and 
the port warehouseman did not have any of that cotton, and the bid 
was to that extent favorable to the port people. The interior fellow 
l1as to put local cotton in his warehouse, and he is bidding on what he 
is going to have to charge for storage locally. Now what right did he 
nave to suppose that the ports would underbid him substantially).. and 
then the Commodity Credit would open it up again and say, "come 
along now and see if you can underbid these fellows again. Come in 
on another basis. Get hold of your locally owned cotton and ju4 bid 
-on what the ports have got in mind they are bidding on." 

.Mr. WHITE. Senator, I think tht> terms of your amPnclmt>nt to that 
act are pretty well known among all warehousemen~ small as well as 
large. 

s~nator BANKHE_ID. W' ell, I do not know about that. I doubt it very 
seriously, the details of it. I for~et some of this myself. I had to 
send out and get a copy of it when I was telling Senator Russell about 
it when I was down home. [Lau~hter.] Nobody could keep in mind 
all the details of these things. That is impossible, and we might as 
well admit it. 

8::-nator ~"'l>ER. lir. "1~ite, since vonr discussion of these bids 
and so forth, I wonder if it would intermpt you if I should ask you 
a question in respect to the point that was raised by Mr. Reed when 
he t~tified. I believe Mr. Reed stated that only the port warehouses 
-could bid on tl1ese forms 55A2 and 55~\3, because the contract forms 
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required the bidder to deliver the cotton to shipside at 15 cents. Do 
you agree with that interpretation? · 

~Ir. WHITE. No, sir; I do not. That is, of rourse, a rather interest
ing point. 

Senator ELLENDER. May I ask, did you discuss these forms in the 
early part of your statement? Because I do not want to encumber the 
l'ecord. 

Mr. WHITE. Only briefly, but I do have one of those forms here 
l.>efore me, and my study of that point which Mr. Reed raised leads 
me to two conclusions: First, that by general trade customs, as 
Colonel Garsaud pointed out this mornii1g,~ no one believed that these 
interior warehousemen are going to be required or asked to make ship
~:ide delivery of the cotton, 
· S€'nator BANKHEAD. Why do you suppose that was put in there~ 
.Mr. WHITE. Because it was a sort of a shotgun affair, covering both 

port and interior facilities. 
I'W11ator BANKHEAD. Do you not think it looks on the face of it as 

though they had the bids fixed up for the ports~ 
~Ir. WHITE. No, sir. As a matter of fact, I am going to point out 

why I think it was unfair to the ports .. 
Senator EILENDER. Exactly what do you mean by "shipside~" 
Mr. WHITE. Well, the shipside service which is covered· by the 

iariffs of most all of these compresses at the port city means that the 
warehouse company will deliver that cotton to the ship's side, so that 
it ean be loaded on the boat. 

Senator ElLENDER. How can that occur in the interior? 
.Mr. WHITE. It cannot. 
~enator ELLENDER. Then why put it in~ 
.Mr. WHITE. Because this is a contract relating both to interior and 

pol't people. Now the warehouSt'man did assume some very definite 
·obligations under this. He agreed he would store the cotton he had, 
•tontinue to store it there. He Ul!reed further that he would accept 
:(dditional cotton such as the Commodity Credit Corporation might 
deliwr to him. He then agreed that if he performed or rendered cer
tain services. the charges would be as follows: He did· not agree 
that he wouhlmake shipside delivery for that charge. T~re is no 
obligation on his part, but if he did perform that service, then he was 
-c•ommitted to the 15-("('nt charge. 

Senator ELLENDER. That could not affect the bid, then, unless you 
had in it the shipside service. 

Mr. W"mTE. Thnt is right. Of course, if your warehouseman had 
in his tariff assrnued geuernlly to the public the obligation to make 
l'hip~ide delinry, then the Commodity Credit Corporation, like any 
othPr customer! could call on him to perfo11n it. But the interior 
}li'\'Nlt>S did not carry such an item. 

~t>natot· Eu.E~DER. And that shipside sen·ice did not go into effect 
until tht" cotton was actunlly shipped to the ports 1 

~lr. WHITE. That is ril!ht. 
S?nator EILENDER. So that this 15-cent char«e here was predicated 

1111 the rot ton rPCei,ing that kind of service~ e 

~lr. WHITF- That is right. And it was a limitlttiou on th., charge 
that tht> wat·t>hous:emnn (;Ould re~.-ein•. nnlu_,l' tlum an obligation 
lilt t ht> ('OIIt l'lldOl' tO {lt'rfonu that :'t'f\;t't'. 
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The port people felt, contrary to wh!1t Mr. Reed stated, that ~he 
form in which the bids were taken favored the interior warehouse
men. Under the Bankhead law the port warehouse has no chance 
to get any loan cotton-i. e., cotton in which the producer still has . 
an equity ....... if the intel'iO'i' warehouse, after notice, meets an average 
price available elsewhere. 

This right of the present storer to retain the storage if he meets 
some average rate considerably higher than a particular bid is r~
garded as grossly unfair by members of this association, inasmuch as 
it gives their eompetitor a second look which is denied them. Mo5t 
buyers would refuse to bid in an ordinary &uetion conducted on that 
basis. Nevertheless, that is a; right Congress saw fit to give interior 
warehousemen, and one we have no doubt the C. C. C. will observe. 

We do not regard the question of the statu-s of the provisions of 
the Bankhead amendment controlling the movement of cotton in 
which the producer still has an equity as at issue here, but we Glon't 
want any member of this committee to keep the impression created 
by Mr. Reed that any provision of that amendment was of any great 
benefit to the port presses. 

In effect, unless there is gross inefficiency, or gross violation of 
contract by the interior warehouse, the Bankhead amendment simply 
gives the interior warehouseman an option to let cotton move to 
the ports at his own election---without regard to the wishes of the 
producer owning the cotton. 

Senator BANKHEAD. That is by not aceepting reductions~ 
Mr. WHITE. That is right. Or if for any other reason that may 

influence him, he can tell the Commodity Credit Corporation to move 
the cotton. 

Senator BANKHEAD. Well, I guess the port could get rid of the 
cotton too. You would not want to make it so that nobody could 
get rid of the cotton if they wanted teA get it out~ 

Mr. WHITE. No; I would not. But you will notice, of course, that 
it does mean that the warehouseman and not the producer has the 
optiorr. Of course, the producer also has the option in that he can 
give the necessary permission to the Commodity Credit Corporation, 
and the Corporation can move the cotton. 

Senator BAXKHEAD. He cannot move it, as I understand the Bank
head Act, without written consent of the producer, unless the ware
housemen are unable or unwilling to meet space-storage conditions 
and meet the rates. 

Mr. WHITE . .Meet the average rate; yes. 
Senator BANKHEAD. Up to that point the producer has absolute 

control. 
Mr. WHITE. Under this act, Mr. Taylor reconcentrated some of 

the Federal cotton to his plants at Memphis and New Orleans, and 
some cotton has bt>en moved from plants which preferred to see the 
cotton moved ruther than to meet the average rates determined by 
the Commodity Credit Corporation. The ports are grateful for 
these cmmbs but that's all they have been and since 1939 even those 
have been bestowed on a competitive-bidding basis among the port 
facilities. 

Senator RussELL. Right there, Mr. White, where you say it has 
been on a competitive-bidding basis between the port facilities, your 
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list here shows the names, I believe, of 33 warehouses that a~ mem· 
hers of this association. 

:Mr. WHITE. Yes, sir. . 
Senator RcssELL. 'Veil, how many of them are mdependent ware· 

house.., aml how many are affiliated with Anderson, Clayton~ 
Mr. WHITE. I wilt"huve to look at the list, Senator. I would say, 

while not entirely ct>rtain, that approximately 11 are controlled by 
Anderson, Clayton Co. 

Senator BANKHEAD. You are the Washington attorney for the An
derson & Clayton firm? 

Mr. WHITE. I am a member of the firm which is gene.ral counsel 
for Anderson, Clayton & Co. and many other clients. 

Senator llANIUIEAD. I don't doubt that; I just wanted to know 
your interests, that's all. 

Mr. WmTE. Yes. 
Senator RussELL. Are there any considerable number of them now 

affiliated with any other large cotton concern 1 
Mr. WniTE. Do you mean by that, cotton shippers~ 
Senator RussELL. Yes. 
Mr. WHITE. I think not. Now, that is not entirely true either, 

because, for instance, there is the large Houston Ship Channel Com
pressing Co., which, I believe, has some connection with Alexander 
Sprunt, but in general I think most of them are purely warehouses. 

Senator BANKHEAD. Wl.utt percentage of the capacity on this list 
is affiliated with Anderson, Clayton 1 

Mr. \VmTE. I do not know the figures on that, but we will be 
glad to make that clear for the record. As a matter of fact, we 
plan to do that a little later through another witness. 

Senator ElLENDER. You mean of these warehouses~ 
Senator B.\NKHEAD. He says 11 of them, I believe, are affiliated. 

How many on thiR list? 
Mr. WHITE. 33, I believe, I have not counted them. 
Senator RussELL. Does Anderson & Clayton own the stock in 

such a way as will give them control absolutely9 
Mr. WHITE. I simply do not know; they may own a .few shares, 

but nothing that would give them any sort of control over the activi
ties of the warehouses. 

Senator ELI..ENDER. I think Mr. Taylor testified Mr. Clayton owned 
a hloek of stock in the Federal Compressing Co. Y 

Mr. WHITE. He did so testify. 
Senntor ELLENDER. I presume that Mr. Clayton and his company 

does haYe stock in other interior presses, and they own them in
dividually, I mean he or his company. 

~Ir. Wnrrr.. I think they have a few shares scattered around in 
various compresses. 

&>nator RussEu... There is one investment primarily in a lot of 
~..·otton warehou:-;es. It seemed that all this competition you talk 
about boils itself down to competition between a lot of independents 
and 1\ few groups of large warehou~emen ''d10 are more or less in
terltwking or consolidated. 

~lr. WHITE. I think, Senator, if you hear the rest of the testimony 
which we ha\"e prepared and will present here, vou will haYe that 
picture fully cleared up. • 
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Senator RussELL. Well, I have no controversy with you when I 
just ask you about the presses. Now, you have no particular reason. 
for taking that cotton out of these little independent warehouses-

Senator BANKHE ... m. Before we leave that statement you made, you. 
stated the ports have got this cotton on a competitive basis . 

.Mr. WHITE. Yes, sir. · 
Senator BANKHEAD. Did you have bids for them~ 
Mr. WHITE. Yes. sir. 
Senator BANKHEAD. The ports bid for the cotton 1 
Mr. WHITE. Yes, sir. . 
Senator BANKHEAD. Without letting the interiors haYe any chance· 

at it? 
.Mr. W mTE. I think they bid, yes; certain concentration centers 

also bid for it. 
Senator BANKHEAD. Just picked out a group of some ports and 

some interiors and said, "You can bid for this and nobody eiRe 
can?" 

1\Ir. WHITE. I do not know, Senator. 
Senator BANKHEAD. Yon ought to know, Mr. White, representing 

all these people. I never heard it before. 
Mr. WHITE. All I know is that they definitely made the port com

presses bid for it. Instead of telling us you can have this at a 
certain rate, they made port facilies at various points bid for it, 
and the warehouse which made the lowest bid got the cotton. 

Senator BANKHEAD. What is the margin between the low and the
high on that? 

lir. WHITE. I do not think any figures were made public except 
the-

Senator BANKHEAD. Do you happen to know? 
Mr. ":---BITE. Except the bids of those which were awarded the

contract. 
Senator BANimEAD. What were they 1 
.Mr. WHITE. They varied at the different ports. I do recall that 

there were some 9-cent rates. 
Senator BANKHEAD. Any lowed 
Mr. WHITE. I do not recall any lower; there may have been. 
Senator R\NKHE"m. How much cotton was bid off on that basis t() 

the ports1 
Mr. \VHITE. Do you menn how much was actually movE'd to the 

ports~ 
Senator BANKHEAD. Yes? 
Mr. 'WHITE. We can probably ascertain it, but I do not know. 
Senator BANKHEAD. Was there any cotton from that 300,000 bales 

which according to the testimony here that did not go under the 
competiti1e bidding system~ 

Mr. WHITE. I think some cf it went before that in the original 
concentration in 1935, and at that time I do not believe they did take 
competitive bids. 

Senator R\XKHE.m. Your unde1·standing about this situation, when 
was that? 

Mr. W BITE. 1935. 
&mator B.\~KHEAD. When they had competitive bidding1 
Mr. ""BITE. So; in 19:~9. they made the port warehouses bid for 

the coiton which the interior did not want. 
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Senator BANKHEAD. And that ranged down as low as 9 cents l 
Mr. WinTE. I believe it did. · 
Senator BAXKHEAD. So of the cotton let to the lowest bidder, did 

they divide it after the bids were in in any way~ 
.Mr. 'YmTE. They gare it only ~o the lowest bidder. 
Senator BAxKHEAD. Who got 1t? 
Mr. WHITE. It varied in various ports. 
Senator BANKHEAD. How many warehouses participated 1 
Mt·. WHITE. I think practically all pot't warehouses participated 

in bidding in each port. 
Senator BAXKHEAD. I mean in the cotton? 
Mr. WHITE. In each port area one warehouse participated in the 

cotton. 
Senator BANKHEAD. In the distribution~ 
Mr. WHITE. Yes; in other words, the one that had the low bid 

got the cotton. 
Senator BANKHEAD. The low bid, but the bids were confined to the 

ports only; New Orleans, the lowest bidder got some cotton; Hous
ton, the lowest bitlder would get some cotton! whether they were lower 
than the othet· or not? 

Mr. WHITE. No; it was not quite that way, because, of course, they 
would move to the })articular port cotton only whieh was tributar~r 
to that port, and t 1ey would not move cotton to Houston, which 
properly should mow to New Orleans. .As a matter of fact, ewry 
J>Ort warehouse, of course, when it filed its bid had no assurance it 
would get any cotton. It got cotton only if the Commodity Credit 
Corporntion saw fit to more some. 

Senator BANKHEAD. Was that a secret bid~ 
Mr. Wm'I'E. Secret? In one Fense. I think it was han,lled br 

tdC'graph. As a matter of fact they wired the companies anrl aske<I 
thPm to quote them rates. 

St.>nator BANKHEAD. Quote the rntes ~ 
Mr. WHITE. Yes. 
Senator BAXKHEAD. If the New Orleans warehouse bid 9 cents and 

Hou~ton bid 9%. they would divide it and give Houston some of it. 
and New Orleans some of it Y 

Mr. WHITE. No: they would mo'f'e to New Orleans the 9-rent cotton 
that was tributary to that port and move to Houston the 91.~-cent 
cotton--

8enator BANI\HEAD. Whether it was tributary or not was determined 
by the port. 

~Ir. WunE. The freight rates and the transit ft>atm·t>s and the other 
things goinl! into that. 

~t>nator BAXKHEAD. You do not know how murh ~ 
~h'. WmTF.. Xo. I am sure those figurPs cnn })(' obtained from the

Commodity Credit Corporation . 
. ~t•nato1· BANKHE.\D. I thought possibly you might knnw. They 
Jll~t wnnt(•d to S('e how nnwh vou fellows would pa'\" for cotton: thi'\' 
had no id('a, · ' · 

~It'. \YmTE. Xot t>Xactly. We did gire tht>m some bids on rottnn 
tb• the imrrior wanted to mow. 
~nntor lh~KHEAO. Cotton the interior wantt'd t4l mov~> ~ 
)[r, WHITE. Yt>s. 
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Senator BANKHEAD. And they wanted to see how much they would · 
take it for? 

Mr. WHITE. Yes. 
Senator BANKHEAD. That was not comparable to the present pro-

gram where they sent out an invitation to bid to everybody? 
Mr. WmTE. It was comparable so far as the ports were concerned. 
Senator BANKHEAD. I thought you said they wanted it. 
Mr. WmTE. The proposition presented to the warehouses was to 

make a bid to obtain cotton for their facilities. 
Senator BANKHEAD. That is the cotton which would naturally go 

to that port? 
Mr. WHITE. Yes. 
Senator ElLENDER. Mr. White, while you are on that subject, are 

you familiar with the law as to whether or not Commodity Credit 
Corporation is under an obligation to call for competitive bidding~ 

Mr. WHITE. Well, it is my opinion that they are required to call for 
competitive bidding by the wording of the statute relating to public 
contracts. I had intended to refer to that. It is section 5 of the 
U. S. C.A. (Code Annotated), title 51, section 3709, of the Revised 
Statutes, and this provides that: 

Except as otherwise provided by law all purchases and contracts for supplies 
or services in any of the departments of the Government and purchases of 
Indian supplies, except for personal sen·ices, shall be made by advertising a 
sufficient time previously for proposals respecting the same, when the public 
exigencies do not require the immediate delivery of the articles, or performance 
of the service. When immediate delivery or performance is required by the 
public exigency, the articles or service required may be procured by open pur
chase or contract, at the places and in the manner in which such articles are 
usually bought and sold, or such services engaged, between individuals. 

Now the Department was relieved from this provision by statute, in 
the case of purchases of less than $50, and also in connection with cer
tain uses of section 32 funds it was expressly relieved of the provisions 
of this statute. 

Senator ElLENDER. As I understand, the Commodity Credit Corpo
ration has not resorted or I may say followed the provisions of the 
statute in this connection. 

Mr. W BITE. I think that. is correct. 
Senator BANKHEAD. Do you know whether they have been advised 

by the Solicitor for the Department that this law does not apply to 
the warehouse storage? 

Mr. WHITE. I do not know. 
Senator BANKHEAD. Do you not assume that th~y have had .such 

advice? 
.Mr. WHITE. Well, I can make no assumption on that. They have 

gone ahead and asked for competitive bids, Senator. 
Senator B..!.NKHEAD. Yes; after 6 years. That same statute has 

been there for 20 years. 
Mr. WHITE. Yes; but this statute was not effective, Senator, so 

long as the cotton is held as collateral, and did not belong to the 
Federal Gowrnment. Furthemwre, I would construe your amend
ment, the Bankhead amendment, to modify this statute so far as 
cotton in which the producer itself had an equity is concerned. 

Senator E.u.E~J>.ER, In other words, it is your interpretation as a 
lawyer that as to the cotton that is actually owned by the Govern
ment in whieh the farmer has no interest, that it is incumbent upon 
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the Secretary of Agriculture to call for bids for the warehousing of 
this cotton? 

Mr. WHITE. rrhut is my opinion. . 
Benator ELLEI\DER. Would you say that the I_llethod by which the 

Commodity Credit Corporation is now attemptmg to do that would 
comply with this 1~,,·1 . 

Mr. WiiiTE. I tlllnk that It would. _ . 
~enator RussnL. You think that its present method of adverti.s

ing is in accordance with the usual policies of the Department m 
adverti~ing for bids 1 

1\Ir. WHITE. As I understand the Attorney General's opinion on 
that, lte says the method of advertising is left very largely to the 
Department. 

Senator Rn•sELL. And the exiaencies of whether or not they should 
call for bid$ at all are left very largely discretionary by that statute, 
too, are they not'? . . 

Mr. WHITE. Only, of course, where the dehvery or performance IS 

required-no; I think they have a definite limitation, so far as the 
exigencies are concerned. 

Senator BANKHEAD. You would construe that as services, would 
you not 1 

1\f r. WRITE. Yes, sir. 
Senator BANKHEAD. Why would not that apply to every purchase 

that the Gorernment makes-the hiring of people-
Mr. WRITE. Except for personal services. In other words, that is 

an express exception . 
. Senator BANKHEAD. Except personal servicesW 
, Mr. WHITE. Yes, sir. 

Senator ELLENDER. If your interpretation of that statute is cor
rect, then for the past 3 or 4 years, at least, the Commodity ,Credit 
Corporation has not been acting within the scope of the law. 

Mr. WHITE. Since they took title to this cotton, although I cannot 
say thnt the statute would be applicable before they took title to the 
cotton. 

Senator ELLENDER. I am saying 3 or 4 years, having in .mind the 
transfer of quite a lot of this 1934-35, I think, cotton, in the hands 
of the Go,·ernment, that is in full ownership to the Government. 
Now, as to that cotton then, the Commodity Credit Corporation 
would violate that law, would it noU 

Mr. 'YHITE. Of course, they have had this additional point, which 
I think is to be considered, that under the Barter Act, they were, 
by act of Congress, prevented from delivering on the barter deal 
any cotton which was moved, and they could not very well take pub
lic bids, which would assume they would move some cotton, and 
then nt the same time say, "Well, we cannot move it, because we are 
carrying on this barter deal." 

Senator ELLEXDER. The barter deal, as I remember it, covered 
600.000 bales. , 

~lr. WHrrE. It cowred 600,000 bales of particular qualities. As 
a matter of fact the ret\son they resampled all their cotton was 
bt>eause they had n'ry great difficulty in locatin11 enough of the 
cotton of the particular qualities to move. ~ 

:!!q:!i:!-H-1:1 
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Senator BANKHEAD. Is it the contention of Anderson & Clayton 
that it would be the duty of the Commodity Credit Corporation~ 
after advertising for the lowest bidder, i£ Anderson & Clayton bid 
the lowest price, they could move all of that cotton to Houston, 
Tex., from the South' · 

Mr. WHITE. No, sir. 
Senator BANKHEAD. Why¥ 
Mr. WmTE. Because it has to take into account so many of these 

other features-! think they have large discretion still, because they 
have to take in the railroad costs, and all the other costs of procuring 
the proper service in determining who is the lowest bidder. In 
other words, you cannot just look at the one price being offered for 
storage and decide on that basis. 

Senator RussELL. You are a very good lawyer, Mr. White. 
Mr. WmTE. Thank you, sir. 
Senator RussELL. You are a crackerjcak-you can read into that 

things which uphold your case, and you are a strict constructionist 
when it does not. 

Mr. WHITE. Thank you, sir. 1 

Senator RusSELL, I am not saying that in any critical sense. I am 
saying it in a laudatory way. 

Senator' BANKHEAD. Go ahead. 
Senator ELLENDER. I want to ask you one question with respect 

to that law. What gives the Commodity Credit Corporation the 
right to take into consideration .all these features to which you are 
referring1 Is that the law here, or is that something apart~ 

Mr. WmTE. Well, that, I would say, is involved in the determina
tion of what is the lowest bid. In other words, they got to take 
into consideration the costs they face in determining who is the 
lowest .bidder. 

Senator ELLENDER. You think it is part of the fixed charges, like 
transportation and moving it, and handling it, and so forth~ 

Mr. WHITE. Yes, sir; I think it is. There is some difficulty in 
applying a general statute of thi~ type to a situation of a particular 
type. . On the other hand, I .think Congress-

Senator ELLENDER. If the Commodity Credit Corporation had to 
take into consideration these various factors, would they not also 
have to consider the possibility of having to move that cotton to the 
new place where they are to store it~ 

Jtfr. WHITE. You mean under the present contracts~ 
Senator ELLENDER. In other words, suppose the port of Houston 

should bid say for one-hal£ a million bales of cotton, would not the 
Commodity Credit Corporation have to almost determine definitely 
that that cotton was destined for shipment-foreign shipment~ In 
other words, would not that become one of the factors? • 

Jtfr. WHITE. I would think they would. have to take it into account. 
Of course here is a fuctor that is a little difficult to express in dollars 
and cents. . 

Senator RusSELL. A consideration, of course, could be made for 
letting it to the lowest bidder in the vicinity where that cotton was 
loc~ted. 

Mr. WHITE. So far as I can see, if they had written their bids up 
in that form and taken bids, I think they probably would have com
plied with the statute, just as I think this complies with the statute. 
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In other words, I do not think the form of the bid is dictated by· the 
statute. I think its principle is set out in the statute, and it is. up 
to them to fit it into the particular type of service they are buym~ 
Thls statute has been on the books since 1861, and the Attorney 
General has stated that the object 'of public competitive bidding is 
designed to insure to the Government the advantage of competition 
in making its contracts. It also would have the effect in its full 
measure of relieving the members of Congress of pressure such as 
that involved here, and on other occasions, and interfering with the 
proper administrative handling of Government business. The surest 
way to end this present bickering over the storage of Government 
cotton is for Congress to extend the function of the executive agency 
which is charged. with the handling of this matter. · 

Senator ELLENDER. One more question about competitive bi~ding, 
since there is a question as to whether or not the Department has 
asked for bids with respect to the Government-owned cotton ·would 
not our evil be cured by simply repealing that feature of the law, 
insofar as it affects cotton~ ' 

Mr. WHITE. Wel~ frankly, my opinion is, I think it appears from 
some of the paragraphs in my statement that the industry itself has 
nothing very much to fear from the competitive bidding system, and 
that if the action of the Commodity Credit Corporation is upheld 
here, I do not believe we are going to have to worry about any of the 
things which have been put before you. 

Senator BANKHEAD. You just get the cotton to the ports, and you 
will be satisfied and have nothing to fead · 

Mr. WHITE. If the ports get a little additional cotton which I think 
frankly they are bound to get in any case, I think the ports are going 
to be satisfied, and the vacuum which has been created--

Senator BANKHEAD. Mr. White, you know as well as you know 
anything, the competitive basis, the competitive conditions, the ports 
can take all the cotton and they will do it. 

Mr. W~ITE. They cannot, because they do not have the capacity, 
for one thmg. . 

Senator BANKHEAD. How much have they got¥ . 
l\fr. WHITE. They cannot take more than 2%-2,000,000 bales of 

cotton. There are 11,000,000 bales in the interior. 
Senator BANKHEAD. They have the facilities, the ports and the 

interior, at various warehouses owned by the same interests, they 
have how much capacity! 

Mr. ".,.BITE. I am not sure about the interior. 
Senator BANKHEAD. Well, they have large reconcentration ware· 

houses in the interior, have they not~ 
Mr. WHITE. There are large warehouses, reconcentration ware

hou~es in the interior. 
Senntor BANKHEAD. Owned.by the same interests that largely own 

the pmi facilities~ You how that is right. 
Mr. WHITE. Anderson Clayton & Co. owns stock in the South

eash'rn Compressing Co., which has large facilities in the-
St.>nator BANKHEAD. That is right, in the interior. So they could 

bid for it at. the port and take it all¥ 
)[r. WHITE. No; I think I cam10t agree with that last statement. 
~nator Rrs~E~. Pardon me. just a moment. It would be my sug

gestlon, ~[r. " lute, that you offer that statute for the record. 
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Senator BANKHEAD. Let me ask :\Ir. White one question before we 
leave this. This statute requires that all purchases and contracts for 
supplies or services in any of the departments of the Government-it 
does not say by the Government, but in any of the departments of the 
Gowrnment, and purchases of Indian supplies. Why, if the Govern· 
ment did buy Indian supplies, and it applies to things of that type, 
why did they especially put in there to purchase Indian supplies¥ 

Mr. 'VmTE. I do not know, Senator. 
Senator BANKHEAD. Does not that indicate to your mind that mat

ters used in the field, like services in the field, were not intended to 
be included when specifying one type of services in the field to the 
exclusion of all others 1 

Mr. WHITE. I am quite sure it does not. This statute is genera.lly 
applicable. While I have not considered that point, I am quite sure 
that would not be applicable here. 

Senator ELLENDER. 1\Ir. 'Yhite, I think it has been contended by 
some of us, probably by myself, that if this competitive bidding is 
permitted, that it would sooner or later lead to cutthroat competitiOn. 
"l1at are your views on that? Do you care tc; insert them now 1 

Mr. 'YmTE. Lefs see. I think I should just as well, becau;:;;e I did 
think that was a very pertinent question. Now, an industry like this 
cotton-compressing warehouse industry, which has a high percentage 
of fixed costs could be forced to cut its rates practically to a level 
of their out-of-pocket costs. if there is a real or artificial lack of 
buf!iness. I do not believe thet:e will be any real lack of cotton for 
storage during the next few years, but if some artificial re:::triction 
was put into the law to prevent empty facilities at the port concen
tration centers from getting a fair amou11t of cotton, tlwy ,..,.i]l be 
fo~d to keep on reducing their rate and the whole industry will 
suffer. If this bill passes the result will be to force the port facili
ties to cut their own throats, while the interior warehouses continue to 
strangle the cotton and continue to build new facilities, increasing 
the capacity of the old facilities. 

Another feature of the contracts submitted that favored the in
terior compresses was that they could bid to keep their cotton with
out agreeing to a 30-cent compression charge. In other words, Mr. 
Tavlor could get 60 to 75 cents for this service on all the cotton in his 
ph1nts. whereas, any port press filing a bid could only get 30 cents. 
True. l\Ir. Taylor will haYe already earned the 60 or 75-cent com
pression charge on most of the cotton, and he will get this accrued 
('harge regardless of his bid. As a matter of fact, if he lost the bid 
and the cotton was moYed. the cotton would still have to be com
pressed before it left his facility, and he would get his 60- or 75-cent 
charge even in that case. . 

Senator ELLENDER. Is it not a fact that on this compressed cotton 
the farmer saves something on the freight rates~ 

Mr. WHITE. I would say that it is, there are reduced charges, lower 
char~es on compressed cotton than there are on flat cotton. 

Senator EuE_.._mR. I am informed that the cost of compressing this 
cotton would average about 60 cents a bale, and the saving on freight 
would be as much as $1 a bale, thereby making a profit for the farmC'r 
of 40 cents a bale, clo you agree to that 1 

Mr. w·HITE. I am not sure-1 cannot say as to the profit figures, 
but undoubtedly the compression does save in the freight which has to 
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be paid therefor. Now the reason for that difference goes back to 
this same thin(}' that the interior compresses ha'e used all through 
the years to fig~t ~his as bitterly as they c~n, and have insisted on. the 
railroad maintanung a svstem of rates wh1ch compels that very thmg. 
In other words, the reas~n that dollar difference is in there is because 
the interim· compresses have been making the railroads keep that 
there in order to give them the compressim~ re,enue. . 

Senator ELLEN'DEn. With respect to the d1stance to wh1ch the cotton 
must be moved, the farmerl as a matter of fact, does benefit eventually 
by havinO' compressed cotton in comparfson with flat cotton~ . ~ . 

Mr. WHITE. That Is correct, 
Senator ELLENDER. All right. 
Mr. WHITE. The form of the bids gave e-rery advantage to the in

terior crowd, but make no mistake, no form of actual honest to God 
competitive bidding will be satisfactory to the Federal Compress Co. 
or the Soutlmestt'rn Compress & Warehouse Association. 

Through ewrv political and legal device known this interior crowd 
hare for years s~ught to preserve local monopolies for the compression 
and handling of cotton. 

1\fr. HEED. How do you know that~ 
Senator BANKHEAD. Go bac:k and read that statement. I am recog

nizing this gentleman representing the opposite side. I think he 
should be allowed to ask you a question. I will let him ask the 
question. 

Mr. WHITE. Senator, I am perfectly willing to answer any ques-
tion. I don't want to get into a general controversy. 

Through every political and legal deYice known-- . 
Mr. REED. How do you know that? 
'Mr. WHITE. I will tell you. The Southwestern Compress & Ware- . 

house Association throttled truck monment of cotton in Texas by a 
7,000-pound lo11d law until recently-

Senator BANKHEAD. Do you think that throws any light on this 
qlll•stion, the bringing out hereof the fight between your crowd and 
the otht>r crowd, as you call them, and the other matters charging 
unfair and improp!'r moti\es W • 

1\Ir. WHITE. I think it is part of this picture, Senator. 
Sennt.or BANKHEAD. All right, if you think so, go ahead. If you 

~re going into this sort of charges and specifications and accusations 
111 th(' easE>, I guess there will be a good deal of it before we get 
through. If you want to open that up, it is all right with the chair
man. If one can throw an~ more mud t~an the other, I will just give 
you gentl~men an opportumty to tl1row 1t at each other. As a lawyer 
I am agamst you. I don't want to be accused of beina unfair and 
I am leaning 'back the otht'r way. If IOU want to start the' mud 
t~rowit~g, if· the ~ther gentlemen· want to take it up, it will be all 
r1g-ht With the chamnan. You are a lawyer and so is Mr. Reed~ and 
you f!t>ntlenwn oup:ht to pre8£'ne the proprieties, without the chair
man being called to rule on this question . 
. Setu\~or ELI..EXDF.R. Xow, is there not some h.-ind of an in\estiga

twn goml! on before the Federal Tra~e Commission with re5p('Ct to 
th!' matters you referl'€d to now. tb1s so-called monopoly of the 
COlli}H't'SSOfS! 



194 REGULATE WAREHOUSING OF COT'l'ON 

Mr. WHITE. There is an investigation being conducted at the pres
ent time by the Federal Trade Commission on a complaint directed 
against the Federal Compress Co. · 

Senator ELLENDER. Well, do you know what is involved in this 
proceeding? 

Mr. WmTE. This [indicating] is a copy of the complaint, and my 
only information with respect to it is what is contained in this 
complaint. 

Senator ELLENDER. Does that document that you now have in your 
hands form the basis of this charge that you have just made? 

Mr. WmTE. It does, it and the other points which I have pointed 
out and will point out. 

Mr. REED. Do you mind telling the Senator whether or not the 
Federal Trade is acting on any testimony~ 

Mr. WniTE. I should say-and intended saying so before Mr. Ben
nett interrupted, that this complaint, as Mr. Taylor pointed out the 
other day, is now the subject of a special hearing. At the present 
time these are charges. They are not adjudications, and, of course, 
it should be made clear that they are only charges, and not . the 
adjudicated action of the Federal Trade Commission. 

Senator ELLENDER. Now, did you base your statement just now on 
the fact that they were charges? It strikes me as I understand 
the language that you just read, that you have made a direct charge. 
Now, if you based that statement on this-merely on these accusa
tions, I am just wondering if you are justified in doin~ that? 

Mr. WHITE. I did not base it solely on these accusatiOns. I think 
it is all a part of the picture-this complaint and this action of 
theirs with respect to the truck loading laws in Texas, their action 
with respect to the insistence on the freight differential between 
compressed and flat cotton, that which compels the compression in 
the interior, and other actions of that sort are the bases for that 
statement. 

Senator BANKHEAD. What value do you think that is to this com
mittee, to sit here and listen to these charges that are involved in 
that controvers~ ~ 

Mr. WIDTE. Senator, that is just about all of that I have here. 
Senator ELLENDER. Well, Senator, at that point I may say that I 

believe one of the issues of the bill, Senator McKellar stated that 
there was back of it this same fi~ht between the two elements. 

Senator BANKHEAD. That is all right. H you are going into 
specifications like this, it will mean that it may be necessary to 
have the other folks called in for reply and things of that sort. 

Mr. REED. We are not aiming to do that. We are going to show 
Mr. White that these statements are inaccurate, that the Interstate 
Commerce Commission prescribed these rates between compressed and 
flat cotton. 

Senator BANKHEAD. There is where you get when you go into ir
relevant matters, when you nm off after rabbits like that. 

Mr. Rm>. In an investigation in which Mr. White's firm partici
pated and knew all about it. 

Senator BANKHEAD. Go ahead, :Mr. White. 
Mr. WHITE. Of course, they have attempted to obscure their own 

selfish purpose behind the farmers' overalls. The Southwestern 
Compress Association did this when they campaigned to drive the 
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cotton trucks off the Texas highways, though those very trucks 
saved Texas fanners as much as $2 per bale on their cotton. This 
is relevant to the question whether or not they will raise their rates, 
or whether they are primarily concerned about the farmer when they 
speak about the moving of cotton compelling them to raise their 
rates to the farmer. When they threaten to raise their rates to the 
farmer if the C. C. C. storage rates are reduced, keep this in mind. 

Except for the Mississippi Valley, on which all of the emphasis 
was placed before you, all the Government storage in the interior 
has not caused any reduction in rates to fanners; and as to the Mis
~issippi Valley it was the combination of C. C. C. pressure, of con
gressional criticism, or inordinate profits, and perhaps preliminary 
Federal trade investigation of monopoly practices that resulted in 
bringing those rates into line with-not below-those prevailing 
elsewhere in the compress territory. 

Certainly, the compresses which have their preloan period rates 
still in effect ought to be able to continue in operation. Nor is it 
very likely that even the Mississippi Valley operators will fold up if 
they lose paPt of their Government-owned stocks. Last summer I 
received a prospectus from a local Washington stockbroker regard
ing the status of the Federal Compress Co., the chief and controlling 
interest in the Mississippi Valley, which is very informative. These 
four paragraphs are particularly pertinent: 

The company is the largest business of its kind ln the country, having han
dled approximately 5,000,000 bales of cotton during the past year. The com· 
pany performs an essential function in the movement of the cotton crop from 
the producer to the consumer. 

The business is conducted strictly on a cash basis and inventory and credit 
lo8ses are unknown. 

The company since 1926 has retired a bonded indebtedness of approximately 
$5,000,000, a preferred stock issue of approximately $2,250,000, and has paid 
dividends each year on its common stock. In addition to the above, the stor
age capacity has been increased from approximately 1,500,000 bales in 1932 to 
over 4,200,000 bales. 

I call particular attention to that fact, during this period they have 
increased their storage capacity from 1,500,000 bales to over 4,000,000. 

Senator BANKHEAD. Are you going into Anderson & Clayton, on 
that, too~ 

Mr. WHITE. We will do that. 
Senator BANKHEAD. And that big business 9 
Mr. WHITE. Yes, sir. 
Senator BANKHEAD. When do you think the committee is going 

to get through with this~ 
.., Mr. WHITE. It will not take us very long to do that, I do not think, 
Senator. 

The company sent to stockholders the following information as of December 
31, 1939: 

"We are pleased to report that 1939 has been our best year since our com
pany was organized in 1925. With over 3,000,000 bales now in storage, we 
look forward ~o 1940 with assurance of another good year; $1,000,000 in divi· 
deuds was pmd to stockholders during the past year. It is pleasing to the 
management to be free of debts of all kind." 

SenatQr EILE~"DER. How large an investment was that· do you 
b~¥ , 

Mr. WHITE. If the chainnan please, I would like to offer this cir
cular for the reeord. It does show their balance--
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Senator BANKHEAD. I am going to leave that to the committee. I 
have already indicated how I feel about this whole situation. If you 
are going into balance sheets, you are going to have Anderson & Clay
ton h£-re and then you will have to figure out how much they made this 
year, and all those sort of side-line issues. I do not know what that has 
got to do with it anyway. . 

Mr. WHITE. This is the relevancy I attribute to it-
Senator BANKHEAD. What that has to do with this issue about these 

interior warehouses-
Senator ELLENDER. Senator, there is a question as to whether or 

not-
Senator BANKHEAD. If you think it ought to go in-
Senator ELLENDER. I do not see where it would harm anyone; I 

really do not. 
Senator BANKHEAD .. Put it in. I do not see where it will do any 

good. 
Senator ELLENDER. It is a question as to whether or not these people 

could get lower-
Senator BANKHEAD. It is not a case for warehousing-
Senator ELLENDER. I understand that. 
Senator BANKHEAD. How many warehouses are there all together W 

:Mr. REED. I will say there are somewhere around five or six thou-
sand. 

Senator BANKHEAD. We cannot try this case £or the warehouse com
panies. It is absurd, as I see it, that the time o£ the committee should 
be wasted on this fight between the pal1;ies. I have got no feeling
! am not against Anderson, Clayton & Co., I have a very high respect 
for them, although I have met Mr. Clayton only once, and I think 
Mr. Clayton is a very fine man. I think that this committee is here 
for the benefit of the Senate. That is my viewpoint. 

Senator ELLENDER. Some of these questions have been brought up 
before. 

Senator BANKHEAD. Go ahead and put it in, Mr. Stenographer. 
(The document referred to follows:) 

W. W. MACKALL & Co. 
WASHINGTON, D. C. 

FEDERAL COMPRESS & WAREHOUSE Co. 

Capitalization 

Bonds------------------------------------------------- None 
Preferred stock----------------------------------------- None 
CQmmon stock ; shares----------------------------------- 500, 000 

1. The company owns and operates approximately 75 cotton compress and ware· 
house properties in Tennessee, Arkamas, 1\lissouri, Mississippi, Louisiana, and 
Texas. 

2. The company is the largest business of its kind in the country, haYing handled 
approximately 5,000,000 bales of cotton during the past year. The company per
forms an essential function in the movement of the cotton crop from the producer 
to the consumer. 

3. The business is conducted strictly on a cash basis and inventory and 
credit losses are lmknown. 

4. The company since 1926 has retired a bonded indebtedness ~of approxi
mately $5.000,000, a preferred stock issue of approximately $2,250,000, and has 
paid dividends each year on its common stock. In addition to the above, the 

·storage capacity has been increased from RJlproximately 1,500,000 bales in 1932 
to oYer 4,200,000 bales. Real estate, buildings, machinery, and equipment are 
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carried today at a depreciated value which is $758,292.57 less than they were 
in the December 31, 1982, statement, although the storage capacity has been 
practically tripled and the condition of the properties is now far better than 
it waR in 1932. 

5.'The company sent to stockholders the following information as of Decem· 
ber 31, 1939: 

"We are pleased to report that 1939 has been our best year since the com· 
pany was organized in 1925. With over 3,000,000 bales now in storage, we 
look forward to 1940 with assurance of another good year; $1,000,000 in divi· 
dtomds was paid to stockholders during the past year. It is pleasing to the 
management to be free of debts of all kinds." 

6. The company's earnings record has been continuous throughout the depres· 
sion, having never failed to earn the present regular dividend of $1.60 per 
common share. Since 1926 the company bas had an unbroken cash dividend 
rt>Cord. In addition, the following extras have been paid: 4 percent stock 
dividend in 1927, 2 percent stock dividend in 1930, 11 percent stock dividend in 
1934; rights were issued in 1936 with an average value of $1.75 per share, 
40 cents cash in 1937, and 40 cents cash in 1939. 

7. Inasmuch as the company has now retired all indebtedness and apparently 
has adequate capacity, it is reasonable to anticipate larger dividend payments· 
on the common stock. 

Dec. 31, 1939 Dec. 31, 1938 

Assets: 
Cash in banks ...................................................... . 
Bills I"('OOil'able ..................................................... . 
Expt•nse bills .......•.•.•.•.....•••.•.•.•..•.••.•.••.••.•••••••••••.. 
Inventory supplies ................................................. . 
St.ocks and bonds ................................................... . 
R!'lal ~st~t!l. ........................................................ . 
Buildings, machinery, and equipment.. ........................... .. 

$840,351.65 
1, 900.00 

60,437.77 
108, 2!12. 99 
575,859.63 

1, 343, 907. 73 
22, 330 .. 176. 88 

TotaL............................................................ 25,260,916.65 

$214,963.84 
3,100.00 

77,375.65 
112,890.02 
801,675.17 

l, 324. 266. 24 
21' 330, 216. 03 

23. 864, 486. 95 
1====1======= 

Liabilities: 
Bills pay6bl~------·--·-···············---- .......................... None 
Capital stoek-oommon............................................. 12,500,000.00 
Affiliated oompanies................................................. 42.679.17 
R~SPTI"e for depreciation ..................................... ·······- 9, nl, 504.06 
Surplus ............. L................................................ 2, 946,733.42 

950,000.00 
12, 500. 000. 00 

30,024.79 
9.174.858.61 
1, :im, 603. 55 

TotaL............................................................ 25,260,916.65 23,864,486.95 

Dividends pairll939: $2. Current price: About ~7. to yield 5,tj) percent. 

We do not guarantee the statements and figures preSI'nted herei~, but they 
are takt>n from sources we believe to be reliable. Offerings of securities issued 
within the past 12 months are made only when accompanied by prospectus. 

Mr. WHITE. This circular bears upon the necessity contended for 
by the Federal officials to justify them in raising their rates to the 
farm_ers, .if they lost any part of the loan backlog. That is why I am 
otfermg 1t. 

Sl'nutor BANKHEAD. This is the biggest company in the United 
States 9 

Mr. WHITE. Yes. 
Senator BANKHEAD. A large block of stock owned by your clients 

Auderson and Clayton¥ " 
~Ir. 'YHITE. I would not say a. large block of stock. 
SE'nntor BANKHEAD. How much do they own~ 
~[r. w·HITE. Less than 5 percent, 
Senntor BANKHEAD. What is the total capitalization l 
~k WHITE. $12,500,000, I think the statement shows. 
St>nator BANKHEAD. Go ahead. 
~[r. WHITE. On Dect>mber 31, 19!0, the Commodity Credit Corpo

ration owned outright 6,185,201 bales of cotton, and had under loan 
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4,696,798 bales, or a total of 10,882,179 bales: Cotton going into the 
loan since December 31, 1940, has raised this figure above 11,000,000 
bales. 

I believe Senator Russell raised the question of how much unused 
capacity was available at port warehouses. An additional 2,000,000 
will certainly well fill up the space available at the ports for dead 
storage. It is easy to see, therefore, that the bugaboo of loss of all 
their cotton backlog set up by the interior crowd does not exist. 
They must realize this. Maybe they think you won't. Inevitably 
they will have a substantial backlog of cotton, and note this, Mr. 
Taylor explained very carefully how they had doubled storage capa
city by dividing compartments by fire walls and storing the cotton 
in compressed form, whereas, they formerly stored it flat. Mr. Reed 
in explaining rates as low as 8 cents at the ports explained that this 
very method made it so much cheaper that the port presses could 
afford to put in an S-cent rate. 

But even at its best this argument that rates to :farmers will be 
raised if C. C. C. rates are reduced, amounts to urging that the Fed
eral Government should subsidize certain interior presses and their 
insurance companies to the tune of some $2,000,000 a year, to prevent 
their exacting exorbitant rates from the producers. If that is the 
real issue then, with that sum and by utilizing credit available at the 
Farm Credit Administration, the Government could very quickly 
build enough local farmer cooperative warehouses to give the farmer 
full protection. That course, however, would mean disaster to the 
interior compress crowd and that is another reason rates to farmers 
will not be raised. 

Justification No.2 for the enactment of legislation preserving their 
cotton to the organized interior interests is that it is an unwise busi
ness :policy to move the cotton to the ports. · From their assumed 
function as guardian of the· farmer they now become guardians of 
the Commodity Credit Corporation. Obviously this is a question 
primarily for the Commodity Credit Corporation, which knows a 
great deal more about its purposes and its cotton than the ware
housemen do. 

If you are going to assume that the officials of the C. C. C. and the 
Department are a bunch of crooks and nincompoops, then they ought 
not to be trusted with any authority whatever. We do not think that 
they are and we do not believe that the interior warehousemen do 
either. We have no doubt that any reconcentration will be handled 
intelligently, taking into account present and future freight bills, 
transit privileges, and probable disposition of the cotton. 

You probably do not suspect it from the testimony presented to date, 
but this crowd which is yelling so about the effect of moying cotton 
to the ports is very well aware that considerable space is available at 
interior concentration points in line of transit to southern mill terri
tory also, and no sacrifice of freight whatever would be involved if 
cotton should be ultimately sold to southern mills. :Mr. Taylor was 
quick to agree that the surest way to frEreze the Government-owned 
cotton was to move it to the ports. 

But don't overlook this fact. The cotton about which -the con
troversy really exists-the Government-owned cotton, is already 
frozen. No abuse of administrative discretion in moving the cotton 
around did this. Congress passed an amendment-drafted by the 
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chairman of this committee-and ably sponsored by Senator Bank
head on the floor which prohibited the sale of any cotton owned by 
the C. C. C. at les~ than the cost plus carrying charge~ and any .parity 
payments made on it. Unless that sum can be reahzed, and It can
not at 16 or 17 cents per pound, this cotton under the present law can 
only be bartered with foreign gove~nments. ~o do~estic mill can 
touch it. Congress itself has defimtely committed It to the export 
trade. 

With the situation what it is, moreover, I do not believe any Senator 
from a cotton State will advocate its disposition in competition with 
new-crop cotton and loan cotton in which the ~armer has an equ~ty 
during the next few years. The Government IS almost necessarily 
committed to holding it for disposition for export in a post-war 
world. That being true there will be no loss of freight, and there 
would be a great advantage in having it available in round lots of 
similar qualities for quick export when the dam created by the war is 
broken. 

No resampling of cotton is necessary; it is already classed and 
there will be no actual loss of cotton from the bale in transit if it has 
been properly compressed and handled by the companies now storing 
it--unless they deliberately sabotage it, and no responsible warehouse 
company will do that. Furthermore, any premium value attached to 
the growth of a particular territory can be preserved without great 
difficulty. Delta cotton has often been reconcentrated in the South
east at such points as Birmingham, Atlanta, Greenville, and Augusta, 
and retained its full value. 

In the final analysis, however, this question is one which should be 
left to the C. C. C. officials and the Secretary of Agriculture unless 
they are crooked or incompetent, and if that be true they should be 
hn-estigated and dismissed. As their December 31 statement shows, 
they control $657~393,249;49 in outstanding loans; they own 6,185,201 
bales of cotton, 176,010,969 bushels of corn, 90,746 tons of rubber, 331,-
262,918 pounds of tobacco, and small amounts of other grains. No 
fool or crook should be left with such authority. . 

Finally, there is the argument which the organized interior in
terests disclaim with fine impartiality on the witness stand,· that 
this whole controversy results from an attempt by a big cotton ex
porter to destroy the small interior warehouseman. They do not 
take open responsibility for this argument, but when as much er
roneous information appears in the Congressional Record as did in 
early December, after the visit of certain representatives of the 
Federal Compress Co. from Tennessee and Missouri to Washington, 
they might as well have signed the statements themselves. 

At any rate the issue is here and we believe it should be con
sider._,? o.1:~enly an~ fra1_1kly. For that reason we will show just who 
the btg mterests m this game of cotton storage are, and you will 
find them among the chief proponents of this bill. 

We fully believe the C. C. C. adopted this program as a method 
of _saving the Government money and of providing adequate in
tertor storage space for new-crop cotton. Insofar as port interests 
are concerned, and I think I can speak for all of them the action 
of the C. C. C. in asking for bids this season was unsolicited and not 
100-percent Wt>lcome; but, unless savina the Government money is a 
crime, their actions should have your ~rong support. 
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Mr. Chairman, we are sorry this committee must devote its time 
to this bill. We think the organized interior interests have done 
the entire industry a distinct disservice in attempting to get Con
gress to control administrative discretion as to the proper handling 
of Government-owned cotton at a time when there IS most likely to 
be all the cotton the entire indusry can handle. If their move is 
upheld by Congress it will prove tremendously costly to this industry 
in future years, and will impose useless costs upon the Commodity 
Credit Corporation and the Treasury at a time when all of its funds 
are vitally needed for national defense. 

Senator AIKEN. You spoke of the possibility of cooperative ware-
houses, are there now any such in the South? 

Mr. WHITE. I think there are a few in the South. 
Senator BANKHEAD. Practitally none. 
Mr. WHITE. Very few. 
Senator AIKEN. None of them are represented here that you 

know of~ 
Mr. WHITE. None that I know of. 
·Senator ALLEN. Therefore there are no costs available on coopera

tive storage~ 
1\Ir. WmTE. We have none. 
Senator BANKHEAD •. Mr. White, be here in the morning, please, for 

cross-examination. 
We will now stand recessed ut:ttil 10 o'clock tomorrow morning. 
(Whereupon, at 4: 45 p. m., the committee adjourned until 10 

a. m., Friday, January 31, 1941.) 
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UNITED STATES SENATE, 
CoMMITIEE O:!'i AonrcVLTLRE AND FoRESTRY, 

W a.s-hington, D. C. 
The committee met, pursuant to adjournment, at 10 a. m., in the 

committee room, 324 Senate Office Building, Senator Allen J. Ellen· 
der presiding. 

Senator ELLENDER. The meeting will be in order. 
Colonel Garsaud, will you kindly resume the stand sid 

STATEMENT OF MARCEL GARSAUD-Resumed 

Senntor McKELLAR. Colonel Garsaud. you have lived in New Or-
leans all of your life, have you not t • 

Mr. GARSAtTD. Not all of mv life, no sir. 
Senator McKELLAR. Not alf of your life~ 
Mr. GAnSAuD. No, sir. 
Senntor McKELLAR. I judge from the French name you are prob· 

ably of French extraction and that you had lived in Louisiana all of 
your life; but I am wrong about that~ 

Mr. GAn!lAUD. As a matter of fact~ Senator, I am of French birth 
and am a naturalized American dtizen. I came to this country at 
the age of 12 years. . 

Senator 1\lcKELLAR. But you hare lived in ~ew Orleans since that 
timef 

Mr. GARSAUD. No, sir. 
SPnator McKELLAR. How long have you lived in New Orleans~ 
l\lr. GARSAUD. I have lived there up until1930. 
SPnntor ~fcKELLAR. You liYed in New Orleans until 19301 
Mr. GARSAUD. Yes. 
St>nator McKELLAR. And then where did vou lin~ 
~fr. G.\ns.rrD. Tlwn I lived in Washington for about a year aml 

a half. until about 1932, and then I lived·in New Jersey. 
~t>nator McKELLAR. You lived in New Jersey for about how long? 
~Jr. GAR8At"D. I liwd in Sew York and New Jersey from 19:32 

tmtil St•pt('mhl'r of 1940. 
St>nator ~kKELL~R. rntil September, 1940? 
~lr. GARS.\rn. That is right, sir. 
SPJUltor ~kKEILAR. And then You moved back-
~lr. GARI"iAl'll (interposing). I inoved back to Sew Orleans. 
St'nator ~lcKt:LI.AR. You n10'red b:1ck to Xew Orleans in September 

19i0. 
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Mr. GARSAUD. I was called back to New Orleans; yes. 
Senator McKELLAR. You were called back~ 
Mr. GARSAUD. Yes, sir. · 
Senator McKELLAR. Now, Colonel Garsaud, let me ask you have 

you ever engaged in farming~ 
Mr. GARSAUD. No. 
Senator McKELLAR. You have not engaged in the raising of cotton! 
Mr. GARSAUD. I know nothing about farming. · 
Senator McKELLAR. Have you ever been in the ginning business~ 
Mr. GARSAUD. No, sir. · 
Senator McKELLAR. Before you became a member of this board, 

did you ever have any practical experience with the ginning of sell~ 
ing or buying or compressing or warehousing of cotton W 

Mr. GARSAUD. I know nothing about farming, ginning, classing or 
selling cotton, but I do know about warehousing cotton. 

Senator McKELLAR. You know about warehousing~ 
Mr. GARSAUD. Yes, sir. 
Senator McKELLAR. How long have you been in the business of 

warehousing cotton~ 
Mr. GARSAUD. Well, I was general manager of the Board of Com

missioners of the P01t of New Orleans from May 1926, until October 
1929, and in that capacity I supervised the operation of the public 
cotton warehouse at New Orleans, and I have been there since the 
early part of September 1940. . 

Senator McKELLAR. So your experience is about 3 years, from 1926 
to 1929, and then about-were those the years; did I get those years 
rightY 

Mr. GARSAUD. 1926 to 1929; yes, sir. 
Senator McKELLAR. And then you have bee.n there since last fall~ 
Mr. GARSAUD. Yes, sir. 
Senator McKELLAR. What time was it you were called back~ 
Mr. GARSAUD. I was called back in the early part of September. 
Senator McKELLAR. That would be about 3% years altogether, 

would it not~ 
Mr. GARSAUD. That would be 3% years; yes. 
Senator McKELLAR. I see. 
Mr. GARSAUD. Of course, that applies only to the public cotton 

warehouse¥ 
Senator McKELLAR. Only to the public cotton warehouse~ 
Mr. GARSAUD. Yes. 
Senator McKELLAR. Colonel Garsaud, were you ever engaged in 

private cotton warehousing~ . 
Mr. GARSAUD. I have not been engaged in private cotton ware

housing but I have been engaged in private warehousing. 
Senator McK.El:..LAR. You have been engaged in private warehous~ 

ing, but not of cotton¥ 
Mr. G ARSA UD. Yes, sir. 
Senator McKELLAR. Colonel Garsaud, did you initiate the project 

of the city warehousing the cotton~ That is partly true, is it not, 
since the port warehouse is owned by the city W 

Mr. GARSAUD. No; it is owned by the State. 
Senator Mc!ULLAR. By the State~ 
Mr. GARSAUD. Yes. 
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Senator McKELLAR. Did you initiate that in New Orleans in 1926, 
or had it been initiated before~ 

Mr. GARSAUD. The public cotton warehouse in New Orleans was 
constructed about the year 1916 at the instance of the cotton pro· 
ducers and cotton merchants. · 

Senator McKELLAR. Of the producers and merchants~ 
Mr. GAnsAUD. Yes, sir. 
Senator McKELLAR. And you became connected with it in 1926 ~ 
l\Ir. GAnsAUD. Yes, sir. 
Senator McKELLAR. Now, do you know whether that was a success. 

£ul venture on the part of the City or not¥ . 
Mr. GARSAUD. It was very successful for the 3 years I managed 1t. 
Senator McKELLAR. It was successful~ 
1\Ir. GAnsAUD. We made money in each year of the 3 years. 
Senator McKELLAR. The city made money out of it~ 
Mr. GARSAUD. No; the State did. 
Senator McKELLAR. Excuse me, I mean the State. The State made 

money those 3 years~ 
Mr. GARSAUD. Yes, sir. 
Senator McKELLAR. After that, from 1929 until 1940, did you 

make money~ 
Mr. GAnsAUD. Well, now, Senator, I am perfectly willing to answer 

that question, but I am afraid--
Senator McKELLAR. I am sure you are willing to answer. 
Mr. GARSAUD. You are opening up a field--
Senator McKELLAR (interposing). No; I am not going to open up 

that field; I know all about it, but I just want you to answer if it 
was successful during those 10 years, or 11 years. 

Mr. GARSAUD. By that do you mean-
Senator McKELLAR (interposing). Whether the State made money 

out of it like you did, as you say, from 1926 to 19~9, when you 
managed it~ 

Mr. GARSAUD. No; it did not make any money in those years. 
Senator McKErLAR. It made no money in those years~ . 
l\Ir. GARSAUD. No, sir. 
Senator McKELLAR. I am not going into the political side of 

it at all-
Senator ELLENDER (interposing). In that connection, Senator Mc

Kellar it might be well to put into the record that up until 1929 
we had, as you know, the boom all over the country, and our port 
facilities went down to nil after that, and of course I say those were 
some of the contributing factors to the losses sustained, and that not 
only applies to cotton warehousing in New Orleans but I believe the 
same thing could be shown as to quite a few businesses, if you want 
to go into those details. 

Senator McKELLAR. I have no desire to go into that field at all, 
but I am just following: Colonel Garsaud in his testimony given on 
yesterday, that part of 1t which I heard, and I want to ask him this: 

As I understand it. the State warehouse at New Orleans had been 
a complete failure after vou left, and vou were sent for because of 
the n:'{'ord you had made in the 3 years that you had managed it, 
from 1926 to 1929. 

~l.r. GARSArD. Well, of course, Senator, I cannot say what the 
mot1ves wer-e on the part of the gentlemen, or why they sent for me. 
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Senator McKELLAR. They did not tell you why they sent for you~ 
Mr. GARSAt:D. No, sir; they did not. 
Senator McKELLAR. The reason was something like the young 

lady's sweater; those were quite obvious, were they not 1 
Mr. GARSAUD. I took it as a compliment, but I did not ask them 

why, and they did not tell me why. · 
Senator McKELLAR. I think you should take it as a compliment, 

Colonel Garsaud. 
Now, Iet me ask you, what is the capacity of the-I think you said 

you were speaking for all of the ports from Brownsville to Mobile~ 
Mr. GARSAUD. No, sir; I said that my views were in accord with 

those of all of the ports from Brownsville to New Orleans, but that 
I was not authorized to speak for all of the Gulf ports. 

Senator 1\fclU:r.LAR. I somehow got the idea you were speaking for 
all of the Gulf ports. 

Mr. GaRSAUD. I express the views of all of the Gulf ports from 
Brownsville to New Orleans, but I said I was specifieally asked to 
act as spokesman for the ports of Corpus Christi, Houston, and Lake 
Charles, in addition to New Orleans. By a telephone call I am also 
requested to speak for the warehouse company at Galveston. 

Senator McKELLAR. Now, Colonel Garsaud, I would like to know 
what is the capacity of the New Orleans facilities, all of them, for 
uncompressed bales of cotton; what is that capacity~ 

Mr. GARSAUD. I do not remember the uncompressed capacity by 
memory, Senator, but I could give you that. 

Senator McKELLAR. Just the best of your memory; about what is 
it1 

Mr. GARSAUD. I think you know more about cotton than I do, 
Senator. 

Senator .McKELLAR. Oh, no. · 
Mr. GARsAUD. I will give you the capacity of the standard density 

bale. 
Senator McKELLAR. Of what~ 
Mr. G.ARsAUD. The standard density bale. 
Senator McKELLAR. I am going to ask you that, but you can give 

it now. 
Mr. GARSAUD. That is 300,000 bales. 
Senator McKELLAR. For all of it 1 
Mr. G.aiMAt'D. Standard density. 
Senator McKELLAR. Standard density~ . 
Mr. GARSAUD. In round figures. 
Senator McKELLAR. That is standard density compressed cotton~ 
Mr. GARSAUD. The capacity for standard density compressed cotton 

is about 300,000. · 
Senator 1\IcKiLLAR. And the high density compressed bale is how 

muchY 
1\Ir. GARSAUD. That would probably be increased to 400,000 bales. 
Senator McKELLAR. Four hundred thousand 1 
Mr. GARSAt'D. That is right. 
Senator Mc!U:LL..rn. Now, could you estimate what would be the 

uncompressed bales; are you able to estimate from that 1 
Mr. GARsAUD. I would have to do it from p1emory, but I would say 

it would be around 150,000 or 160,000 bales of flat cotton. 
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Senator McKEJ~LAR. One hundred and sixty thousand of flat ~ot-
~~ . 

Mr. GARSAUD. One hundred and fifty to one hundred and s1xty 
thousand; yes, sir. . f '1' 

Senator McKELLAR. How much cotton do you have m these ac1 1-

ties now, did you say~ 
Mr. GARSAUD. At the present time we have, in round figures, about 

90.000 bnles of Government loan cotton. 
Senator .McKEu..An. Is that uncompressed bales~ 
l\Ir. GAnsAuD. That is standard compressed bales. 
Senntor McKELLAR. You have about 100,000 standard compressed 

bales~ 
l\Ir. GAnsAeD. About 90,000. 
Srnator McKELLAR. Ninety thousand~ 
Mr. GAnsAUD. Yes. 
Senator McKELLAR. How many of-
Mr. GAnsAuo (interposing). We have about 10,000 bales of pro-

ducers' cotton. 
Senator .McKELLAR. And that is uncompressed bales~ 
Mr. (iAnsA uo. No, sir; that is compressed. 
Senator AIKEN. Is that in the loan~ 
Mr. GARSAUD. No, sir. 
Senator AIKEN. That is not going through the Government pro

gram~ 
Mr. GARSAUD. Nol..~ir. 
Senator WILLIS. How much of the Government cotton, did you 

sa:v? 
'.Mr. GAnsAun. In round figures, 90,000 bales. 
Senator .McKEI,LAR. And then the farmers have about 10,000? 
Mr. GARSAUD. That may not be all farmers' cotton, but of what 

we call producers' cotton there is about 10,000 bales. 
Senator McKELLAR. About 10,000¥ 
Mr. GAR!i;AUD. Yes, sir. · 
Senator .MciU:LLAR. And that is compressed cotton, standard com-

pressed~ · 
Mr. GARSAUD. Yes, sir. 
Senator McKELLAR. 'Vhat about the high-density compressed cot-

ton, how many bales do you have of that¥ 
1\Ir. GARRADD. I do not think we have any high-density. 
Senator McKELLAR. Not any@ 
Mr. GARSAtTD. No, sir. 
Senator McKELLAR. You are speaking of the State facilities only 

now, are you not~ 
Mr. GARSAllD. Yes, sir. 
Senator ~lcKELLAR. What is the capacity of all of the New Orleans 

farilitiE>so for uncompressed bales~ 
~Ir. GARSAt:'D. I am not sure I can give you those figures exactly 

fron~ memory, Senator; but we have those figures. I think you will 
obt~un tho~ fi~ures from other witnesses who will follow me. 

~1:'~\Htor ~Ich.Eu.A~ .. ~o~ld you state what the capacity of all of 
tht> ~ew, Ol'leans fac1htles IS for standard-density cotton~ 

~lr. (rARSAt'D. As I say, Senator, from memory, I could not
~14:.!7:!-11-H 
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Senator McKE:r.un (interposing). You could not give it on any 
of them~ 

Mr. GARSAUD. No. If I could testify on one, I could testify on 
the rest of them. 

Senator McKELLAR. What is the name of the company operating 
the facilities owned or controlled by Anderson, Clayton & Co. in 
New Orleans~ 

Mr. GARSAUD. As far as I know, they have two plants in New 
Orleans. 

Senator McKELLAR. You say Anderson, Clayton & Co. have two 
plants in New Orleans¥ 

Mr. GARSAUD. I think it is two plants that they have; they have one 
at Shrewsbury-

Senator McKElLAR (interposing). What company is that; what do 
they call that plant~ . 

Mr. GARSAUD. I think they call it the New Orleans Compress Co., 
but I am not sure about that. 

Senator McKELLAR. Do you know what the capacity of that is~ 
Mr. GARSAUD. No; I do not. 
Senator McKEu.An. And what is the other one~ 
:Mr. GARsAUD. We have one that we call the Alabo plant on the river 

front. 
Senator McKEu..AR. The Alabo plant on the river front 1 
Mr. GAnSAUD. Yes. 
Senator McKEu..An. And what is the capacity of that~ 
Mr. GARSAUD. I do not know, Senator. 
Senator McKELLAR. I mean is it a very large plant~ 
Mr. GARSAUD. It is a pretty good-sized plant. 
Senator McKELLAR. A pretty good-sized plant~ 
Mr. GARSAUD. Yes, sir. · 
Senator McKELLAR. And is it filled with cotton now 1 
Mr. GARSAUD. Of course, I do not pry into Anderson, Clayton & Co.'s 

business, but they probably could tell you that, Senator. 
Senator McKELLAR. You know the firm of Anderson, Clayton & Co., 

cotton dealers, do you not; at least you have heard of that name, have 
you not~ 

Mr. GARSAUD. Oh, yes; I, of course, have heard of it, and I know Mr. 
Jack Johnson and one or two of their operators in New Orleans, but 
I do not know Mr. Clayton; I never met him in my life. 

Senator 1\IcKEu..An. But you do know about the operations of the 
firm~ 

Mr. GARSAUD. In a general way. 
Senator McKEu.An. Either general or special, you know it is a pretty 

good-sized little firm itself, is it not~ 
l\Ir. GARsAUD. I should say it is a big firm. 
Senator 1\IclU:r.LAR. Oh, it is~ 
Mr. GARsAtm. Yes, sir. 
Senator 1\fcKEu..AR. Well, I should judge from some of the testi

mony I read yesterday that it was one of the little fellows that was 
complaining about a monopoly. 

l\Ir. GARSA un. You did not read that in my testimony, Senator. 
(Senator Bankhead at this point resumed the chair.) 
Senator 1\Ic:K.Eu.AR. Maybe not in your testimony, and I am glad 

you did not have anything to say about that, but I want to know how 
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you found out about it, who told you about it; do you not know as a. 
businessman and public servant that the firm of Anderson, Clayton 
& Co. is probably the largest cotton firm in all the world and does more 
business than any cotton firm in all the world~ 

.Mr. GARSAUD. My impression, Senator, is they are perhaps, I ~ould 
not say the largest, but probably ?ne of the largest cotton firms m the 
world, including all of their busmess, but I would not say they are 
the largest warehousing firm in the world. 
warehousing, selling, buying, raising, producing, and compressing 
cotton; is not Anderson, Clayton & Co. one of the largest firms, if 
not the very largest, in all the world, so far as you know~ 

Mr. GARSAUD. As far as I know it is a very large and successful 
firm. 

Senator BANKHEAD. Of course that does not answer the q,uestion . 
Senator McKELLAR. I suppose we can get it from other Witnesses, 

but I am trying to get your idea of the size of that firm . 
.Mr. GARSAUD. Well, Senator, I would not say it is the largest firm 

in the world. 
Senator McKELLAR. What other one do you have in mind that 

might be a little larger in its operation than Anderson, Clayton & 
Co.¥ 

Mr. GARSAUD. I have in mind the Federal Compress Co., and I 
think the other is the Southwestern Compress Co. of Texas, which 
are pretty large firms, too, 

Senator McKELLAR. Do you know the capital of those companies 
and the capital of Anderson, Clayton & Co.~ 

Mr. GARSAUD. No, sir; the only capital I know is what was read 
at the meeting on the Federal Compress Co., yesterday. 

Senator McKELLAR. Did any witness read-! was not here all of 
yesterday, unfortunately for me . 

Mr. GARSAUD. And for me, too, Senator. 
Senator McKELLAR. Thank you, sir; you are very nice. 
Now, is not Anderson, Clayton & Co. a little bit larger than the 

Federal Warehouse Co. 1 
. M~. <;tARSAUD. Frankly, Senator, my impression is, as to warehous
Ing, 1t 1s not larger. 

Senator McKELLAR. But taking the whole business, there is no 
comparison between them, is there~ 

Mr. GARSAUD. Of course, Anderson, Clayton & Co. do merchandis
ing of cotton, and taking that into account, the aggregate of their 
affairs may be larger than those of Federal. 

Se~ator McKEU.AR. Do yo~ know whether. Anderson, Clayton & 
Co. 1s a producer of cotton m other countries besides the United 
States~ 

Mr. GARSA'('l). I do not know that. 
Sf'nator BANKHEAD. You have never heard it! 
Mr. GARSA'('l). I have never heard it. 
Senator McKELLAR. Have you never heard that .Anderson Clayton 

& Co. were engag.:>d in the production of cotton, directly' or indi
rectly, in -rarious countries in South America! 

Mr. GARAAUD. No, sir: I have never heard of that. 
Rt.>nator BANKHEAD. You never heard of it! 
Mr. GARsArn. No, sir. 

/.~' --------------------------------------
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Senator BANKHEAD. You never heard they were engaged in the 
operation of cotton farms or the preparation of cotton, ginning, and 
warehousing in Brazil~ 

Mr. GARSAUD. No, sir; not outside the United States. 
Senator BANKHEAD. You never heard of that' 
Mr. GARSAUD. No, sir. 
Senator McKELLAR. As I recall your testimony, Colonel Garsaud, 

you made the statement yesterday that three or four companies con~ 
trolled the warehousing and storing of a majority of the cotton through-
out the interior; what companies were those¥ · 

Mr. GaRSAUD. The Federal CA:>mpress Co., the Union Compress Co., 
and their affiliates--

Senator McKELLAR. What was the other~ 
Mr. GARSAUD. The other one, I think, is called the Southwestern 

Compress Co., but I am not sure about that. 
Senator McKELLAR. The Southwestern Co.~ 
Mr. GARsAuo. I think that is the name. 
Senator AIKEN. Does Anderson, Clayton & Co. own part or all of 

these companies, or just the Federal~ 
Mr. GARsAuo. I do not think Anderson, Clayton & Co. own any of 

those three. , 
Senator McKElLAR. Did you know Anderson, Clayton was one of 

the lar~est stockholders in the Federal, which you say is a monopoly~ 
Mr. uARSAUD. I heard it for tl~e first time at this hearing, but I also 

heard they control a very small amount of stock. 
Senator McKELLAR. 'Ve have the number of shares already in the 

record, so there will not be any trouble about that and there is no need 
to follow that up. 

Now, you say if Senate bill 262 is passed it would perpetuate a 
monopoly and that that monopoly would be in just a few companies; 
now, what are those companies~ 

Mr. GARSAUD. Those are the ones I have just mentioned. 
Senator McKELLAR. Those three? 
Mr. GARSAUD. Yes. 
Senator McKw.AB. Why do you think it perpetuates that monopoly 

in those three companies when the bill provides in specific terms that 
"such contracts may be entered into without advertising and without 
competitive bidding," and that is just as they have always done; there 
has never been any competitive bidding until this attempt, and fur· 
ther providing "and if the corporation is unable to enter into satis-
factory contracts at reasonable prices without advertising and com
petitive bidding, such contracts may be made pursuant to advertise
ment and competitive bidding." Did you read that in the bill? 

Mr. GARSal:D. I certainly did. . 
Senator McKELLAR. How could a monopoly be created when those 

bids have got to come from all over the entire country, from the ports 
as well as interior States and communities, and anyone can bid on that 
ccmtract. why would it create a monopoly~ 

~Ir. GARSAcn. Do you want me to answer that~ 
Senator ~lcKn.r.AR. Yes, sir. 
)lr. GaRsarn. Because, in the interpretation of the act, the Com

moditv Credit Corporation could not, if it discharged its duty prop
£-rly, consider one section of the act alone; it would have to consider 
the act as a whole. 
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Senator McKELLAR. Surely. . . 
Mr. GARSALD. And it would be governed as well by section 3; 1t 

would be governed by section 3 just as it would be governed by the 
section the Senator just read. 

~enator McKEu.AR. Surely. 
Mr. GARBAUD. And in its determination of reasonable rates, the 

Commodity Credit Corporation would be governed by this clause: 
In determining reasonable rates for the warehousing or storage of cotton 

for the purposes of this act, consideration shall be gi'ren to the rates for such 
services which ha>e been in effect during the years 1936 and 1940, inclusive, 
and no consideration shall be given to unusually low rates at which facilities 
are available by reason of abnormal dislocations in foreign commerce. 

Now, then, in my opinioi1, the Commodity Credit Corporation is so 
limited in its determination of reasonable rates that the result would 
be that they \Yould have to take the reasonable rates offered by the 
interior warehouses under section 1 of the bill and would never get 
the competitive bidding unless--

Senator McKELLAR (interposing). "11y~ 
Mr. GARSAUD. Let me finish my statement, please, sir. 
Senator McKELLAR. Surely; go ahead. 
Mr. GARSAUD. It would ne,·er get the competiti-ve bidding unless 

the rates offered by the interior warehouses were higher than called 
for by section 3, or higher than the rates for service in 1936 to 194:0, 
but the rates from 1936 to 194:0 which would limit the Commodity 
Credit Corporation are higher than the present rate of 12% cents. 

Senator McKELLAR. Well, now, Colonel Garsaud-
Senator ELLENDER (interposing). If I may-
Senator McKELLAR (interposing). Just one minute, please, sir. 
You will notice, Colonel Garsaud, that section 3 has not one single 

solitary word of reference to competitive bidding; that refers to the 
action of the Board in trying to obtain rates without advertising and 
without competiti,·e bidding; competitive bidding is not referred to in 
that section at all, is it~ 

Mr. GARSALD. No, sir; not in section 3. 
~enator ~lcKELLAR. It is not referred to in section 3? 
~lr. GARSAt:n. That is right. 
Senator :\IcKrLLAR. Now in section 2, on the other hand, occur 

tht>~e words to the e1Iect if the corporation is unable to enter into 
satuifadory contracts at reasonable rates, then it is done on the basis 
o~ t'Ompetitire bidding. Now, why would they be hampered in the 
slightest. dt>gree if they did 110t get the rates which in their judgment 
were satisfactory or rea:-;onable; why could they not ad\ertise where 
all people--
. Mr. (1ARSAt:n (interposing). Because it is not left to the jud<Tment 

of the C(Jmmmlity Credit Corporation. ~=> 
Senator llrKtu.AR. It is not left to the judgment of the Com-

motlity Credit? 
~Ir. GARSArn. Xo, sir. 
Senator ~kK.ELLAR. Why not l 
~Ir. GAR~Aro. It says ·•at reasonable rates." 
~·nator ~IrKnuR. But who pa;o;&>s on the rea:::onableness of the 

rates: does not thE' Commodity Credit Corporation pass on these 
rates t 
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Mr. GARSAUD. Yes; and iri passing on those rates they would say 
"What are reasonable rates~" Then they. would say "What does 
section 3 say~" Then they find it says that when we determine 
reasonable rates we shall calculate only on the rates of 1936 to 
1940--

Senator BANKHEAD (interposing). That is not true. 
Mr. GARSAUD. And we are prohibited from considering the rates 

which we have received in 1940. 
Senator McKELLAR. That is a nightmare, Colonel Garsaud; it is 

not in the act and it cannot be put in there for the purpose of this 
hearing~ 

Senator ELLENDER. Then, why not stri.lre it out~ If it is of no 
value, why not strike it out~ · 

Senator McKELLAR. Section 3 is of value in determining reas· 
onable rates, for this reason-and I am going to ask you how much 
export business has been done at the ports in the last year. 

Mr. GARSAUD. At all of the ports~ 
Senator McKELLAR. We will take just your port; take New Or· 

leans, which is one of the best of them all. 
Mr. GARsAun. I think we exported during 1940, possibly, including 

the border cotton, about 620,000 bales. 
Senator BANKHEAD. Beginning and ending when~ 
Senator McK.E:ruR. Yes; beginning and ending when 1 
Mr. GARSAUD. I said during the year 1940. 
Senator BANKHEAD. I know you did, but do you mean the calendar 

year or the market year~ 
Mr. GARsAun. I mean the calendar year. 
Senator BANKHEAD. Of course, we do not figure it that way. 
Mr. GARSAUD. I am only answering the question-
Senator McKELLAR (interposing). I am going to elaborate my 

question so there cannot be any mistab about it, Colonel Garsaud; 
how much cotton is being exported now~ 

Mr. GARsAUD. None. 
Senator McKELLAR. None' 
Mr. GARSAUD. Yes, sir. 
Senator Mc:KEJ:.LAR. As long as that is true, then there is a lack 

of cotton going to the ports for export, is there not? 
Mr. GARSAUD. There is nothing coming to the port for export. 
Senator McKELLAR. There is nothing coming to the port for export 

at the present time; is that right~ 
Mr. GARSAUD. That is right. 
Senator McKELLAR. Now the ports are farther from the domestic 

markets than are the interior points, are they not~ 
Mr. GARSAun. Of course, that depends on the interior point and 

the market. We are not far from some of the southeastern mills. 
Senator McKl:LLAR. I know you are not, but let us take Tennessee, 

Arkansas, and north Mississippi cotton, with which I am very famil
iar. Of course, we are nearer to the South Carolina, Georgia, east 
Tennessee, and Virginia mills and we are also nearer to the north
eastern or New England mills than New Orleans is. 

Mr. GARsAUD. Yes. 
Senator McKELLAR. Why would you want us to ship this cotton 

down to New Orleans and store it down there with the hope that 
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sometime either the export market would open or that we could sell 
it somewhere else~ 

Mr. GARSAlJD. I have not asked for that cotton at all. 
Senator McKELLAR. You do not want that cotton~ 
Mr. GARBAliD. No, sir. 
Senator McKELLAR. What cotton do you want@ 
Mr. GARSAUD. I want cotton that is Govermnent-owned and that is 

not going to a;g1~!ll tQ which you are shipping your cotton. 
Senator Me R. There is plenty of it going to the mills there 

every day now. 
Mr. GARBAlJD. Not of the Govermnent-owned cotton we are seek-

ing- (' . ) y . ki G Senator McKEI..LA.R mterposmg • ou are JUst see ng overn-
ment-owned cotton~ 

Mr. GARSAlJD, That is all of the cotton the Commodity Credit Cor
poration intends to move, as I understand it. 

Senator McKEI..LA.R. Is it not true when there is an export field for 
cotton to be sold in, that your warehouses are usually filled 1 

Mr. GARSAlJD. The warehouses have been filled, not only with cot
ton for export, but they have been filled with cotton for domestic 
consumption. We have shipped a great deal of cotton to the south
eastern and New England mills. 

Senator McKELLAR. Would you give us the figures of the amount 
that has been transported to domestic mills from New Orleans and 
the amount that has been exported for the last 3 years~ 

Mr. GARSAlJD. I can get them. 
Senator ~fcKFLLAR. I would be very much obliged if you will. 
Mr. GARSAliD. I will get those for you. 
Senator McKFLLAR. Now you talk about competitive bidding. In 

this proposal that was issued there is a provision there for only 15 
cents for transporting the cotton from the warehouse to the port
side, is there not~ 

Mr. GARSAlJD. That was in the proposal. 
Senator McKELLAR. It was in there! 
:Mr. GA~AliD. Yes. 
Senator MciU:uAR. That would eliminate every interior warehouse 

at all, because, take those in Memphis, where I live, for instance, 
what is the freight rate from Memphis to New Orleans~ I did know 
it but I have forgotten it for the moment. 

Mr. GARSAlJD, Some witness testified yesterday, I think, it was 56 
cents. 

Senator :McKF.u.An. Fifty-six cents 9 
Mr. GARSAUD. I am not sure of that, but that is my recollection 

of it. 
St>nator McKELr..AR. Now how could a :Memphis warehouse bid on 

cotton that they could only get 51 cents for delivering at the PQrtside; 
that warehouseman would be out of luck, would he not~ 

Mr. GARS.~t'D. No, sir: he would not be out of luck. 
Senator McKF.LLA.R. Whv not¥ 
Mr. GARSAUD. As a mat'ter of fact, that would not estop any in

terior warehouse from bidding. 
N>nator McKEI..LAR. It is in the provision, is it not I 
llr. Gus.~rn. Yes; it is in the proposal 
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Senator McKELLAR. Why would it not stop a man in the interior 
from bidding~ · 

Mr. GARSAUD. I would like to answer that question. 
Senator Mc:KELI..AR. All right. 
Mr. GARSAUD. It is in the prol?osal because the proposal was made 

out as a form and applied to mterior warehouses as well as port 
warehouses, and therefore it was necesary for the Commodity Credit 
Corporation to include an item of service in the proposal that the 
port warehouses could bid on, but the very insertion of that stipu
lation does not apply to interior warehouses; it is not a. service of 
interior warehouses; it is not a service the interior warehouse is 
supposed to furnish, and that was made clear by a witness yester-: 
day in your ab~nce, Senator, that the 15 cents d1d not apply to the 
interior warehouses. As a matter of fact I know some interior ware-. 
houses have bid with that insertion in there; they have actually 
submitted a bid. 

Senator McKELLAR. What interior warehouse has submitted a bid 1 
Mr. GARSAUD. I think a witness will testify later who has sub

mitted a bid. 
Senator McKELLAR. You have diverted my mind and, while I 

am at it, I might as well inquire into it. I asked you yesterday, 
Colonel Garsaud, how much you had bid on this cotton, and you 
did not reply to that question; of course, you had a right not to 
reply if you did not want to. ·Now, you say some other witness has 
made a bid from the interior W 

Mr. GARSAUD. That is right. 
Senator McKELLAR. And you say he will testify later W 

Mr. GARSAUD. Yes, sir. 
Senator Mcli"ELLAR. You also say there would be a saving on these 

bids of something like 6 cents, I believe you testified 1 
Mr. G.1RSAUD. I said it might reach that figure; I did not say it 

would be that much exactly. 
Senator Mc:KELLA.R. It might reach that figure W 

Mr. GARSAUD. Yes, sir. 
Senator McKELLAR. And since you had bid yourself, you are evi

dently speaking with authority to that extent, at any rate. Now you 
are telling about other bids. How were these bids gotten up and 
how were they put out; were they just sent to some few and there 
were only certain ones who talked it over, or how were they put 
out; were they advertised~ 

Mr. GARSAUD. Of course, the Commodity Credit Corporation.can 
answer that question better than I can. 

Senator McKE.u:.AR. But I would like to have you answer. 
Mr. GARSAUD. I got my proposal. 
Senator McKELLAR. You got your proposal~ 
Mr. GARsAt'D. Yes, sir. 
Senator McKELLAR. How~ 
::\Ir. GARSAU>. By mail. 
Senator Mc:KELLA.R. By mail? 
:Mr. GARSAUD. Yes, sir. . 
Senator ~IcKELLAR. Did you ever talk with any o£ them about it~ 
Mr. GARSAUD. About the proposal W 

Senator .McKI:u.AR. Yes, sir. 
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Mr. GARSArD. I asked for a~ i1_1terp~etation of one or two clauses 
in there in order to make my b1d mtelhgently. 

Senator McKELLAR. With whom did you speak~ 
Mr. GAR!;AUD. With Mr. Rathel. 
Senator 1\IcKELLAR. Mr. Rathel~ 
Mr. GARSAUD. Yes, sir. 
Senator McKELLAR. Where did you see Mr. Rathel~ 
Mr. GARSAUD. In Washington. 
Senator McKELLAR. you came here to see him before you put your 

bid in, is that it~ 
Mr. GARSAUD. Yes, sir. , 
Senator ELLENDER. But that was aft€r you got the prol?osal ~ . 
1\Ir. GARSAUD. No; in bidding on a proposal of that kmd there IS 

always, just like any other proposal, some clause. that. may not be 
clear to the bidder, and before the bidder puts his price he would 
like to know what that clause means. 

Senator McKELLAR. Do you not think an interior person, if he has 
hard common sense, or even if it was not so very hard, if he had an 
idea as to his own business, do you not think he would want to know 
whether delivery to the ship at portside with a 15-cent limitation on 
it-do you not think he would want to know whether it included 
freight from the interior place or not! 

1\Ir. GARSAUD. That is the reason I think the interior warehouses 
who testified they could not bid did not use very good judgment, 
bt.>cause, in my op'inion, they should have asked the question, and they 
would have been told-

Senator McKELLAR (interposing). How do you know they would 
have been told; have you been told? Have you been told by these 
gentlemen~ 

Mr. GARi<AUD. I have not. 
8enator McKl:LLAR. How do you know they would have been told 

that the freight would have been excluded if they had asked that 
quPstion ~ · 

1\Ir. GARSAFD. They at least would have been told something. 
SPnator McKELLAR. I know, but you said they stood in the1r own 

light and should have asked the question, and that if they had asked 
the question they would have been told, from which, of course, I 
infer that you meant to say that in your judoment they would have 
been told that it did not include freight, and therefore they had a 
right to bid; is that not a correct inference from your statement~ 

l\Ir. GARSArn. In my judgment, if they had asked the question I 
think they would haYe been told, but of course I cannot say what 
the Commodity Credit Corporation would have told them. 

St>nator Eru:xoER. Did vou luwe any difficulty in getting an inter
prt>tntion of thoi<e clauses to which you referred·~ 

~lr. GARSAl.'D. I did not. 
~,·nator ~kKELLAR. ~nt the trouble about your opinion they would 

have bt"t'n told that freig-ht would have been excluded is that under 
t~tt.' law au~ under. this bi~ding, you do uot pass upon such ques
ti~m:o:: t ~le C ommod1ty Credit ~)rpor~tion passes on whether freight 
will be mduded or whether fre1ght w1ll be excluded, does it not~ 

~lr. GARS.\t"D. TI1at is right. 
~enator ~kKrLLAR. Xow, when you spoke so certainly awhile a~ro 

about they would ha'fe lx>en told if they had simply gone to the trouble 
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of asking the question and they could have then bid, I understood, 
and I got the impression very distinctly from your statement, that the 
Commodity Credit Corporation would have told them, the officers of 
the Commodity Credit Corporation, Mr. Robbins, or Mr. Rathel, they 
would have told them that freight was excluded, and I judged from 
the way you talked, that they had told you that ; had they~ 

Mr. GARSAUD. I never asked that question. 
Senator Mc'K.Eu:.AR. Did th~y ever tell you that of their own motion~ 
Mr. GARSAUD. Not on that Item, but I had no trouble in getting an 

interpretation of the clauses on which I was seeking an interpretation 
from them. Therefore, since they so readily answered my inquiry, I 
assume they would have answered equally frankly the inquiry of the 
interior warehousemen. 

Senator McKELLAR. Do you think the interior warehousemen from 
western Texas and California, and even in Virginia where there is a 
li~tle cotton raised, do you think they would have the money, like you 
d1d, to come up here~ Yon came up at the expense of the State organ
ization you work for, did you not~ 

Mr. GARSAUD. Yes, sir.· 
Senator McKELLAR. Did you think one of the gentlemen like the one 

who was on the stand yesterday who has a little warehouse that ware
houses only 14,000 bales, do you think warehousemen like that would 
come up here and ask Mr. Rath~l or Mr. Robbins for an interpretation, 
whether when they say they are not going to pay but 15 cents to put 
the cotton from the warehouse onto the ship do they mean to include 
freight; do you think they would have the money to do that~ 

Mr. GARSAUD. They could have wired. 
Senator Mc:KEu..An. They could have wired~ 
Mr. GARSAUD. Yes; and it would not have cost much. 
Senator McKELLAR. Do you not think it would have been better 

for the Commodity Credit Corporation to have made their bid so plain 
that any fair-minded man could understand it and so that it would be 
absolutely fair to all bidders; do you not think that is the way the 
bids should be made; do you think it should be covert and that there 
should be intricate stipulations put in on the bidding that to the minds 
of most men would exclude some and include others? 

Mr. GARSAUD. Are you through with the question, Senator? 
Senator 1\fc:K.Eu.AR. I am . 
Mr. GARSAUD. I do not think the Commodity Credit Corporation 

tried to cover anything; I do not think they tried to make it intricate 
at all. However, they might have made it a little clearer than it was. 

Senator McKELLAR. Yon think they might have made it a little 
clearerY 

Mr. GARSAUD. Yes. 
Senator McKELLAR. Colonel Garsaud, have you been here for a day 

or two~ 
Mr. GARSAUD. I have been hera since Thursday morning, Senator. 
Senator McKELLAR. You have heard all of the interior warehouse

men testify that in their judgment they could not have paid these 
charges with 15 cents and, therefore, they could not bid at all; did 
you not hear them testify to that~ 

Mr. GARSAUD. Yes; but-
Senator McKF.LLAR (interposing). You do not think they are tell

ing the truth Y 



REGULATE W AREHOt'SI:XG OF OOTTON 215 

Mr. GARSAUD. They are too good friends of mine for me tot~ 
that way. I agree with their judgment th~y could .not haye .Paid 
the freight in a charge of 15 cents, but I disagree w1th their Judg
ment they could not have bid; I think they are entirely wrong on 
ili~ . 

Senator McKELLAR. You think they are entirely wrong¥ 
1\lr. GARSAUD. Yes, sir. 
Senator McKELLAR. Of course, that is a difference of opinion, and 

we will not go into that further. 
Now, I want to ask you another question here, if you will, Colonel 

Garsaud. You said the Government would save 6 cents a bale by 
this prorosal; how would it do that¥ 

1\fr. GARSAUD. I said it might reach 6 cents a bale. Senator, you 
were not here when I testified--

Senator .McKELLAR (interposing). No; but I tried to ascertain as 
best I could from such memoranda as I had and such statements as 
were made of your testimony, but I was here for the most part of it. 
I want to know where you got your information about a saving of 
6 cents a bale. 

Mr. GARSAUD. let me see just what I did say. Here is what I said, 
Senator; may I read it again¥ 

Senator McKELLAR. I would be very happy to have you do so. 
Mr. GARSAUD. I said: 
Now, then, assuming that the present rate of 12% cents per month per bale 

applicable upon loan cotton is maintained, it is calculated that with an average 
of four bales in the loan, the average farmer would save annually $1.20. Assum
ing that the average farmer would desire to take advantage of such lower rates 
as the Commodity Credit Corporation has been able to obtain through the 
competitive bidding system, it can be set down that the saving to the average 
farmer may run as high as 6 cents per bale per month. 

Senator Mcl\ELLAR. Now, I want to ask you the question a second 
time; would you mind telling the committee what would be saved 
if they accepted your bid~ 

1\Ir. GARSAUD. I would say this, Senator: If I answered that ques
tion it would be practically answering your question of yesterday 
from which I was excused from answermg, but it is based on th6 
assumption it would run, if the Commodity Credit Corporation has 
a bid as low as 9 cents, then, 9 from 15 is 6, and that would be the 
saving from the present 15-cent rate. 

Senator BaNKHEAD. How much is on15 and how much on 12%! 
Mr. GARSAUD. I am talking there not about the loan cotton, but 

the 15-cent rate these gentlemen have testified to here as the pro· 
ducers' rate. 

Senator 1\Icl{ELLAR. 1\Ir. Garsaud, do you know of your own knowl· 
edge that for many years, for the past 10 years, at least, and even 
~onger tl.1an that, evE>n as long as I have been in both Houses, which 
lS a perwd of nearly 30 years and will be 30 years on the 4th of 
March, I belie-re, during all of that time you know the Go-rernment 
~las been cndea-roring to do for the farmers what they han been do· 
~ng for m1muf~cturers in this country, and aiding them in overcom
m~ ~he low prices that they have had to undergo and in other ways 
hetpmg them, do you not t 

Mr. GAR~Arn. And with which I am in full sympathy. 
Senator llc!U:u..ur. You know that has been done during all of 

the..-:e years! 
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Mr. GARsAun. That is right. 
Senator Mc'KELLAR. And you know that since 1930 or 1931 that the 

Government has subsidized the farmers to a very great extent, the 
cotton farmers as well as the others, do you not 1 

Mr. GARsAUD. That is right. 
Senator McKELLAR. And you know that right now, and during all 

of these years since 1931, that the Government has been trying to 
lessen the cost and make the farmer's return as large as possible; 
you know that, do you not~ 

Mr. GARSAUD. That is right. 
Senator McKELLAR. Now, do you belieYe that interior warehouses 

without Government cotton, without this backlog of Government cot
ton, could afford to warehouse cotton for 9 cents a bale~ 

Mr. GARSAUD. I think that the interior warehouses could afford to 
maintain the farmer's prices at 15 cents in view of the fact that the 
Commodity Credit Corporation could not possibly move. more than 
20 percent of the present stock in the interior to the ports, leaving 
the interior warehouses about 80 percent as a backlog. 

Senator McKELLAR. Do vou know whether that is the purpose of the 
Commodity Credit Corporation~ 

1\lr. GARSAUD. Whether it is the purpose or not makes no difference; 
it is a fact the ports could not take more than 20 percent of the cotton. 

Senator 1\lcKEI.LAR. The ports could not take more than 20 per-
cent. · 

Mr. GARsAUD. Yes; I testified to that yesterday. 
Senator McKELLAR. Now, do you know that farmers, warehouse

men, and cotton dealers from the interior hnve all testified that if this 
backlog of Government warehouse cotton is taken away from the 
interior warehouses and sent to the port warehouses that it means 
they must inevitably raise their rates to about 25 cents for the first 
month and 20 cents for the succeeding months; you know that, do 
you not! 

Mr. GaRSAUD. They have testified to that; yes. 
Senator McKELLAR. You know about that testimony~ 
Mr. G.ARSAUD. Yes, sir. 
Senator McK:Ex.LAn. You do not believe it is true 9 
Mr. GARSAUD. I think they are mistaken. 
Senator McKELLAR. Assuming for the moment that that is true, are 

you in favor at this time, with the low prices and with no export market 
for cotton, are you in favor of increasing the warehouse charges on 
the farmers of the South¥ 

Mr. GARSAUD. I am not; and that is the reason I did not want this 
bill pas__~d. 

Senator McKELL.ut. You say how will this bill affect it other than 
to send the Government cotton to the ports, because there is a law 
prohibiting the Commodity Credit Corporation from sending cotton 
that farmers are interested m without the specific agreement in writing 
of the farmer and those agreements have not been had; there is a law 
against that; we had to pass two laws in order to make it effective; the 
first one was not effective, and we will probably have to pass another 
law in order to prevent this reconcentration of cotton, ana I think 
we will; but, however that may be, how will this bill, in your opinion, 
hurt the farmers¥ 
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Mr. GARSA uo. Because I think the result of reconcentrating cotton, 
or keeping the cotton you have in the interior now, is going to remove 
a field of competition and is going to cause a congestion o! storage in 
the interior, and the old law of supply and demand is gomg to come 
into effect and the interior warehou~s are going to raise the rates to 
the farmers eventually. 

Senator Mci\ELLAR. Eventually is a long time; when are the rates 
going to be increased on the fanner if the present system is kept in 
voguef 

.Mr. GAHsAro. If none of that cotton is mond, it may take place 
next year. 

SeHator B.\KKHEAD. Let me ask a question. 
Sellator McKELLAR. Yes; indeed. 
Senator BANKHEAD. What is the total capacity at the ports~ 
Mr. UARSACD. About 6,000,000 bales. 
St>llatrn· BANKHEAD. And you have 1,300,000 there now, as I under-

stand 1 
1\lr. G.\RfiAUD. No, Senator. 
Senator BANKHEAD. That is what a witness testified. 
Mr. GARSAtD. We have about 3~500,000 bales at the ports now. 
HPnator Rn;KHE.AD. The 1,300,000 bales was Gm·ernment cotton~ 
Mr. GARS.\ uo. Yes, sir. 
Senator BANKHEAD. And you have how much there now? 
Mr. GAI<SAUD. About 3,500,000 bales, all told. 
Senator BANKHEAD. What is the total interior capacity, the capacity 

outside of the ports~ 
Mr. GARSAUD. The interior people will have to testify to that. 
Senator B.\NKHEAD. You do not know~ 
Mr. GA~t'lACD. No, sir. 
~enaror UAKKHEAD. M you now need only 2,500,000 bales to fill 

your capacity~ 
Mr. GARSAVD. No, sir; I said we could take care of about a million 

and a half or a million and three-quarters bales. 
Senator .McKELL.\R. You mean all of the facilities in New Orleans~ 
1\Ir. GARS.\UD. No, sir. 
:::lena tor BANKHEAD. You mean all of the ports. He means if he put 

that amount in there they would be choked. · 
Senator 1\Ic:KEu.An. I see. 
Senator BANKHEAD. But you ha'fe no approximate information 

about the capacity of the interior warehouses, that is, all warehouses 
exdusi,·e of the ports~ 

~lr. GARSACD. I do not have the final figures; no, Senator . 
. Senator BANKHEAD. Have any of you that information; do you ha'fe 
1t, ~lr. Reed? 

~.lr. Rno. I am sorrv. but I did n?t hear you, Senator. 
~enator BANKHEAD. Do you ha'fe mformation on the capacity of 

tht.> iutt•rior warehouses 1 
~h-. Rn:o. Yes, sir. Flat bales, 6,800 000; standard density 10 -

2l~l,OOU, and by l'ertain insurance impron'ments of fire walls we ~ould 
nu~ the stamlard densit.Y capacity to 13,000.000 bales. 

St>nator BANKHEAD. l on ha'fe 6,800,000 of what kind of bales f 
~lr. REED. rncompl'l'ssed bales. 
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Senator BANKHEAD. Assuming it was all uncompressed, with the 
compression capacity added to the uncompressed cotton, that would 
naturally stay uncompressed, what is the capacity~ ' 

Mr. REED. You mean-
Senator BANKHEAD (interposiug). If you go along
Mr. REED ( interposii_!S'). Just hke it is~ 
Senator BANKHEAD. res. . 
Mr. REED. It is about 50 percent compressed and 50 percent uncom

pressed. Therefore the capacity on that basis would be in the neigh
borhood of 8,100,000 bales. 

Senator BANKHEAD. Eight million one hundred thousand~ 
Mr. REED. Yes, sir. 
Senator BANKHEAD. If they had the same proportion of compressed 

cotton that they now have, that would be the total figure~ 
Mr. REED. Yes, sir. . 
Senator BANKHEAD. Now, what is the total storage now in the 

interior warehouses? 
Mr. REED. I have that figure-! am speaking for 397, and not all 

of them. 
Senator BANKHEAD. I am asking £or the total. The witness has 

raised the question of capacity and I want the figures for the com
mittee because I would rather have the figures than his opinion; he 
may be right, but I do not know. 

Mr. GARSAUD. I am perfectly. willing to accept Mr. Reed's figures. 
Mr. REED. I do not have the figures for all facilities, and I do not 

believe that figure is available unless the Department has it. 
Senator McKELLAR. We will undertake to find out when we get to 

the Department. 
Senator BANKHEAD. This witness has given an opinion that soon 

you would not have any facilities available, and I want the facts. 
Mr. REED. There is plenty of room in the interior except in certain 

sections where there is an apparent complete use of capacity. · 
Senator Mo:K:.Eu.AR. How much room is there in the facilities you 

representW 
Mr. REED. For about 3,000,000 bales. 
Senator McKELLAR. In addition to what you now have~ 
Jtfr. REED. Yes, sir. 
Mr. GARSAUD. I suggest when you get the capacity of all of the inte

rior warehouses that you also get a rough estimate of what the next 
crop will be next July or August. · 

Senator BANKHEAD. How are you going to estimate next year's crop 
when it has not been planted t 

Jtfr. GARSAUD. We can make a rough estimate. 
Senator Mo:K:El.LAR. Let me finish, gentlemen-
Senator BANKHEAD (interposing). Mr. Robbins, can you have the 

Commodity Credit O>rporation furnish us with the capacity of all 
warehou~1 You have heard this colloquy; can the Commodity. 
Credit Corporation furnish that later; that is, the total capacity of 
all interior warehouses~ We have the capacity of the ports. 

Mr. RoBBINS. Senator Bankhead, we should be pleased to give you 
whatever statistical data we have on the total capacity of warehouses 
that have stored Government-owned or Government-loan cotton. 

Senator BANKHEAD. We will be glad to have that. . 
Mr. RoBBINS. That is not for all warehouses, but only those w1th 

which the Government has done business. 
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Senator BANKHEAD. All right. . 
Senator McKELLAR. Now, Mr. Garsaua, to go back to where I left 

off, do you believe the interior warehouse can handle cotton for the 
first year for 9 cents Bt bale per month, including insurance~ . 

Mr. GARSAUD. I answered that qWlstion, Senator. I believe the 
warehouse could maintain the present rate of 15 cents to the farmer 
in view of the fact that only about 20 percent of their present stock · 
can be·moved to the ports, leaving them 80 percent of the backlog. 
My 9 cents that I figure is not the charge I said the interior .could 
make. I said that was the saving the farmer might make-I mean 
what I said was there may be a saving of 6 cents a bale. I did not 
say the interior warehouse would make a charge of 9 cents. 

Senator McKELLAR. I just wanted to get it clear. Do you believe 
the interior warehouse can handle the cotton in the second and sub~ 
sequent years for 6 cents per bale per month including insurance W 

Mr. GARSAUD. I did not say that. 
Senator McKELLAR. Do you believe it~ 
Mr. GARSAUD. As I testified in the afternoon during your absence, 

Senator, before I can answer that question there are many things 
I would like to know about the interior warehouse; I would like to 
know other things besides just can they do it. · 

Senator McKELLAR. Do you know anything about the location pre
miums on cotton; do you know of that situation in regard to the 
sale of cotton whereby certain localities have a premium on their 
cotton, or get a premium; do you know about that~ 

Mr. GARSAUD. That is right. 
Senator McKELLAR. That is true W 

Mr. GARSAUD. Yes, sir. 
Senator McKELLAR. If this cotton is sent to the ports, would that 

premium still remain W 

Mr. GARsAuo. Yes, sir. . 
Senator McKELLAR. Now I want to ask you if before the Interstate 

Commerce Commission-did you appear there in a proceeding con
cerning the warehousing and transportation of cotton on b~half of 
New Orleans~ 

Mr. GAnsAuo. I did not. . • 
Senator McKELLAR. Do you know who did 9 , 
Mr. GARSAt:rn. I presume the joint traffic bureau appeared. 
Senator McKELLAR. Do you kri.ow that at hearings oefore the Inter~ 

state Commerce Commission these cotton merchants from New Or
leans conrended it was not practicaL to identify the cotton as to its 
orip:in ¥ 

l\Ir. GARSAt'D. Senator, they do not warehouse the cotton and I do, 
and I can identify the ootton. 

Senator McKELLAR. You think they were wrong~ 
Mr. GARSArn. Yes, sir. 
Senator 'McKELLAR. You said the ports only wanted 16 percent of 

the total GoYernment-owned and producer-pled!red cotton--
:Mr. GARS.um (interposing). I d1d not say the

0 
ports wanted that· 

I said we could only take care of that. • ' 
Sl'nator :McKElLAR. You can only take care of that much! 
Mr. GARSArn. Yes, sir. 
St'nntor :Me KELLAR. How much would that be in bales! 
Mr. GAn."Arn. About a million and a half or a million and three

quarters bales. 
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Senator McKELLAR. W oulcJ. that not am mint to 36 percent of the 
4,878,000 bales of Government cotton owned in the interior~ 

Mr. GARSArD. I did not say 16 percent of the Go"Vernment-owned 
cotton, but 16 percent of the present stock; which is it1 

Senator BANKHEAD. Just the -present stock. 
Mr. GARSAUD. I think Mr. Reed's figures- ·. 
Senator McKELLAR (interposing). That would be about 2,000,000 

bales, would it not 1 
Senator BANKHEAD. He said a million and a half to a million and 

three-quarters. 
Senator McKELLAR. But he said 16 percent of 11,000,000 bales, and 

thnt would be 1,800,000 bales. . 
Let me ask you this: Do you think it would be advantageous for the 

interior farmers to order the Government to ship their cotton to the 
ports, where there is no export market for it at all, and keep it there 
in storage and paying the additionai freight and paying for the 
sampling out of the cotton and payin,g for the port charges if it is put 
on a boat; do vou think it would be cheaper to handle that cotton that 
way than in the interior warehouses, as has been done :from the time 
this (\,vernment-owned cotton started 1 

Mr. GARSAUD. I do not think any cotton that is destined for mills 
to which it can move cheaper :from the interior should be shipped to 
the ports, but there is a lot of cotton that can be shipped to the ports 
or southeastern mills and eventually for export, particularly the 
Government-owned stock, that should be put at the ports today in 
order to make room in the interior for the producers' cotton and the 
loan cotton of the :farmer. 

Senat~n· McKELLAR. And you would do that although it. costs the 
Go\ernment more to move that cotton and you would do it although 
it will cost the farmer more to warehouse his cotton there than in the 
interior~ • , 

1\Ir. GARSAUD. I do not agree"it would cost the Government more 
money. I think the Government will save money and I also think 
the farmer will save money. 

Senator McKELLAR. All right; do you know of any farmers who 
agree '•ith you on that proposition~ : 

Mr. GARSAUD. If I could get a bunch of these farmers in this room 
by myself and give them an analysis of it, I think some of them would 
ch~nge their minds. . . 

~enator McKELLAR. Do you'thmk they have come up here and have 
tried to mislead the committee 1• They have all testified straight out 
to the contrary. 

Mr. GARSAUD. I do not think they have tr~d to mislead the com
mittee, but they do not have the full picture. · 

• Senator BANK~D. He is very convincing. 
·Senator McK'EL:LA.R. Yes, he is very convincing; but as far as I am 

concerned, I am still unconvinced. 
Senator BANKHE.m. Are there any other questions 1 
Senator McKrLLAR. Will you wait one minute, please, sir? Mr. 

Reed, will yoit tell us whether the bid that has been asked for has ever 
been put in the record l 

Mr. REED. I put in the forms that they sent out :for the bids. 
Senator 1\IcKru...\R. You have pnt in the bid forms? 
1\Ir. REED. Yes, sir. 
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Senator McKELLAR. But no bid itself has been put in g 
Mr. REED. No, sir. · 
Senator McKELLAR. But the forms asking for the bid are in the 

record~ 
Mr. REED. Yes, sir. 
Senator McKELLAR. All right; go ahead, Senator Ellender. 
Senator ELLENDER. I want to as Mr. Garsaud a few questions with 

respect to this competitive advertising that is provided for in section 1 
of this bill. 

As you will note, should the Commodity Credit Corporation not 
l'eceive, or should be unable to obtain reasonable rates and facilities, 
then that section provides for competitive bidding. 

Mr. GARSAUD. That is right. 
Senator ELLENDER. Now, is it not a fact that should competitive 

bidding be resorted to, again the Commod·ity Credit Corporation must 
be relegated to the provisions of section 2 in the bill~ 

l\h'. GAR:<AUD. Right. 
Senator ELLENDER. How could it be argued that that is competitive 

bidding for all people engaged in warehousing, if as provided in sec
tion 2, "All cotton which is warehoused or stored under any contract 
or arrangement made by the Commodity Credit Corporation shall be 
warehoused or stored in the nearest locality to the place where it is 
produced, or to the place where it is located when such contract or 
arrnngeme11t is mnde, within which satisfactory facilities can be ob
tained at reasonable rates"; how can we argue, in view of the provisions 
of section 2! that there is true competitive bidding~ 

Mr. GARSAUD. Well, my interpretation of thnt would be that the 
competitive bidding under section 1, if reasonable rates as determined 
by section 3 are not available to the Commodity Credit Corporation, 
that that competitive bidding' would be restricted to the localities 
covered by section 2. 

Senator ELLENDER. Well, now, youknow as well as I do that there 
is no cotton grown within 125 or 150 miles of Xew Orleans, is there 1 

Mr. GARSAUD. As far as the New Orleans warehouse is concerned, 
under section ~ we probably would not be in a position to bid. 

Senator ELLENDER. Although I do not know how the conditions are 
ttround other ports, as I interpret seetion 2, which would have to be 
the matter taken into consideration in case of competitive bidding, that 
insofar as the cotton that is actually produced, only those warehouses 
lo<.·ated where it is produced will be eligible for this cotton, and as to 
this other cotton, if it is located at pi:·esent warehouses within the 
interim·, where facilities are now obtainable at reasonable rates, that, 
again, would exclude the city of .Xew Orleans, would it not1 

.Mr. GARS<AUD. That is right. 
~enator ELLENDER. Or, in fact, any other port, would it not~ 
Mr. GARSAUD. I believe so: yes, sir . 

. Sena~or ELLENDER. X ow, Mr. Garsaud, th~re is only one more ques-. 
t10n. ~enator ~IcKellar asked you about tlns and I would like to ~et; 
a specific answer if you can ~ire it. Before I ask vou the question. let 
me s~y this preli1~1inarily: There is no question but that the Commodity 
Credit Corporation has reduc~d these rates by contracts in the la:;,t · 
4 or 5 ~·ears, is there t 

:!·.1~27:.!-fl-15 
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:Mr. GARSAUD. Its administration of those affairs have had that 
result. 

Senator ElLENDER. And there can be hardly any question but that 
if the Commodit:y Credit Corporation is able to obtam cheaper rates,. 
that that would m effect have a tendency of reducing interior rates, 
would it not~ 

Mr. GARsAUD. It might and it might not. 
Senator ElLENDER. I know, but is it not reasonable to believe that 

would be true, judging from their past performances? 
Mr. GARSAUD. Well, it would have the tendency, just like in any other 

competitive field, to reduce the rate, but there may be a point at which 
the interior warehouse would not be able to reduce any more, or where 
the port warehouse would not be able to, for that matter. 

Senator ElLENDER. That being true, Senator McKellar asked yoa 
a very pertinent question which I would like to have answered by 
you if you can. Suppose yon were called upon in New Orleans to 
perform the same services as are now being performed by the inte
rior warehouses, that is, to have the cotton graded, to have the notes 
executed, and attend to a large number of producers, rather than the 
one big operation, would it be possible for you to handle that cottQn 
for 9 cents, or even 10 cents; that is, if you had to have in your ware
house, not this immobile cotton but both immobile and mobile cotton; 
could you handle any of that cotton, or the average of it, at as low 
as 9 or 10 cents a bale per month~ 

Mr. GARSAUD. Do you mean storage only1 
Senator ELLENDER. Yes. · 
.Mr. GARS.AUD. You mean that as fas as the public cotton warehouse 

is concerned~ 
Senator ELLENDER. Certainly. · 
Mr. GARSAUD. The tariffs of the public cotton warehouse are made 

annually, and manv other factQrs are involved in making that public 
tariff other than what the warehouse can do as a warehouse; but if 
this warehouse should perform the same services at reasonable and 
compensatory rates, services besides storage, and by that I mean re
ceiving, weighing, sampling, packing, and compressing, as the inte
l'ior warehouse was getting from the producer, then I believe the 
storage rate, as a storage rate, could be done at from 10 to 12 cents. 

Senator ELLENDER. And give all of that service to the farmer, such 
ns preparing their notes--

Mr. GARSAUD (interposing). You must I'emember, Senator, we are 
talking about storage rates. Storage in itself involves practically no 
handling. Whatever handling of coton is done, the warehouse must 
pay for those services and is entitled to a profit, and makes it. There
fore, the storage rate merely becomes a return on your investment. 

Sl'nator ELLE!II'l>ER. You heard these warehousemen, or a good 
many of thl'm, tl'stify, and I believe you have read the record. 

~Ir. GARS-'.UD. Yes. 
Sl'nator ELLENDER. And assuming they are correct in their state

ment that the average length of time this cotton remains in the ware
lwnse is about 90 days--

~Ir. GARSArn (interposing). That is the producers' cotton. 
Senator Eun'l>ER. That is what I am talking about, the producers' 

('Otton. Do you think that those warehousemen could handle the pro-
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ducers' cotton as well as the Gm·emment on a 9-cent basis1 In other 
words that would mean about 27 cents per bale, if you can get 9 cents 
!'fc,ra~e-27 cents to not only store the cotton but sample it, weigh it, 
aTHl do e'Terything that has to be done with it. 

Senator McKELLAR. Insure it. 
Senator ELLENDER. Insure. it, and do practically everything that 

hal' to be done~ 
.\h. GARSAt:D. Well, I think the large interior warehouses that do 

it-1 am not saying the small warehouses with st,nall busi~ess can do 
it but based on the figures that the most expenenced Witness gave, 
).lr. Taylor, as to inve~tment, what a warehouse costs-! do not neces
sarily agree with the cost, but that is what he has testified to, about 
~()0,000-he could store for 10 cents. 

Senator l\IcKELLAR. And perform all those services¥ 
Mr. GARSAl1D. He gets paid for the services. 
Seuator ErLENDER. Not according to the testimony. 
Senator l\IcKELr.AR. No; he has to insure the cotton. 
Mr. GARSAUD. The owner has to pay for compressing. All the 

wnrehouseman does for the 15 cents today, he receives, samples, 
weighs, and stores it. 

Senator l\IcKEILAR. Yes; and insures it. 
Mr. GARSAUD. Of course the insurance. 
Senator .McKELLAR. And moves it out when it is sold. He per· 

forms all those services. • ~ 
Mr. GARSAUD. Moving and insurance is a matter that each ware

house must determine for itself and, as has been testified, the insur
auce is 2 or 3 cents a year a bale a month, and some of it is 5 or 6 cents 
a month. 

Senator ElLENDER. You say that those lar~er interior warehouses 
could perform the service at 10 cents~ That is your opinion~ 

Mr. GARSAUD. On the basis of )Ir. Taylor's cost of the warehoust'. 
St'mtlor ELLENDER. What about the vast number of other smaller 

warehouses located throughout tl1e cotton area? 
Mr. GARSAUD. I think the smaller warehouseman, who has prob

ably paid more per square foot for his building than Mr. Taylor has 
estimated, who has a high insurance rate, could not do it· at that 
price. 

&nator ELLENDER. And if that were true, then what would happen 
to them l Would they either ~ro out of business or be absorbed by 
tht>se otlwr larger ones, and in the long run would not that affect the 
farnwr? 

Mr. GAnsAro. Yes; it should. Nobody has said that the cotton is 
all going to be taken away from the small warehouseman, that I 
know of. 

St>nntor )!cKrLLAR. It was done in 1934 and 1935. 
Senntor ELI..ENDER. It is not a question of taking it away, Colonel 

Garsnud, as I see it. It is the fact of establishing these lower rates 
!hat will probably hare to be followed by these warehouses, because 
1f you take the a\·erage farmer, if he learns that a certain warehouse 
if' ~torin~r cotton for as low as 9 cents, and he is sent a bill for 15 cents 
or 20 <'l'llt~, he will want to kilOW why. It might be pretty hard to 
.-xplnin, and the probabilities are that rather than try to explain, 
.thl'Y might come down. In other words, the tendency· would be to 
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lower the rate so low that it strikes me it would reach the point 
where they could not operate unless they raise the rates, and if they 
do raise the rates, that would have the effect of forcing high rates 
to store and handle cotton, which, of course; the farmer would have 
to pay. 

As Senator McKellar pointed out, I think the Government has 
gone a long way to try and reduce these expenses to the farmer and 
see to it that he obtains a reasonable return for his crop. 

Mr. G.aRSAUD. Yes; but you are assuming the hypothetical case 
which is not going to take place. For instance, suppose a million 
and a half bales were moved from the interior to the port. That is 
all the port can take. That still leaves quite a backlog for the inte
rior warehouses. Now the interior warehous<'S have a contract pres
ently with the Commodity Credit Corporation, therefore the present 
rate is going to be maintained on the cotton that remains in storage 
with the interior warehouses. ' 

Senator McKELLAR. How can you make that assumption, since you 
might put in a bid for 9 cents 1 Now might it not be argued that the 
Commodity Credit Corporation will go to some of these interior ware
houses, where they might be able to take four or five thousand bales, 
and then force the movement of all the interior cotton that is now 
Government-owned at this low price of 8 cents or 9 cents~ 

Mr. GARSAUD. B.ut they could not force the movement to the ports 
when they have already filled the ports. 

Senator ELLEXDER. But they might force the movement of cotton 
in the interior, so that these 9-cent rates would be obtained through
out that area. Do you not think so? 

Mr. GARSADD. Xo; I do not think they would do that. I do not 
think they could do it. They have gone now to the competitive system 
of bidding. They have got bids but I do not know what they are. I 
know what mine is. I assume that they can only move the bales that 
the port can take. When that is done, if they are going to lower the 
rates in the interior again, they are going to have to go to the in
terior and ask for competitive bidding in the interior, and all the in
terior people have to do is for each man to bid his own price. So that 
would only happen if some of the interior warehousemen themselves 
would bid a lower rate. 

Senator ELLE..11IDER. But this bidding that is taking place here is 
not related only to the ports, as I understand it, but is for all the 
cotton that is located in the interior. 

l\Ir. GARs.mn. The interior warehousemen have testified that they 
could not bid, and they did not bid, so there is no bidding in the 
interior. 

Senator 1\IcKELI..An. You said there was one. 
Mr. GARsAun. I know of one. 
Senator McKELLAR. Who is thaH 
~Ir. GARSAUD. He has testified. 
Senator 1\Ic::K.ru:.AR. Would you mind telling us what State he is 

from~ 
Mr. GARSAUD. He is from the State of Georgia. 
Senator McKEu.An. What rates are you getting now! 
Mr. GARSAUD. For storing cotton, 12 cents. 
Senator Mc!U::LLAR. Twelve cents. You have got a contract with 

the Government¥ · 
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Mr. GAns.mo. Yes, sir. 
Senator McKELLAR. You are getting 12 cents now~ 
Mr. GABSAUD. Yes, sir. 
Senator McKELLAR. When you made that contract did you think 

that was a reasonable contract and a fair contract~ 
Mr. GAR"lAUo. I did not make it. 
Senator Mc!ULLAn. Who made it~ 
Mr. GARB.mo. The former administration. 
Senator McKELLAR. The former administration~ You said that 

undPr that rate in that former administration-your port authority 
is called whaU 

Mr. GARSAUD. The Dock Board. 
Senator McKELLAR. That they did not make any money, and they 

were getting 12 cents for this. Now you want to reduce the rate@ 
1\Ir. GARSAUD. Yes, Senator; but I also said in answer to your 

question that I did not like to explore that field. 
Senator McKELLAR. Well, I will not ask you to explore that field, 

but I just want to call your attention to the fact that you yourself 
are now receiving 15 cents for the first month and 12 cents for the 
succeeding months, are you not, both from the farmers and from 
the Government~ 

Mr. GARSAUD. Yes. I might tell you, Senator, that I reduced the 
pay roll at that plant from $18,000 a month to $8,000 a month. 

Senator McKELLAR. Well, that is a fine thing for your organiza
tion, but the men that got fired, it was a little hard on them, 10,000 
of them tumed out of employment. I do not know whether that is a 
good thing or not, Mr. Garsaud. I have my doubts about it. 

Senator ELLENDER. Most of them are on relief now and the Federal 
Government is taking care of them. 

Senator McKEu..AR. I cannot bring myself to think that it is a good 
plan for an organization like yours, a public organization like yours, 
to discharge 10,000 employ~s and put them on relief. I have my 
doubts about the wisdom of that. 

Mr. GARsAuo. We had to strike a balance. 
Senator McKFLLAR. I know you had to strike a balance. You have 

a budget, I suppose. · 
Senator BANKHE...\D. He wants the interior boys put on relief. 

[Laughter.] 
&nator McKELLAR. Do you think it would be a. wise thing, you 

having put 10,000 of your employees on relief, do you think it would 
be a wise thing for all the compress and warehousemen in the country 
to put their people on relief, too~ 

Mr. 0ARS.\UD. I did not say I put 10,000 men on relief. 
Senator McKElLAR. You said you turned off 10,000. 
Mr. GARsAuD. But Senator Ellender said thev went on relief. I 

said I ha,·e reduced the pay roll from $18,000 to $8,000. I did not say 
an~:thing about 10,000 men. I am talking about dollars. 

Senator McKr.LLAR. I beg your pardon. Maybe you were right 
and l was wrong, and I want to correct it. How many men did you 
fire¥ 

St'IHI.tor WIUJS. Over how long a period was that! Was that a 
mont hi~ pay roll~ 

Mr. G.,RSAt'D. We rE'duced the pay roll~ I think it was on November 
1, from $18,000 a month to $8,000 a month. That is $10,000 a month 
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saving for the taxpayers of the State of Louisiana. As I tried to 
explam to the Senator, we had to strike a balance between the indi
vidual who gets fired and the taxpayer who may be called upon if we 
do not operate economically. · 

Senator McB'.ELLAR. What is the average amount you pay these em
ployees-how much a month~ Could you give that 1 

Mr. GARSAUD. Yes. We have all sorts of rates, Senator. We have 
hourly men; we have monthly men; we pay some of them $100 a month; 
we pay foremen $150 a month; we pay our superintendents $300 a. 
month; we pay our mechanics 67 cents an hour; and so on. 

Senator McKELLAR. Did you fire any of your foremen and stenog-
rapher~ or did you fire the plain man who does the work~ 

Mr. UARSAUD. I fired mostly the. high-priced men. 
Senator McKFLLAR. All right, sir. That is all. ·: 
Senator ELLENDFR. Just one minute. The question has been raised, 

and in a measure it reflects to a certain extent on the administration 
of State affairs while I was a member of the State ~overnment-

Senator McK"ELLAR (interposing). Let us not go mto that. 
Senator ELLENDER. Well, I want to ask Colonel Garsaud just one 

question, if he can answer it. How does the pay roll that is now pre
vailing compare with what it was when you were manager, before yon 
left in 1929, and also, how does the business compare back in 1929 with 
conditions now~ 

Senator BANKHEAD. Do you mean 1929 or 1939? · 
Senator ELLENDER. Well, 192~ to 1929. In other words, Colonel 

Garsaud testified that he was manager of the port from 1926 to 1929, 
and he has been manager from September or November of 1940 to 
date. Now what I would like to have put into the record, if we can, 
is the comparative business that was done by the port during the time 
that he was in office from 1926 to 1929, and also the comparative pay 
roll for those periods, and if he has not got those figures available I 
will be glad if he will put them in the record. · 

Senator MoKELLAR. All right. Let us haYe them put in the record. 
Mr. GAUSAUD. Very well. 
Senator BANKHEAD. Now will you come back on the stand, Mr. 

White? 
STATEMENT OF J'OHN C. WHITE-Resumed 

Senator McKELLAR. 1\Ir. White, are you a farmer or do you belon~ 
to the despised profession that I happen to be long to, a. lawyer 1 

Mr. WHITE. I am in your bad state, Senator. I had some ex· 
perience earlier raising cotton in Texas, but that has been a good 
while ago. 

Senator McKELLAR. Did you plant cotton? 
l\fr. WHITE. A little. Not much. I lived in a section of Texas 

where not much cotton was raised. They raised corn, cattle, and so 
on; and some cotton, but not much. 

Senator McKELLAR. Whom do you represent in this proceeding' 
Mr. WHITE. American Ports Cotton Compress & Warehouse As· 

sociation. 
Senator 1\IciULL..!R. Who owns the American Ports Cotton Com-

press & Warehouse Association~ · - · 
Mr. WHITE. This association, of course, is a trade organization. 

It has numerous members, and we put that list of members in the 
record yesterday. 
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Senator McKELLAR. You have already put that in~ 
l\Ir. WmTE. Yes, sir. : 
Senator McKEU.AR. You do not represent Anderson, Clayton & 

Co. as a cotton firm 1 
l\Ir. WHITE. Not in this proceeding. 
Senator McKELLAR. Are you their general counsel here in the 

city of Washington 1 , 
l\Ir. WHITE. Well, I am a member of a law firm which has offices 

in Houston and here, and my firm does represent them. 
Senator BANKHEAD. What is the name of the firm~ 
1\Ir. WmTE. Fulbright, Crooker, Freeman & White. 
Senator McKELLAR. And how long have you represented the firm 

of Anderson, Clayton & Co., cotton buyers and cotton merchants in 
the city of Washington? . 

l\Ir. Wmn:. 'Yell, l have practiced law in Washington since 1927. 
Senator McKELLAR. And you haYe been representing them since 

1927~ 
:Mr. WHITE. Yes, sir. 
Senator 1\IcKEu.An. Thirteen or fourteen years~ 
Mr. Wmn~. Yes. 
Senator McKELLAR. What kind of business does a cotton firm have 

in WJ!shington ~ Do they have lawsuits here 1 
l\Ir. WmTE. The chief business they have is, of course, income-tax 

proceedings. The other principal reason for our office here is in the 
practice of interstate commerce law before the Interstate Commerce 
Commission. 

Senator McKELLAR. Do thPy have interstate law suits~ 
l\lr. WHITE. They certainly have. 
Senator McKELLAR. And income-tax suits~ 
l\lr. WHITE. Unfortunately, both. Fortunately for me, probably. 
Senator McKELLAR. Can vou t('ll me where does the firm of Ander-

son, Cl~yton & Co. operate f Do they operate in any country besides 
the Umted States~ 

l\lr. WHITE. They have offices, I think, in all cotton-buying coun
tries, except those that may have been closed up by the Wt!.r. They 
also have offices in most cotton-producing countries. 

Senator McKELLAR. Are they producers of cotton in Brazil, in 
Peru and, I believe there is a very little in Argentina Y 

Mr. WmTE. I think 100,000 bales or so are raised there. 
Senator l\lcluLLAR. Have they plantations, cotton plantations in 

foreign countries t 
Mr. WmTE. No, sir. 
Senator McKELLAR. Counting subsidiaries and all? 
Mr. WmTE. Yes, sir. 
SPnator McKELLAR. They have none~ 
~~~· '~Hl,'rE. So far as I know, their only direct ~otton raising 

actmty ts m wE>st Texas, where they have one expE>rtmE>ntal plant 
where one of thE>ir subsidiariE>s produces a particular quality of se.ed 
tht>y are trying to devE>lop for general use. 

St'nator McKELLAR. But it is an international cotton buying and 
selling roncem, is it not! 

~lr. WHITE. It is an American concern . 
. Sl'Mtor ~IcKr.LLAR. I know, but they ha-re offic.es in foreign c.oun

trwst 
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Mr. WHITE. They sell domestic cotton, and they handle foreign 
cotton as well. 

Senator McltELLAn. Now, let us see where they have foreign offices. 
Senator BANKHEAD. In every foreign country producing cotton. 
Senator McKELLAR. Do they have offices in Brazil~ 
Mr. WmTE. Yes, sir. 
Senator McKELLAR. They have offices in Venezuela, do they~ 
Mr. W BITE. No, I believe not. 
Senator McKELLAR. In Colombia! 
Mr. WHITE. I think there is no cotton there. 
Senator McKELLAR. In Peru~ 
Mr. WHITE. I am not sure, but I believe so. Yes; I think that is 

correct. · 
Senator McKELLAR. In Paraguay or Uraguay! 
Mr. WmTE. No. 
Senator McKELLAR. In Venezuela? 
Mr. WmTE. No. 
Senator McKELLAR. And do they have an office in Argentina~ 
Mr. WmTE. Yes, sir. 
Senator McKEtun. They also have offices in Egypt? 
Mr. WHITE. In Egypt and in India. 
Senator McKELLAR. They have warehouses along the ports, and these 

warehouses were built for their own cotton, were they not, largely? 
Mr. WHITE. No; they were built to e!1gage in the business of han

dling and warehousing cotton .. 
Senator MciUu..An. And that business in the ports has been a little 

slack lately, has it not? 
Mr. 1VHITE. I would not say "lately." It has been slack since the 

flat loan program started in 1933. 
Senator McKELLAR. Has it not been a good deal flatter since the 

present European war started~ 
Mr. WmTE. Not as to warehousing. 
Senator McKELLAR. If not as to warehousing, what about the ex

port market? You carry cotton to the ports for the purpose of 
exporting, do you not? 

Mr. WHITE. You carry it there primarily for that purpose; yes. It 
also moves, of course, from the ports to interior places in line of transit. 
It can do that equally well. 

Senator McKELLAR. It can do it, but you have to pay more freight 
when you do that, do vou not? 

Mr. WHITE. You do not move cotton to the port as to which you 
would have to pay more freight, but you can concentrate-all Texas 
cotton at Houston, I believe l\fr. Reed testified, and I take his word 
for it, in line of transit to the southeastern mills. 

Senator BANKHEAD. Gentlemen, I have an important engagement 
at 12 o'clock and I must leave at that time. Senator Ellender will 
preside. I have a letter here which I will put in after l\fr. White's 
testimonv, a letter from the Secretary of Agriculture in response to 
the resoli1tion that the committee adopted, which I will read for the 
benefit of those present : 
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non. E. D. SMITH, 

DEPARTMENT OF AGRidULTURE, 
Washington, Janurwy 11, 1941. 

Chairman, Committee on A.gr·i<-ulture and Forestry, United States Senate. 
DEAR SENATOR 8MITII: This is to advise you that the date for the acceptance 

of bids that have been recei\'ed for the storage of Government stocks of cotton 
will be postponed from February 1, 1941, to not later than March 23, 1941, in 
accordance with the request for deferment set forth in a resolution adopted on 
January 23 by the Committee on Agriculture and Forestry. 

This nction is taken on the assumption that every effort will be made by the 
lnterestf•d persons to expedite a consideration of S. 262. 

Sincerely yours, 
(Signed) CLAUDE R. WICKARD, Secretary. 

In view of my statement I am going to ask Senator Ellender to take 
the chair, and we will agree that we will recess at 12 o'clock until 
2: 30 this afternoon. 

Senator 1\IcKEr.LAR. Now, Mr. White, you realize, of course, that 
if you ship cotton from Arkansas, Tennessee, and northern Missis
sippi, down to New Orleans, and store it at New Orleans, and after· 
ward manufacture it in TPnnessee, Routh Carolina, and North Caro
lina mill~, it would cost an additional amounH We all know that. 

Mr. WRITE. If they moved it down there and back it would be 
utterly foolish. 

Senator McKELLAR. Surely, it would be utterly foolish for them to 
do it. Now, I want to ask you how many bales of cotton, if you know, 
has Galveston now, of Gorernment-owned and produced or pledged 
cotton~ 

Mr. 'VHITE. I would have to add it up, Senator. I do not have the 
total. . 

Senator McKF.LL.\R. The total is 801,646 bales, is it not? 
Mr. WHITE. In Galveston 1 
Senator l\IcKELLAR. Yes. 
l\lr. \rinTE. I would be surprised if it is that much. 
Mr. REED. That is correct. 
Mr. WHITE. As of '''hat date? 
Mr. REED. Jnnuary 8, 1941. 
Senator McKELLAR. Are you willing to accept those figures, or do 

you want to examine it further? · 
1\lr. WHITE. If 1\Ir. Reed says that is the figure, I am sure it is. 
Senator McKELLAR. In Houston at the same date there was 673 941 

bales1 ' 
l\Ir. WRITE. Yes~ 
Senator McKELLAR. How much more cotton do you fi(Ture for your 

firm, or whoever you represent, if any others! ...., 
l\lr. WHITE. A million and a half to a million and three-quarter 

bales would })l'etty well cover it. 
&>nat or l\lcKILLAR. For those two places 9 
Mr. WHITE. No; for the whole group of ports. 
Senator McKElLAR. How much more do you think Houston and 

Galre.ston ought to hare~ 
Mr. WHITE. We have witnesses from those ports here, and they can 

answer that. I cannot. 
Senator McKELLAR. Have not Anderson and Clayton-does not 

Anderson, Clayton & Co. own the Long Reach facilities~ 
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Mr. WHITE. It is one of the two plants of the Houston Compress 
Co. 

Senator McKELLAR. Is not that the largest plant in the world 1 
lfr. WHITE. I do not know, Senator. It may be. -
Senator .Mc.K.Eu.AR. And it was construct~d purely as an export 

facility, was it not¥ . 
Mr. WHITE. No; it can be used for other purposes as well; for, 

in.sttmce, in the shipment of cotton to the New England mills by coast
Wise movement. It serves that purpose. 

Senator .McKE!.LAR. But it will not serve for cotton shipped to 
Carolina mills or Virginia mills or Tennessee mills or West Virginia 
mills or Georgia mills, would it~ 

1\Ir. WHITE. If it is Texas cotton, which, of course. is the principal 
cotton which is moved there. It would serve that purpose. 

Senator 1\fcK:E:i.LAR. What is the capacity of that plant 1 
Mr. WHITE. I do not know; but we will put that in the record. 
Senator :McKELLAR. Is it not about 750,000 bales? 
Mr. WHITE. I simply do not know, Senator, but we have a witness 

who will put that in. 
Senator McKELLAR. And how manv bales are in it now? 
.Mr. W"mTE. I cannot answer that either, but we will also put 

that in. 
Senator McKELLAR. Now, I asked you if it was not for export busi

ness, and you said it was also for dome~tic business. I want to ask 
you if it has not wharves for doqking boats and conveyors for loading 
the boats directlv from the warehouse? 

~Ir. WHITE. The Lo1!g Reach Plant also has wharf facilities. 
Senator 1\fcl{ELLAR. lias it got those facilities for the railroads 1 

It has not got facilities for loading cotton on cars? 
Mr. WmTE. Yes; it has. . 
Senator McKELLAR. Those same facilities are used for both? 
Mr. WmTE. They could be; yes. 
Senator McKELLAR. But it is not used for both? 
Mr. WmTE. Yes; I expect itis. · 
Senator McKELLAR. You suspect iU Now, let us ask, Mr. White, 

please do not let us suspect. There is too much suspicion going 
around the country already. I am afraid you suspicion that there 
is something improper in this bill, and l do not like such suspicion. 
Do you think it is fair-let us come down to just a question of fair
ness-that a particular warehouse--and I suggest it just as one of 
the many-that a particular warehouse was evidently built for the 
export tradl.', and now that export mark<>t has gone, do you think it 1s 
fmr to force domestic cotton to be handled by beating down interior 
warehouse chargi.'S 1 

Mr. WmTE. I think there are a lot of different factors involved in 
that. 

Senator McKELLAR. I am asking you whether you think it is fair 
now because you have got a big, empty, or very largely empty, ware
house down there that Anderson, ClaytDn & Co. have built primarily 
for its e-xport trade, to come in here with the Commodity Credit 
Corporation and get them to open bids for the first time in its history 
that this cotton has been use-d as bait to take away the business that 
has bt>en from time immemorial in the inland warehouses, so that 
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your warehouse down there can be built np ~ Do you think that is 
fair~ 

Mr. WHITE. I can sav neither "yes" or "no" to that question, but I 
will say this, that I ca1i say nry (ie~nitely that if it is ~ g?04 idea to 
reduce costs on Government handlmg of cotton, and 1f 1t IS not a 
question of subsidizing some interior competition, I think it is wise 
Gonrnment policy to store cotton where it can be stored efficiently 
and at as low cost as possible. 

Senator McKELLAR. Do J·ou think it is a wise policy now-you have 
heard all this testimony-do you think it is a wise policy for the Gov
ernment to single out its cotton, which is probably for long storage 
and therefore it costs less to store, and get rates that are lower for the 
Government, and bring about rat-es that are higher to the farmed 
Do you think that is a good policy W 

Mr. WHITE. I think If a farmer-
Senator Mcl\ELLAR (interposing). I am not ta1king about "if." I 

am talking about under that state of facts that I gave you, assuming 
that they are true, as has been testified here, do you think it is fair 
and just to raise the rates, the warehouse rates, on the fanner, so as 
to l!et lower rates for the Government on its cotton@ 
· Mr. WHITE. Senator, I am sorry, but you did not hear all my state

ment yesterday. 
Senator McKELLAR. I am awfully sorry, too. It was not my fault, 

but just my misfortune. 
· Mr. WmTE. But our position is that that is simplv a bugaboo which 
has been raised. • 

Senator 1\fcKEUAR. Just a bugaboo~ 
Mr. WHITE. Yes. 
Senator McKELLAR. Now, just one moment on that. There was n 

~entleman by the name of Barnett who came down from near my 
old home in Alabama, where I was born, and he said he had a ware
],ouse down there in 1934 or 1935, where he had about 14,000 bales, 
or maybe it was a capacity of 14.000 bales, and the Commodity Credit 
Corporation that year reconcentrated-at that time they had a big 
word for it-I believe they are calling it "rewarehousing". now, but 
at that time they had a reconcentration of cotton, and ~fr. Barnett 
testified that after that order went into effect to reconcentrate that 
rotton, one morning somebody came in-he had 5,000 bales left, and 
(llle morning folome strangers walked in and hauled out the 5,000 bales 
that. was in his little warehouse, and took half of it and sent it to 
::!lfobile and the other half went to Selma, and at no reduction of 
rnte, as a matter of fact. Do rou think that is wise! Do you be
lit>,·e in reconcentrating cotton m the middle of the season¥ 

Mr. WHITE. Well, Senator, I would say I would rt>concentrate mv 
rotton whenever I could get a cheaper rate for it. In other word8, 
I think ordinary business principles should govern the handling of 
Government cotton. ~ow, let me say this, I think that Mr. Bar
nett-as to the facts of the particular transaction I do not know, 
but I do think the small war.ehouse company of the type represented 
hy Mr. Barnett has a particular problem. It does not have this 
cm!pression revPnue, and I think there is a serious problem there 
wlud1 both the Gowrnment and the Congress ought to consider, but 
thflt is not the problem that we lutve here. 



232 REGULATE WAREHOUSING OF OOT'.OON 

Senator McKELLAR. Well, I am glad that you agree that there is 
some problem, even on the part of the small warehouseman. 

Mr. WHITE. I say the problem is on the part of the small ware
houseman. 

Senator McKELLAR. Well, you admit that part. I want to ask 
you another question now. You know Mr. Clayton, of Anderson, 
Clayton & Co.~ 

Mr. WmTE. Yes, sir. 
Senator McKELLAR. A very delightful gentleman. Did you know 

he has testified that this :facility that you say was :for both domestic 
and foreign cotton-th~t he has testified that it was built :for the 
export trade! 

Mr. WHITE. Well, certainly it was built :for the export trade, be
cause 90 percent of the cotton there moves export. 

Senator BANKHEAD. But you said awhile ago that it was built for 
both export trade and domestic trade, as I remember it .. We could 
turn back and read it . 

.Mr. WHITE. It was built for the export trade and domestic trade 
as well, primarily :for export trade. 

Senator .McK.Eu:.AR. And when your employer, Mr. Taylor, testi
fied that it was built for the export trade, he was just guilty of a 
la psus linguae, was he 1 

Mr. WmTE. No, sir; he was not; 90 percent of the Texas cotton 
and Oklahoma cotton went to the export trade, and so it undoubtedly 
was the biggest :factor in leading to the construction of the ware
house. I might say that if the export trade had not been there, in 
all probability the warehouse would not have been built. It would 
have been built at some other point. But it was built there to serve 
both purposes. 

Senator McKELLAR. Well, I will let you and .Mr. Clayton fuss over 
that. We will not go into it further. 

Is it not a :fact that that facility in Houston, and the other one 
there that Anderson, Clayton & Co., in whose interest you are here 
this morning-

Mr. WHITE (interposing). No, sir. 
Senator McKELLAR. Wait a minute-Anderson, Clayton & Co., in 

whose interest you are here this morning, have capacity there to 
store an additional 800,000 bales because of the loss of their export 
trade1 

1\fr. WHITE. I think that is erroneous, but we will give you the 
exact figures by another witness. 

Senator McKELLAR. I will thank you very much to give us the 
exact figures. Now you said, when I said in whose interest you are 
here, you say you are not here in the interest of Anderson, Clayton 
& Co.1 

Mr. WHITE. I am representing the American. Ports Compres8 & 
Warehouse Association. 

Senator 1\fcKELL .. \R, 1Yell, do they compose a very considerable part 
of that association 1 

Mr. WHITE. They are an important :factor in it. 
Senator McKELLAR. And you represent Anderson, Clayton as an 

organization, and have ever since you have been here g 
Mr. WmTE. I also represent a number of other organizations, very 

respectable people whom you know. 



REGUL.\TE WAREHOTJSI:\'G OF COTTON 233 

Senator McKELLAR. I congratulate you on your fine representation, 
but the fact remains that you represent Anderson, Clayton & ~., 
whose manifest interest is to have this cotton put at the ports, lS It 
not! 

Mr. WHITE. Not altogether. 
Senator McKELLAR. Is it not to their advantage~ 
Mr. WHITE. They would also like to see some of it go to southeast

ern interior plants. 
Senator McKELLAR. That is because they own southeastern interior 

plants; is it not~ 
Mr. WHITE. Yes, Senator; it is. 
Senator McKELLAR. They own those, and therefore your first con

cession is that the small warehousemen would be hurt by the port 
warehousing of Government cotton, and now you draw a little line 
around southeastern Georgia1 is it not 1 

Mr. WHITE. It is in Georgia. 
Senator McKELLAR. Now you want to make another exception for 

southeastern Georgia, the interior part of the country known as 
southeastern Georgia, where Anderson, Clayton & Co. have ware
houses~ 

1\Ir. WmTE. That is your testimony, not mine. 
Senator McKELLAR. I am asking you that question. 
Senator ELLENDER. Just a minute, Senator. I think Mr. White 

onght to be permitted to answer the questions, and I would suggest, 
Mr. White, that you take this opportunity of testifying. 

Mr. WHITE. Well, Senator, I was afraid your question carried the 
implication with it that I was representing solely the interests of 
Anderson, Clayton here, and that is one point we are going to make 
absolutely clear before this hearing is over. 

Senator McKELLAR. Make is clear right now. I would like to 
have you tell us how much of your time is for Anderson, Clayton & 
Co. and how much of your time as a witness is for the American Ports 
Cotton Compress & Warehouse Association t 

Mr. WHITE. All of it is for the American Ports Cotton Warehouse 
Association. 

Senator McKELLAR. And none of it for Anderson, Clayton & Co. Y 

Mr. WHITE. Not directly; no, sir. 
Senator McKELLAR. You are simply acting as attorney for the 

Ports Association, and Anderson, Clayton happens to be a member 
of that association Y 

1\Ir. WHITE. That is correct. 
Senator ELLENDER. To the same extent that Anderson, Clayton is a 

member of the Compress of the Federal Compress, and Mr. Reed 
testified in behalf of that association~ 

~lr. WHITE. That is right. 
Senator .McKELLAR. Now, speaking of that, Anderson, Clayton & 

Co. are the largest stockholders, individual stockholders, as I have 
lx>en intonned, in the Federal Compress Co., which you say is a 
monopoly~ 

1\Ir. WHITE. Senator, docs not that prove that I am not repre~ 
senting Anderson, Clayton' 

Senator 1\IcKm.AR. I do not think it does. I think that where 
Anderson, Clayton control, you are representing Anderson, Clayton, 
B.lld where Anderson, Clayton does not control, although they are the 
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largest stockholders, as in the Federal Warehouse, you are against a 
monopoly in cotton that Anderson, Clavton does not control. Thnt is 
the way it looks to me. • 

Mr. WmTE. But, Senator, I doubt whether they are the largest 
stockholder. 

Senator McKELLAR. Well, we have got the amounts here, so it does 
not make any difference. , 

I want to ask you something else now. What is the capacity of all 
your facilities ~ 

~rr. WmTE. We will put that in the record, Senator. 
Senator Mcfu:J:.I.AR. I want vou to put in the uncompressed bales, 

the standard density compressed bales, and the high densitv com· 
pressed bales. Will vou do that? • 

Mr. WmTE. If that can be obtained, we will. 
Senator McKELLAR. I would like to have the space that is now 

being used, and the amount of it that can be used, to store Govern
ment-owned or loan cotton in Brownsville, Tex., Corpus Christi, Tex., 
Houston, Tex., Galveston, Tex., Beaumont, Tex., Lake Charles, La., 
New Orleans, Ln., Mobile, Ala., and Gulfport, Miss. Can you give 
me thaH 

1\fr. WHITE. Will you give me the sheet so I can take those nota
tions? 

Senator l\fc~R. Yes, I will hand you a cory when I get 
through. You said that there were no warehouses without compres
sion machinery west of the Alabama-Mississippi State line. Is that 
correct~ 

Mr. WmTE. I said they were not an important factor. 
Senator McKELLAR. And they are not an important factor. You 

did not say there were none~ 
Mr. WHITE. No. 
Senator Mc:KEu.aR. Well now, what could you call an important 

factor? Yon see, when I ask you this question you must consider 
this thing: A big concern like Anderson, Clayton probably would 
think that Mr. Barnett's compress was not an important factor, or 
1\fr. Jones' compress was not an important factor, but what I want to 
knowis--

Wr. WHITE.(interposing). They are east of that line. 
Senator McKELLAR. I know, but what ones are west of the line? 

Do you know of any~ 
Mr. WHITE. I think there are a very few in west Texas. · 
Senator McKELLAR. Is it not a fact that there are 396,05'0 bales of 

cotton stored in the interior warehouses of Texas, that do not have 
compression machinery~ 

Mr. WmTE. I do not know, Senator. , 
Senator McKEu..AR. But if there is, that would be an immaterial 

matter to big dealers like Anderson, Clayton & Co.~ 
Mr. WHITE. Three hundred and ninety-six thousand bales is an 

awful lot of cotton. 
Senator McKELLAR. Is it 1 
Mr. WHITE. The Federal plant in :\Iemphis has more than that, 

or approximately that much. 
Senator )IcK!:u.ut. Incidentally that cotton does not-I will ask 

:vou the qeustion, does it include cotton from 1934 to 1939, and if it 
includes the 1940 and U loan cotton? 
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Mr. WHITE. Someone else compiled that figure, Senator. I do not 
know. · . 

Senator McKELLAR. Now, as I read Y?ur testimony-;-! haYe got. a 
part of it here-Senator Bankhead sent 1t to me last mght-you satd 
that section 3 of S. 262 requires an averaging of the rates from 1936 
to 1940, and would require the C. C. C. to pay 18 to 20 cents .rer hale 
per month. You surely did not mean .tD make a statement like that, 
did vou Mr. White~ Mr. \\'HITE. I said the standard as set up was approximately 18 
cents, and Mr. Reed agreed that that was the figure. 

Senator McKELLAR. ~Ir. Reerl agreed that that was the figure? 
Mr. WHITE. Yes; that was the average of the rates. 
Senator McKELLAR. This will he informal, but can we not ask 

Mr. Re<'d right now, do you agree to that figure, Mr. Reed~ 
Mr. REED: I did not agree that the hill established an average 

rate. I agreed that 18 cents was an average rate between 1936 
and 1939. 

Senator McKElLAR. But the bill does not establish any such 
figure. 

Mr. WHI'I'E. But the only purpose in there, SenatDr, wonld be 
t.o set up this standard of 'reasonableness, and I was making that 
point. because if any warehouse is then willing to make an 18-cent 
ratt>, no competitive bidding will be permitt€d by your bill. 

Senator McKELLAR. There is not a word in that section about 
comtwtitive bidding in the first place, and in the next place, what 
hurts your concem or concerns-if I may use the plural-would 
hurt your concerns, is that it provides that this abnormal condi
tion of the export market, where we are not selling any cottDn 
abroad, should not be taken into consideration. 

l\11'. WHITE. Senator, I think that particular provision of your 
bill is meaningless. 

Senator McKELLAR. If it is meaningless, why bother about it l 
Why testify about it~ 

l\lr. WmTE. I did not testify about it. 
Senntor ELLENDER. Not the wlwle section 3 ~ . 
Mr. WRITE. No. I said section 3; I believe it is section 2. 
Senator McKELLAR. No; seetion 3 provides: 
In dl'TI:'rminiug rl:'asomtbl(' rates for th(' wart>llousing or storag€' uf enttuH 

tor tlw pnrpo8t>s of this act, consideration shall be giwn tu tht> rllt~>S fol' 
sue~ ill'f\'i('t'S wbkh. have b('(>n in etiet't during the years 11:136 to lWO, in
rlu8m'. and no eomadt-rntiou shall be gin>n to unusually low rates at whid.t 
facilities art> a\·ailllhle by reason of abnormal dislocations in foreign (•omm,..ret>. 

Mr. WHITE. Let me see it a minute. 
St>nator McKELLAR. Yes; look at it. [Handing S. 262 to ~h. 

White.] 
Mr. W mn:. Yes: I did eonfnse that. I thought this "no con

f'iJl•mti?n" was in the pre,·ious section. But I will say this, Senator, 
that tlus dau~ ''nnd no consideration shall be <riven to unuliuallv 
lt~w rat~s at. which. facilities are available by r:ason of abnornuil 
th:-.!(~·:~tlons l!l foretgn commerce'' is meaninglPss. There ure w1 

fal'lltttl·~ av:ulablt> by reason of abnormal dislocations in fot·ei)!n 
(.~0 lllllle 1'\'l'. 

St>ll:ltot· ~IcKrLI.All. Well, if there are not, vou think it tloe~ not 
hurt yo11 tlwn t • 
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Mr. WmTE. No, sir. 
Senator Mc:Kl:Lr.AR. You do not object to that section~ 
.Mr. WIDTE. No; that is perfectly all right. All we object to 

is the establishment of an 18-cent rate as a condition precedent for 
competitive bidding. 

Sana tor McKELLAR. ;you <'id say in your testimony yesterday 
that it established an average rate, but there is no average rate 
established in that section. Will you read it again and see whether 
the word "ayerage" appears in it or can be construed to appear in 
it~ You are a lawyer. I am a lawyer . 

.Mr. WHITE. I should say that the natural interpretation of this 
would be to take an average rate, an average on some weighted 
basis. That is what I would do if I was doing it. 

Senator .McKELL.-\R. Well, I wrote it. It is my bill. It was not 
written by the cotton people or the warehouse people or anybody 
else. I wrote this bill my~lf and I think I know what it is, and 
it never had anv such thing in it and I had no such intention. 

Mr. WHITE. You have discovered, as I have, that the original in
tention of the author is not always carried out. 

Senator ~IclC:E:u..!R. Yes; I have discovered that. And may I 
explain by saying to the committee that Senator Bankhead and I 
provided a bill, in his bill-and I believe it was in the Appropria
tions Committee, though I am not sure-but anyhow, we provided 
that they should not reconcentrate any of this cotton in which the 
farmer was interested, unless the written consent of the owner was 
obtained, and the next thing we knew, the Commodity Credit Cor
poration had a printed provision in the application for the loan, 
agreeing to the reconcentration of the cntton, a.nd when we found 
that out. we put in the bill a provision that there must be, before 
there was any reconcentrntion of cotton that the farmer was inter
ested in. a specific af!l'eement in writing, separate and apart from the 
application, and under this bid that pnrt of it is being disregarded, 
beeause there is a lot of the cotton asked for in the bid, in which the 
farmer still owns an interest, and as to which he has never signed 
such an agreement. 

Now, I may ask you if you saw the proposals for bids before they 
went outY . 

Mr. WHITE. No, Senator. · 
Senator McKELL.Ut. Were you consulted bv Mr. Robbins or Mr. 

Rathell, or did you talk to either one of them before the bids went 
out¥ 

.Mr. WHITE. Senator, I learned of this in the presence of the presi
dent of the National Cotton Compress and Warehouse Association, 
of which Mr. Reed and I are assoc.iate counsel. Mr. Beatty and I 
went together to see Mr. Rathell. We received at that time his bid 
proposal. 

Senator :Mc.K:tu.AR. Was that before it was sent out or afted 
Mr. WHITE. It was the day it was sent out. 
Senator :McKE:u.AR. The very day it was sent out? 
Mr. W BITE. Yes. sir. 
Senator ~IcKELJ...-\R. Was it changed any after you looked at it1 
Mr. WBITF.. Xo. Senator. I would have been very glad to have 

had it changed in some respects. 



REGULATE W AREHOUSIXG OF COTTON 237 

Senator McKELLAR. "'hat was the oc.casion-now, here was the 
Commodity Credit Corporation asking for bids on the warehousing 
of cotton. What was the occasion of their sending for you or of 
your going to S(>e them? 

Mr. WHITE. The {>resident of the National Cotton Compress and 
W a,rehouoo AssociatiOn was here. The press release came out that 
dav, and we went down to get it. 

Senator McKEu.AR, Who was the president ofi the association¥ 
Mr. WmTE. Mr. F. J. Beatty, of Charlotte. N.C. 
Senator McKELLAR. Of this same aggregation of companies that 

you say you represe~t ~ 
Mr. WHITE. No, s1r. 
Senator McKELLAR. Well, how did it happen t 
Mr. WHITE. The National Cotton Compress and Warehouse 

Association is composed of the American ports interests, and 
of the interests which Mr. Reed represents, we are all together in 
one national association. Of course, we fight a lot, but we do try 
to get together on some things. 

Senator McKELLAR. This is a fight between the ports and the in
terior, is it not~ 

Mr. WHITE. It is a fight between the ports and the large interests 
in the interior. 

Senator McKELLAR. Why, you just told us awhile ago, you testified 
that it would be very hurtful to the small people in the interior. 

Mr. WHITE. No; I did not say that. 
Senator :McKELLAR. You did not say that 1 
Mr. WiuTE. No, sir. I said there was a problem. 
Senator McKELLAR. You did say there was a problem. 
1\Ir. WHITE. But I did not exclude the little warehouses. I did 

not say that the bid proposal would injure them. 
Senator McKELLAR. You would not say that the bid proposal 

would injure them~ Well, we will let the record decide it. I think 
yoliJ are wrong. However that may be, I will ask you another 
question. Did this bid that you saw-

Mr. WHITE (interposing). I did not see the bid, Senator. It was 
the public relense that went out to everyone. 

, Senator McKELLAR. Did you see it when you went up there~ Had 
it gone out when you went up there~ 

1\Ir. WHITE. It had been mailed out; yes. 
Senator McKELLAR. Well, you have seen it, though~ 
1\Ir. WHITE. Yes; it is in this record. 
Senntor McluLLAR. Does it include both Government-owned and 

producer-pledged cotton~ 
Mr. WHITE. It does. 
Stonator 1\IcKEIJ..AR. And it includes both Government-owned and 

pl·oducer-pledged cotton, whether the producer has signed an agree
nwnt thnt it can be reconcentrated or not, does it not 1 
. ~[r .. WHITE. Yes. I P?inted out ye~terday that insofar as cotton 
m ~·!n.rh the }~roducE'r still .has a loan mterest is concerned, the port 
fac1htlt>S certamly hnve no tdt>a that that could be moved until after 
tht>. Commodity Credit Corporation ascertained the average rates 
nv:ulahle, Wt'llt back to the interior facilities and said: "'Will you 
nwet this awrage rate''-they do not have to pay any attention to 

2!l4:!i2-41-16 
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the abnormal rate. And if the man in the interior says: "Ye~,'' 
':f6 don't get any of that cotton. 

· Senator 1\Ic:K.ELL!R. How do you know what was in the mind of 
the Commodity Credit Corporation~ Yon are talking about like 
you did a little while ago-no; I believe I have you mixed up with 
another man. 

Mr. WHITE. I have read the law, Senator. 
Senator McKELLAR. Well, it does not conform to the law, does it? 
Mr. WHITE. It would not if they did not give the int~rior ware-

1wuseman, after notice~ specifically after notice, the right to nwet 
the bid, but if they give him that notice-

Senator 1\IcKELLAR (in!erposing). Have you got the law here~ 
~1r. REED. Yes; I have It. 
Senator McKELLAR. Well, I have got another hearing at 2 o'clock 

this afternoon. which I am obliged to attend, so I will have to 
reexamine you later on. 

Senator ELLENDER. How long will it take you? 
Senator McKElLAR. Ten or fifteen minutes. depending on the cir

cumstances. But I have several other things to look after now, and I 
hope you will postpone it, and maybe tomorrow morning we can 
continue. 

Senator ELLENDER. The committee will stand in recess until 2: 30 
this afternoon. 

(Whereupon, at 12: 15 p. m., a recess was taken nntil 2: 30 p. m. 
this day.) 

A~ RECESS 

(The committee reassembled at 2: 30 p. m., pursuant to recess, 
Senator Allen J. Ellender presiding.) 

Senator ELLENDER. The meeting will be in order. 
l\Ir. White, Senator McKellar cannot be here this afternoon, and 

I understood him to say that he desired to further cross-examine yon. 
~Ir. WHITE. That was my und('rstancling, sir. 
Senator ELLENDER. And if you have other witnesses, will you call 

them~ 
Mr. WHITE. Yes: I believe I will call Mr. Ernst as the next wit-

ness. 

STATEMENT OF R. D. ERNST, PEESIDENT AND GENERAL MANAGER 
9F THE MANCHESTER TERMINAL CORPORATION, HOUSTON, 
TEX. 

Senator ELLENDER. Mr. Ernst, will you identify yourself for the 
record 1 

)Ir. ERNST. My name is R. D. Ernst, Houston, Tex. I am presi
dent and general manager of the Manchester Terminal Corporation. 
At this time I am also vice president of the American Ports Cotton 
Compress and Warehouse Association. 

I might say in the beginning that I am opposed to Senate bill 262. 
I have been privileged to read a good portion of the record of several 
~e~:::ions of hearings held by your committee on Senate bill 262, and 
th:.>re is one important feature which I would like to be sure is clear 
to nll members of this committee and all other parties who are eli
redly at intert>st in this matter. It seems to me that in many sections 

• 
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:throughout the country, and I belie,·e sometimes e,·en here in Wash
ington the impression is ofttimes given, and likewise received, that 
the so-~alled ports interest is just one big outfit which controls cotton 
warehousing, compressing and kindred activities at all of these ports. 
The facts do not bear out any such idea or ideas. 

Reference is often made to the Anderson-Clayton interests as being 
the one big monopolistic operator at the ports, and so here at this 
time it should prove helpful, it seems to me, that I call these facts 
to the attention of the committee, and I believe it might prove help
ful for us to strip this bird of its imaginary plumage, and for all of 
us to understand a little more clearly that the Anderson-Clayton 
interests are not the ports, nor can they control the ports. They are 
important factors; yes. I hold no brief for that firm nor its port 
warehouse compress affiliates, nor the officials who manage and direct 
the policies of their port facilities. Many of them, as well as many 
.of the port and intenor operators, are my personal friends, but many 
of them are also the competitors of my coml?any and a. great number 
of other cotton warehousemen at port localities-and I admit they are 
tough competition, too. 

There are a great many companies owning port facilities from 
Norfolk, Va., around to San Pedro, Calif., and many of them, like 
myself, rather resent the implication that the Anderson, Clayton in
tere:-;ts run the entire port affairs in any one of the ports or localities 
where cotton is handled. If any person or group of persons have 
.occasion, eithi:'l' warranted or unwarranted, to make attacks upon 
them, my company and a great many others like us in the port cities 
Qbject. strenuously to being crucified through the attacks on the An
derson, Clayton mterests. That large firm or organization certainly 
has nothing to do with running my company nor a great number of 
()ther c.ompanies located at the ports. And I do not believe we can 
overlook the compresses and cotton warehouses of some very large 
and very important publicly owned facilities at the ports. The An
derson, Clayton interests do not even own or operate properties in 
the important cotton ports of Galveston, Texas City, Corpus Christi, 
Beaumont, nor Brownsville, Tex., nor Gulfport, Miss., nor Charles-
ton, S. C., nor Wilmington, N. C., nor Norfolk, Va. . 

And I would like also t.o add in that connection that in the port 
('itit>s wht>re they do own facilities--

Senator ELLE~DER (interposing). Will you name theml 
1\Ir. ER~ ST. Yes; I think I can. Houston, Tex.; Lake Charles, La.; 

Nl'W Orleans, La.: ~Iobile, Ala.; Pensacola, Fla., and Savannah, Ga. 
To eontinut>, ~k Chairman, in those cities where thev do own 

~:wilit!es, (ll' certait}ly in most of them-there may be some excep
tiOn~ m one or two cases-there are also a. number of other com
pnnies who own and operate properties. 
Now~ Mr. Chtlirmnn, if it pleases the committee, what I am tryilw 

to gt>t owr is that while we discussed the~e things, and as· yo~ 
g-t•nth•men haw probnbly henrd, not only in this hearil1a Lut' at 
other tinws, we get into these discu~ions and controYe:;,ies and 
~gl~ts,. if we ~rant to use that term-I appeared for a long time as an 
mdmdual \nth 1~1y own company, and I know that many other man
fil-l"t'l's of l'ompnmes who are members of the Ports Assodatiou, and 
nll of u,; wlhl operatt> nt ports h:n-e fouaht it, I think probably somt>
t imes wht-n it is de:-igned, and I think 7lt other times it is Yery inno-
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cent, but I daresay that m~ny peoplel throughout the interior, 
whether farmer, small banker, small warehouseman, or what not, 
he hears about the port interests, and somebody says, "Who is that~ 
Well, it is Anderson, Clayton." So there we go and get into a dis
cussion; the gun is pointed really toward· one big outfit, Anderson, 
Clayton, and it is large and it does operate in a large way, but there 
are a lot of other people who in the aggregate are also large, and 
they are standing on the side lines, and sometimes a brick hits them 
that was intended to hit the other fellow, and that is what I wns 
trying to get over clenrlyi. that there are a lot of us here who are 
not here to hold any briei for Anderson, Clayton or anything that 
was had by anyone in their individual behalf or by anyone as against 
them. There are some other people in this picture at the ports 
besides that firm. Am I wrong in having the idea that that impres
sion exists at times, Senator~ 

Senator ELLENDER. Well, I do not know. According to some tes
timony that was developed here, the "nigger in the woodpile" seems 
to be Anderson, Clayton. 

But anyhow, you indicated that at the ports there is quite a bit of 
competition. 

Mr. ERNST. There is no doubt about that, in my own city of 
Houston. 

Senator ELLENDER. Would you be able to state for the committee, 
if you have the figures to indicate the ports wherein Anderson, Clay
ton have facilities, the comparative space that is owned in each port 
by Anderson, Clayton and these other warehouse organizations? 

Mr. ERNST. I would be very glad to do that if I were able to, but 
I do not have that information. I would not like to venture a state
ment of that. 

Senator ELLENDER. You are :from Houston~ 
Mr. ERNST. Yes. 
Senator ELLENDER. Well, let us say in Houston. Can you give us 

the comparative or the relative amount o:f warehousing that is owned 
or controlled by Anderson~ Clayton in contrast to what is owned by 
private or other individuals? 

Mr. ERNST. A hasty estimate would be that these several companies 
in Houston which they operate would probably compose, say, about 
40 percent. That is just based on my general idea of the situation 
there. 

Senator ELLENDER. In other words, Anderson, Clayton would con
trol about 40 percent¥ 

l\1r. ERNST. As it stands today. Of course, that shifts. That 
would be my guess. And bear in mind, if you please, that at Hous
ton, as was discussed this morning, they do have two good sized 
plants known as the Houston Compress Co., and then there are two 
companies which they manage. I may be a little high on the 40 
percent. I am not sure, but that is about as good a guess as I could 
make. 

(Senator Bankhead took the chair.) 
Senator ELLENDER. As a matter of fact, is it not true that Ander

son, Clayton & Co. have their largest facilities at Houston? 
Mr. ERNsT. You mean their largest individual facilities at one 

location! 
Senator ELLENDER; Yes, one location. 
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Mr. ERNST. That I cannot answer of my own. ~e.finite knowled~e, 
but I would say certainly that the Houston facilities co~pare with 
any other points at which they do have one. I mean 1~ "Yould be 
very close to being the largest. I am not sure whether 1t 1s larger 
than some other points or not. 

Senator ELLENDER. Do you know whether or not Anderson, Clayton 
& Co. have facilities in the interior of the States of Texas and Okla· 
homa and other cotton-producing States? 

Mr. ERNST. If I may answer you by saying that it is my under
standing that affiliates of that company, warehousmen-I think they 
do operate a couple of plants in the interior of Texas, and I should 
say they operate through the Southeastern Compress & Warehouse 
Co. a number of compress and warehouse plants throughout the 
southea~tern area, both at ports and the interior. , 

Senator ELLENDER. "" ou1d it not be reasonable to assume then, that 
the same competition that exists at the vorts between Anderson, 
Clayton & Co. and these other owners exist in the interior of the 
State~ 

Mr. ERNST. I would certainly say yes. 
Senator ELLENDER. So that when it is said or insinuated that there 

is some kind of fight on and that the main axle is Anderson-Clayton, 
it is a little far-fetched~ 

Mr. ERNST. That is my thought, and that is why I wanted to make 
that statement which I did in opening. 

Senator AIKEN. Do you think the bricks you spoke of are thrown 
at them primarily because of their size~ 

Mr. ERNST. Well, since I have always thought that size carries 
somewhat of a penalty, there is always somebody taking a potshot at 
you, and I think that is true, whether it be in cotton warehousing or 
what not. 

Senator AIKEN. Is there a feeling that Anderson, Clayton & Co. 
has been attempting to acquire monopoly,, or what would amount to 
monopoly, of the cotton warehousing business~ 

.1\Ir. ERNST. l\Iay I ask you, Senator, when you say "Is there a feel
ing" you mean as to what particular area 1 Do you mean throughout 
the South? 

Senator AIKEN. Throughout the cotton-growing areas. 
1\h. ERNsT. I would not say that that is true, Senator. That is not 

my impression. 
Senator ELLENDER. 'That size facilities do you operate? 
.1\Ir. ERNST. We have a facility at our Manchester Terminal which 

is of appreeiable size in itself. It has storage capacity of some 
275,000 to 300,000 bales. It is a large plant. 

Senator ELu~NDER. Is that compressed cotton~ 
Mr. ERNST. That would be compressed cotton, yes. 
Senator ELLENDER. What are your present charges for storing com· 

presseJ eotton1 
Mr. ERNsT. You mean what ratt>s do we charae in our public tariffs 

not ~peaking about any loan cotton, that we h~ve contracts with th~ 
Govl.'rnnu:-nt on~ 

Sena~or ELLENDER. W' ell, if you have some with a particular rate and 
sonw wtth another rate, I would like to have that in the record. 

.Mr. ).;:RNST. We haYe our normal rate during the season, which under 
our tariffs for the storage of cotton is 7 mills per bale per day, which 



242 REGrL.HE WARF.HOrSIXG OF COITOX 

aggregates 21 cents per bale per month. The cotton shipper would pay 
that, and any casual cotton we had in which there was no loan program 
involved. 

I might say this, if I may, that in that territory, with regard to 
farmers' cotton~ cotton that is not necessarily going immediately into 
the loan, that at the port of Houston farmers' cotton comes into those
warehouses and is received by these various warehouses and com
presses-parenthetically, I would say that all companies do not eater 
to farmer business direct. but a number of them do. 

Senator ELLENDER. Do you 1 
Mr. ERNST. Yes; to such an extent as we can get the farmer to give· 

us cotton from our immediate area. I wanted to tell you what we do 
for him, if I may, looking at the services over a period of years. The 
cotton comes in and those companies permit the bale to come into their 
warehouses, and they weigh that bale and sample it, send the sampl~ 
to such party or any cotton exchange that the farmer may direct, or he 
may take his sample himself. The farmer is getting in those particu
lar warehouses in that particular locality a front turn senice and a 
30-day senice really gratis, assuming that his bale is not sold within 
30 days. If it is sold within a few days, the farmer sells it, and then 
whoever buys it takes on the charges. It then would go into the con· 
centrator's account or the buyer's account. 

Senator ELLENDER. But still the warehouseman gets that charge. 
Mr. ERNST. From the purchaser. 
Senator ELLENDER. That is what we are interl.'sted in. In other 

words, we are interested in finding out what the cost is and whether it 
is charged to the buyer and not to the farmer, because it is a custom 
there that may not prevail in other localities. Now, since you handle 
Government cotton in Houston, and also other cotton, will you not 
write into the record for us what your present tariffs are per bale per 
month for cotton when it first comes in, and thereafter for, say, the 
cotton that you ha-re for the Government, for the cotton you have from 
the farmer, or any. loan cotton, or any other way that yotilutve it~ 

Mr. ERNST. I will be very glad to do that. 
SenatQr ELLENDER. Let us start with No.1 now. 
Mr. ERNST. That will be cotton received from the farmer. I do not 

have a copy of my tariff with me. I will be glad to file a copy of my 
company's tariff in the record. · 

Senator ElLENDER. Do you know what it is? 
Mr. ERNsT. In a general way; yes, sir. 
Senator ELLENDER. All right. 
Mr. ERNsT. If a bale of cotton comes in-I have alreadv stnted what 

we do for the farmer. but when we receive a bale of cotton':for a shipper 
we weigh it, sample it, tag it, store it for 30 days, and deliver it ship
side. not including compression in this instance, for 50 cents. 

Senator ELLE...""DER. That is for the first month? 
Mr. ERNST. That is right. And thereafter-or in either case, stor

aae is at the rate of 7 mills per day, or 21 cents per month. It is on a 
p:r diam basis. 

Mr. REED. Did you include insurance~ 
Mr. ERNST. No insurance. 
Senator ElLENDER. What will the insurance be, so as to give us the 

whole picture! 
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~Ir. En:s~rr. I do not mean to answer you indirectly, but I will give 

vou the information by putting it in front of you. The cotton to which 
that tariff usually applies would be cotton which we would not insnn\ 
but the shipper would insure under what is known as the insurer's fea
ture of his marine policy. On our plant, which carries a low insurance
rate and a high classification-which, after all, is the thing that makes 
the insurance rate low-that insurance would probably run about two
thirds to three-quarters of a cent per bale, using a $50 bale. 

Senator ELLENDER. Per month Y 

Mr. ERNST. Per month; yes, sir. Thank you for that correction .. 
That would be about the same in the case of a bale which we might 
insure for the farmer or for the Government under the insured re· 
ceipts, where we are so required. 

If I may, I will take the next step in that tariff. 
We perform the same service which I recited for the 50-cent charge 

and add compression to it. Our charge then becomes 85 cents. 
Senator ELLENDER. For the first month~ 
:'\Ir. ERNST. Yes, sir; that would include compression in that case. 
Senator ELLENDER. Now, that cotton that is shipped to your ware-

house and that is not connected in any way with the Govermnent 
Joan, just exactly how much cheaper could you handle that cottont 
the cotton in the class you have just indicated, than you are now 
charging, and ~ret a fair return on your investment~ 

Mr. En:xsT. Yon mean from the standpoint of the handling? 
Senator ELLENDER. w· ell, just performing the same service. In 

other words, could you perform the same service that you are now 
giving to this class of cotton owner for less than 50 cents for the first 
month, or 85 cents with compression, under present costs of operation Y 

1\Ir. ERNST. For all the thin~rs I have included there, and if you 
will keep those in mind, I would say that under existing circum
stances we could not very well reduce that rate much. As a matter of 
fact, the rate is now considerably lower than it used to be. 

Senator ELLENDER. In other words, if you were called upon by the 
Commodity Credit Corporation to handle loom cotton at, say, 15 
cents, and ~riYe all of the services that you have now indicated, except 
compression, you could not do it for less than this 50-cent charge and 
get a reusonable return on your investment W Do I understand that 
to bl.' the fact l I do not know whether you were here or not when 
thnt testimony was ~riven, l\Ir. Emst, but as I understand it-and I 
want to be corrected if I am wrong-I understand that the interior 
warehouseman today charges 15 cents per bale for the Government 
loan cott@. For that service they prepare the notes, have them 
sign.-d, sample it, weigh it and store it for 15 cents. 

Senator ELLEXDER. For 15 cents~ 
:Mr. ERNST, Yes. We do the same thing on Government loan cot

ton that comes to us for loan purposes. 
Senator ELLENDER. Are you making a fair return on your invest

nwnt at. that figure t 
Mr. ERNsr. I think the figure is low enough on current cotton. th& 

point being, Senator, that that cotton comes in a new loan proaram. 
It has not. bocome dormant. "" 

Senator ELLENDER. I understand. Now, as I understand it, this 
cotton that comes in the loan, let ns say, for the first few months is 
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handled about in the same way as nonloan cotton, is it not? In 
other words, you perform the same services? 

Mr. ERNST. That is true. 
Senator ELLENDER. Except, yrobably, in the case of loan cotton you 

might be put to the additiona trouble of getting the note fixed and 
all the correspondence W 

Mr. ERNST. That is correct. 
Senator ELLENDER. Now, you indicated just a few minutes ago that 

on this charge of 50 cents per month per bale for the first month, and 
thereafter 21 cents, with a charge of that kind you just about get a 
fair return on your investment? 

Mr. ERNST. Yes, sir; the difference being, though, that on that 
business, Senator, that moves in under that 50-cent rate, 21-cent stor
age, that cotton as a rule does not stay there as long as cotton that 
might even come in under a 15-cent rate under the Government-loan 
program. One could be different from the other, depending entirely 
on the conditions. 

Senator ELLENDER. I think there is evidence to show, and I am 
sure that quite a few warehousemen would probably be in the same 
fix as a warehouseman in Alabama who said that in 1938 he took 
3,500 bales of cotton, or 5,000, I do not remember the exact figure, 
and in that period he had to actually turn that over so that at the 
end of the year he only had 295 bales, as I recall the figures, show
ing that the cotton had moved probably to the same extent as it 
would have moved had the cotton not been in the loan. 

1\fr. ERNST. I think as you have indicated, that the conditions in 
any year as related to a cotton shipment business and merchandising, 
or as related to the market conditions, would govern what would 
happen at any warehouse, whether it is in the interior, in Galveston 
or Houston, Tex., and there would be no set rule you could estab
lish as to what would happen, and there would not be any 2 years 
that would be the same. · 

Senator ELLENDER. I think the evidence shows up to this point
and I have heard no contraction of it-that Government-owned cot
ton-! mean cotton on which the Government has a loan-usually 
stays in, on an average, of about 3 to 4 months. In other words, they 
take in a bunch of cotton this month, say, and :for the first month 
they might sell half of it; the next month they might sell a little 
more of that, and the average time is from 60 to as much as 120 days. 
In fact, I am giving you the lowest and the highest. 

Mr. ERNST. That would give an average of 90. 
Senator ELLENDER. Now, take the Government-loan cotton in 

which the farmer still has an equity, could you handle that cotton 
profitably, that is, to give you a fair return on your investment, at 
15 cents a bale 1 · 

Mr. ERNST. You are asking me about cotton that the Government 
owns1 

Senator ELLENDER. No; cotton on which the Government has a 
loan and in which the farmer has an equity. 

Mr. ElL.~ sT. If you could keep it at 15 cents? · 
Senator ELLENDER. If you could handle it for 15 cents at a profit~ 
Mr. ERNST. Assuming that this cotton would move out in 90 days, 

I do not think any warehouseman, no matter where he is located, 
would get rich on that. 
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Senator ELLENDER. But it is not a question of getting rich. 
Mr. ERNST. All right,, I will come back and state it another. way. 

I will say I do not thmk he could make any money out of It. I 
would like to answer it that way. 

Senator ELLENDER. Would you say further that this individual 
would not get a fair return ou his investment Y Would yon go that 
far? 

Mr. ERNST. I would hesitate to d(} so in a general statement, because 
the·re is sueh a variety of types of investment throughout the belt. 

&mator ELLENDE!. 'Let us take vour case. You are familiar with 
your own business and you have indicated a while ago that for cotton 
that is not in the Government loan but that you handle for the 
shipper or for the farmer himself, you had a stipulated charge of 
50 cents to cover practically the same service. 

1\lr. ERNST. Group of services, with the exception of tl1e cost of 
moving the cotton from the warehouse to shipside. 

Senablr ELLENDER. And you have to char~ 50 cents for thad 
Mr. ERNST. That is right. And that cost of moving cotton from the 

warehouse to shipside, I would say is about a 15-cent cost, so it 
brings it back to a 15-{)ent rate, when you take shipside service and 
attempt to compare it with the other. 

Senator ELLENDER. I understand. Is that shipside service per
formed at all times? 

Mr. ERNST. Within that rate, yes; that is true. 
Senator ELLENDER. Do you ever get a 50-cent charge when you 

are not put to the e1xpense of this movement that gets the 15 cents~ 
l\lr. ERNST. In our case the charge applies, or whether the cotton 

got>s shipside, at the owner's option, or whether it is loaded onro 
railroad cars or trucks at our platform. · 

St>nutor ELLENDER. Suppose it does not go to shipside, will you 
charge the same* 

Mr. ERNST. We charge the same. 
Senator ELLENDER. Still15 cents W 

Mr. ERNST. No. 50 cents. 
Senator ELLENDER. So that this charge is imposed, but the service 

for which it is paid may not be performed by you W • , 

Mr. ERNST. That is true. The charge carries with it the right 
to all of the services. 

Senator ELLENDER. Would you say that this charge of 50 cents per 
bale, as )'OU have just indicated, is about the same charge that is now 
being made by your competitors for cotton of that description 1 

l\lr. ERNST. Received by my competitor warehousemen you mean? 
Senntor ELLENDER. Around Houston. 
Mr. ERNST. Yes, in that general neighborhood. They are not all 

the same. There are differences. 
Senator ~LLENDER. Now, you have given us the cotton in class 

No. 1, that Is, cotton that the farmer ships in or that the shipper 
sen~ls in for his own account. Now give us the No. 2 flat and the 
tnr1ff, and what you do for the pay that you receive for taking care 
of that cotton. 

Mr. EnNsT. I am not sure, St>nator, that I haYe in mind definitely 
what you 1\'fer to as the No.2. 

Senator ELLEXDER. If you will recall, awhile ago I asked you whether 
or not the tariff on all of your cotton-that is in effect what I asked 
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you-whether or not the tariff that you charge for certain services 
performed, such as storage, and so forth, were the same, and you said 
you had a charge of a certain percentage or one end of it. Now yon 
have described No. 1, wherein you charge 50 cents, and that applies 
to the cotton that is not in the Government loan. 

Mr. ERNST. Yes, sir. 
Senator ELLENDER. Now, what services do you perform for cotton 

that is in the Government loan, and what is the tariff per month 1 
Mr. ERNST. During the present year, under the current loan pro· 

gram, we get 15 cents a bale for receiving the farmer's bale, weighing, 
drawing the sample, delivering the sample so as to obtain a B. A. E. 
-class, then signing the loan certificate, the warehouseman's certificate, 
storing that bale for 30 days, and handing the paper back to the 
farmer. In the case of our company we have never operated a loan 
agency, and as a general practice we do not complete loan papers in 
their fullest detail. 

Senator ErLENDER. Of course, it is not obligatory. 
Mr. ERNST. We do not do that as a general thing. 
Senator ELLENDER. I understand that these interior warehousemen 

perform an additional service that is not obligatory. 
l\fr. ERNST. We do in some instances, where the farmer needs it. 
Senator ElLENDER. So that the service that you perform for th;tt 

Government loan cotton is virtually the same as the service you per
form for this nonloan cotton~ 

l\fr. ERNST. That is right. 
Senator ELLENDER. Now, what other class~ 
Ur. ERNST. There is one other class that we will call third, if yon 

like, and we will go back to the service that was performed on cotton 
which is a nonloan bale. We perform the exact services, with the 
option of shipside delivery included in the 50 cents, and compress the 
bale for an additional 35 cents, which makes 85 cents. If that is clear 
·enough for the record. It is all-inclusive of the other charges. 

Senator ELLENDER. You have alreadv stated that. Of course, at 

this point I might state that for this service, of course, you are paid, 
and that by virtue of having that bale compressed you can store more 
cotton in the same size warehouse, and I think it was brought out 
yesterday that it is an advantage to have it compressed, in that the 
farmer, or whoever owns that cotton, would save on freight. Is that 
irue~ 

Mr. ERNsT. Yes. At the ports now, particularly in recent years, due 
to the freight-rate structure and things which have already been put 
into the record and which I will not-repeat, the greater part of the 
cotton reaches port in compressed state. Not because we want it i.n 
a compressed state, but we cannot get it any other way, speaking gen
erally. There is some uncompressed cotton that reaches the port, and 
which the port presses compress, but in the majority of cases that does 
not happen. Therefore the warehouses nowadays are largely in the 
warehousing business and not so much in the compressing business as 
they were some years ago. Does that answer the question 1 

Senl\tor EILF.NDER. Yes. Now, let us go to class No.3. 
Mr. ERNST. ~o; I thought I gave you Ko. 3, which included the 

l(}ompression. That is the end of it. Thr.t is all I have. 
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Senator ELu:."\DER. 1\""ell, how about this immobile cotton that is 
Government-owned, and in which the farmer has no interest at all, 
and that is the property of the. Federal Government~ 

Mr. ERNST. Some of that cotton is in store at port warehouses at 
varying rates. I think there has already been some testimony put into 
the record alollO' that line. I should say there is a fair percentage 
of that cotton that is in storage at port warehouses at the 121f2-eent 
rate. 

Senator ELLENDER. Let us take your own facility. 
l\Ir. ERNST. In the case of our facility, cotton would be 12%-eent 

cotton. We have very little of the 1938, 1939, or 1940 cotton in our 
plant, which would be cotton in which the farmer still has an equity. 

Senator ELLENDER. How much cotton have you now on hand in 
which the farme1· has no equity~ 

.Mr. ERNST. In our plant-are you speaking of loan cotton, Gov
emment-ovmed cotton, or just any kind of cotton 1 

Senator ELLENDER. Government-owned cotton in which the farmer 
has no equity, that belongs to Uncle Sam. 

Mr. ERNST. That is the reason I asked that question, whether it 
belongs only to Cncle Sam or to other customers of ours. You are 
referring strictly to loan cotton~ 

Senator ElLENDER. To loan cotton. 
Mt·. ERNST. Uncle Sam's loan cotton or equity cotton I 
Senator EILENDER. Yes. 
Mr. ERNST. I am taking this out of tile air as a round figure-! 

will have it a little later in the testimony-but I think that the 
1934--35 and 1937.-38 cotton at our plant is in the neighborhood of 
57,000 bales-that is my recollection-of what we call the "dead" 
cotton belonging to the Gm·ernment. There might be more than 
that, because I think we run a little over 60,000 bales, and we have 
very little of the 1938-39. 

if I may pursue that, Senator, I think I will have some exhibits 
which will bring out exactly what my company has, with your per
mission. 

Senator ELLENDER. Well, the thing that I desire to bring out, Mr. 
Ernst, is simply this-your answer may be repetitious, but why is it 
that you ha,·e a different charge for cotton on which the fanner 
obtains a loan from the GoYernment, and the cotton of a farmer who 
is not in the loan. In other words, the 50-cent charge and 15-eent 
charge. w·hy do you have two scales, in other words~ 

Mr. ERNST. Well, the 50-cent charge includes, of course, first, ship
side deliver~·, so if I take the 15 cents off of that, that brings it hack to 
35 cents. 

Senator ELLENDER. Let us forget the 15 cents then. Why is it you 
have the 35 cents and 15 cents~ 

Mr. ERNST. Well, if you take a bale of cotton from a farmer, pre
pare the loan papers and put it in the loan, no matter what my tariff 
might be. if I take that bale-, the certificate which I sign prescribes 
the maximum which I can receive for it. I think that would be the 
answer. 

Senato1· EtLENOER. Would not another answer be that you can
not handle- cotton for less than this 35 cents Y In other words, if you 
wt>re to hnndl~ all of the cotton. every bale that you have had in, let 
us ~y. the- last 3 or! yt>nrs, could you make money and get a reason· 
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able return on your investment at a 15-cent charge on all cotton that 
you get in \here~ 

l\Ir. ERNST. If it stays there long enough; yes. 
Senator ELLEI>.'"DER. Of course, I grant that, but taking into con

sideration the fact-
Mr. ERNST (interposing). Ninety-day average. _ 
Senator ELLENDER. Of course, if you or anybody else who is going 

to testify here has evidence to show that this cotton does not stay 
in storage for 90 days or that it stays in there for 6 months, or those 
figures are not correct, let us have them put in, but I am basing my 
inquiry on what is now in the record, and which up to this point has 
not been denied. Now, whether it be loan cotton or farmers' cotton 
or shippers' cotton, no matter what kind of cotton it is, could you. 
handle it at 15 cents and obtain a fair return on your investment~ 

Mr. ERNST. Not and have it average 90 days; no, sir. 
Senator ELLENDER. I am glad to hear that, because that corresponds, 

as I recaU it, with the testimony of all these interior warehousemen, 
that they feel that the saturation point has been reached, and in many 
cases money has been lost, and if it were not for this ~overnment 
cotton that forms the backlog, they would have to probably raise the 
price to as much as 25 cents, and in some cases 30 cents. 

Mr. ERNST. Of course, Senator, in my case as I have recited it, and 
if it were true, or is true, that 90 days was the a.verage on all of this 
cotton in any warehouse, I could only see a gross income from bales 
averaging 45 cents, and if those were the facts they could not get 
along at all. But it is also in .the record, I believe~ that that bale of 
cotton that our interior friends talk about as ·having averaged 90 
days, and they could not live :for 15 cents a month or 45 cents and 
pay insurance and so on. In the case of the majority of the operators, 
or I should say in the case of the operators of the warehouses which 
have the majority of this cotton, that might .be true, but there are so 
many other things that add to that 45 cents that they can live, because 
in many of these cases-

Senator ELLENDER (interposing). Such as what? 
:Mr. ERNST. Compression. 
Senator BANKHEAD. For the interior warehouses? The testimony 

shows that they do not have any compression . 
.Mr. ERN..ST. Is that so~ 
Senator ElLENDER. Plenty of them; yes. 
1\Ir. ERNST. There is a good deal of cotton on which there is no 

compression. 
Senator ELLENDER. I understand that all of the southeastern ware

houses do not have compresses. There are two compresses, I think, 
in Alabama. 

Mr. ERNsT. If I may finish that statement, I wanted to say what 
you have said as applying to certain warehouses. Then, of course, 
there are companies, what we would term a large operator-and 
when I say "large" I do not mean great big outfits, bnt I mean com
panies which mignt have plants handling 25,000 bales, or of that 
much capacity, or 15,000-a great many of those companies, I think, 
have tariffs throughout the belt-I do not know so much about how 
it might be in the southeast, but I have a fair idea of tariffs probably 
in the Mississippi Valley, and certain tariffs in the western belt where 
those companies-! am not talking about the little warehouse now-



REGCLATE WAREHOUSI:XG OF COTTON 249 

I would like to cover that in a moment-do get more tha.n the 50 
cents for the 90-day average, or 45 cen.ts, ~ecause they either get 
compression or they get a ch.arge for dehvermg the bal~ flat. Now, 
that applies to plants on this loan cotton, as I recall 1t, who have 
compress machines. 

When you get into th~ little w~reh~user_nan group, ~he best I. ~an 
say, either under what lus local situatiOn IS or :what. Ius competitiOn 
is if it is true that the cotton should average With h1m only 90 days, 
I 'do not see how he could make much money by taking the bale in 
and performing all these services and have it go out, and the gross 
he gets out of the bale is 45 cents. 

Senator ELLENDER. How much would you think he would have to 
get in order to receive a fair return on his investment~ 

Mr. ERNST. I wish I could answer that for you, sir, but I think it 
would be somewhat conjectural on my part. . . 

Senator ELLENDER. You have been in the busmess a long hme. 
Mr. ERNST. I have been in the business a long time, but I have not 

operated a small warehouse in a small conmmnity where, as a ware· 
houseman, I might also be interested in purchasing cotton, and I 
might also be interested in banking, and so forth, and the things would 
intennix. 

Senator ELLENDER. You have been in the warehouse game, I pre· 
sume, quite a while~ 

Mr. ERNST. I hare been in it since 1910,30 years. 
Senator ELLENDER. You ought to know something about it. 
Mr. EnNsT. I don't claim to know anything about it yet, Senator. 
Senator ELLENDER. Forget any banking connections, purchasing of 

cotton, compressing of cotton, and things of that kind, and let us rele· 
gate your facility to the storage only. How long would this cotton 
have to stay in your warehouse, if the charge is only 15 cents a month, 
so that you can get a fair return on your investment¥ As I have just 
pointed out, the testimony is that the average is 90 days, for which you 
would get 45 cents, and some cotton 120 days, for which you would 
get 60 cents. 

1\Ir. ERNST. If you could average $1 on your cotton you might come 
out. 

Senator ELLENDER. In other words, it would have to stay in your 
warehouse 6 months? 

Mr. ER~ST. Y E.'S. .And I think there is some doubt about this foun· 
dation of the 90-day arerage. I heard Mr. Reed state this morning 
or yesterday, it seems to me in response to a question that you asked, 
Mr. Chainnan, as to whether anybody knew the average length of 
time that all of this cotton had been in storage, and it seems to me the 
best he could calculate was 10 or 12 months. 

Senator ELLENDER. Ten and a half mouths. 
Mr. ERNST. Of com·se, you ~ a great deal of this cotton must be 

around more than 90 days or we wouldn't be wotTied about these 
enormous surplus(>S now in the warehouses. I feel you can't use that 
as a basis. I think ~Ir. Tavlor, of Memphis, was one of the men I 
1-ead in the reeurd had made that statement. 

Senator ELLENDER. But irl'('spoctive of what others have testified, 
it is your considered judgment that in order for you, as a warehouse· 
man, to come out and get a fair and l'('asonable !'('turn on your invest· 
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!llent, at 15 cents per bale per month that cotton would have to stay 
m your warehouse about 673 months to get your dollar? 

Mr. ERNST. If that were all you were going to get . 
. Senator ELLENDER. We are talking about storage now. We are trv
mg t? get a formula ~0 fit not only the fellow who has a compress and 
who Is able to handle It cheaper than someone else, I am thinking of tho 
!ell ow in the interior wl~o may have to pay as much as 7 or 8 cents for 
m~ura~ce ~lone. . That Is the m~n I want to see get a square deal in 
th1s thmg, If possible, and make 1t so that he can at least make a living, 
and not go broke. , 

Mr. ERNST. You accepted my 6 months on the basis of a warehouse
man who had no way to get anything on that cotton other than the 15 
cents; he couldn't participate in compression, he couldn't participate 
in a delivery charge, or anything. 

Senator ELLENDER. That is the description of the man I had in 
mind. 

Mr. ERNST. Of course, we would naturally bear in mind that that 
would not be true of a company, group of companies, or any plant that 
had an opportunity to make additional revenue. In the case of my 
company if that bale was bought by a shipper and he asked me to 
render additional services, and I did so and charged him for it, the 
6 months woulcl not apply in my case as to how long I would have to 
have that bale to get along. 

Senator ELLENDER. You may continue. I am sorry I interruptecl 
you. 

Mr. ERI\ST. I thii1k it was yesterday I noticed that some of the Sena
tots were ii1terested in knowing where the cotton now is. 0£ course, 
there ha-ve been some voluminous lists tabulated by the Commodity 
Credit Corporation covering all of these stocks, but we have studied 
where the cotton is and who has it, and we went to work and got 
some charts together which we feel give a rather graphic picture of this 
thing. To the extent that these charts will indic.ate the picture, we 
would like vou gentlemen to have the benefit of them. 

Senator BANKHEAD. Of course, you realize that charts and maps 
cannot go in the prii1ted hearings. 

Mr. ERNST. I did not know that. Would you like to have the benefit 
of seeing them Y 

Senator BANKHEAD. I haYe no objection, but the Printing Office will 
not carry charts or maps in the printed hearings. 

Senator Eu.E11.-nER. Mr. Chairman, would it not be possible to get 
the Prii1ting Committee to agree to try to have the Printing Office put 
a few of theSe charts in, if it can be done? 

Senator BANKHEAD. I lenve that to the Senator, if he will undertake 
to do that. 

Senator ELLENDER. I will undertake to do that, if possible. You 
mav haw to change this chart, because, of course, you can't put any 
col;n·ina in it; and, as I understand, you must use straight lines. You 
can't h:Ye a cur-ve, in other words. If they are straight lines, there is a 
l)('Ssibility the Govenm1ent Printing Offi~e can hrrndle them. If yo11 
will change them according to that, I w1ll see Senator Hayden and 
f:ee if we can't put that in the record. 

~Ir. ERNST. Gentlemen, this first chart is prepared with a view to 
.... ivina you a picture of how cotton stocks have averaged in each cotton 
~aso~ owr a period of some 15 or 16 cotton-season years. This chart 
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is based upon figm;es compiled by the New York Cotto1~ Exchange, and 
furnished us for this purpose. They are, of course, available to anyone. 

Mr. WHITE. Do you haYe those figures, Mr. ErnsU 
Mr. ERNST. Yes. 
1\fr. WHITE. I ask that they be printed in the record. 
Senator BANKHEAD. All right. 
(The statement referred to is as follows:) 

· Sca8on-arerage stocks of American cotton in wareh()uses 

[Statistics furnished by New York Cotton El.~hange, New York, N.Y.) 

Number Number 
August-July seasons bales, bales at 

interior ports 

uoOILOA 2, 599,000 1,066,000 
~o"-?7- 2, 141,000 2, 017,000 
;;;;;;_ .. 1,913,000 1, 727,000 

iii>~-~~~ I, 5S5, 000 I, 507,000 
;(i;;,;_~fl 2,152,000 1, 878,000 
;, .. m_ • ., 2, 881,000 3, 393,000 
iii·ii-1? 4.lli9, ()()() 4, 0119,000 ;(}:;;,_ . .,, 4, 2'Jg, 000 4, 103, 000 ;,,.,,_.,_ 4, 549,000 3,300,000 
iii·iLi~ 5, 229,000 2, 475,000 
JO'l• -~fl 4, 425,000 2, 208,000 

~~~~~~~ 3, 002,000 1, 924,000 
7, 041,000 2, 731,000 

im1 -'JL 10,854,000 2, 481,000 
ia~· _4,-.- 9, 578,000 2, 718,000 
iu~H1' 9, 6\14,000 2,971, 000 

1 Aver .lge of first 5 months of season; i.e., from Aug.l, 1940, to Dec. 31, 1940, inclusive. 

1 wlieiio~~ 

3,665, 000 
4, 158,00(} 
a, 64o,ooo 
3,002,000 
4, 030,000 
6,274,000 
8, 248,000 
8, 401,000 
7,849, {)()() 
7, 704,000 
6, 633,000 
5, 526,000 
9, 772,000 

13,335, 00) 
12,296,000 
12,660,000 

Mr. ERNST. You will notice that in the c.otton seasons "beginning 
with 1925-26 on up through the season 1932-33, there was sort of 
an even break between the amounts of cotton carried at interior points 
and port points. 

Senator BANKHEAD. Right there I will ask you this: Up to that time 
more cotton was exported than consumed domestically, isn't that true~ 

Mr. ERNST. I think that is true, sir. 
Up to the beginning of the period of Government loan programs, 

these stocks, as we hare already indicated, ran about even, although 
at times they represented high figures and at other times low figures. 
depPnding on how fast cotton moved. 

Moring oYer to the year 1934-35-and e''en 1933-34-the arerage 
during that yPar was moving upward at interior points, and beginning 
to move downward at port points. -

Mr. WHITE. Was that the year the Government loan programs 
be()'an1 

Sir. EnxsT. Yes; 1933-34. The next year the disparity is more pro
nounced. The awrage at interior points moves upward, and the 
arerage at port points mores downward. 

In 1935-36 the relationship doesn't seem to change a great deal. In 
19~1~--37 the relat~ons~1ip chanp:ed ~ little.bit by a little lesser average 
lun-mg been mamt:mlPd at mterwr pomts. Howen'r, in 19:n-38 
which was the year we had a large crop of cotton-- ' 

~l'llator B.\NKHEAD ( interposin!!'). The largest in history wasn't it? 
1\Ir. ERXl<T. }"('s~ sir; it wns. In that year the stocks at int;rior points 

mm·('d wry lngh and beeamt> more than double what was then carried 
011 an awt·age at the port cities. 
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Senator BANKHEAD. In 1935-36 there were no Government loans, 
were there~ 

Mr. ERNST. Not as I recall. · 
Senator BANKHEAD. In 1937-38, the year of the big crop, there were 

Government loans 1 
Mr. ERNST. Yes. 
Senator BANKHEAD. With a large part of the cotton going into 

loans~ -
Mr. ERNST. Yes. 
In 1938~9 the relationshiP, is that the interior stocks went consider

ably higher on an average throughout the season. The port stocks 
averaged less than the previous season. 

In 1939-40 there was a decrease in average stocks at interior points, 
and a slight gain in port stocks. 

Senator BANKHEAD. That was dne, don't you think, to the export 
subsidy~ 

Mr. ERNST. That could have been true, sir. 
Senator BANKHEAD. That represents the movements, does it not? 
Mr. ERNST. No, sir. It represents the average stocks carried at in-

terior warehouses and port warehouses. It does not represent the 
movements. 

Senator BANKHEAD. You never carry more at the ports than neces
sary to take care of export requirements ; isn't that true 1 

.Mr. ERNST. I would not want to agree with you as regards all 
plants, even if I should agree as to some. I think the condition 
is different across the belt as related to ports. One warehouse 
might be ereated for a purpose and another for an entirely different 
purpose. · 

Senator BANKHEAD. I know you are an intelligent man, and I 
take you to be a fair man. Wasn't this system built up with 
interior warehouses intended to furnish the facilities for this cotton 
until it passed into the channels of trade, either acquired by buyers 
and moved out to domestic mills, or to ports for export purposes ; 
and at the ports the facilities were intended to take care of cotton 
that was intended for export purpose8? 

Mr. ERNST. To take care of cotton intended for export purposes 
and also such domestic business as might pass through. We have 
had through rail-and-water rates from these ports to domestic points 
for years. 

Senator BANKHEAD. Rates in transit~ 
l\Ir. ERNST. Yes. 
Senator BANKHEAD. And that was done for the advantage of port 

warehouses? · 
Mr. ERNST. I wouldn't say that. 
Senator BANKHEAD. What was it for, then? 
Mr. ERNST. The port warehouses and merchants who do business 

with port warehouses. People who do business with port warehouses 
are not confined to those located at port cities. A great number of 
their best customers are not port-located firms. They may be in 
1\Iemphis, or Dallas, or Waco, Tex., or Atlanta, Ga., but they are 
in the export business. They don't have to be located at the ports. 

In the case of our own plant, we have a unique position. Though 
it is located at a port, it was built around and for the handling 
of a lot of cotton by a group of farmers. This particular Man-



REGULATE WAREHOUSING OF COTI'ON 253 

chester Terminal Corporation handled cotton that moved from 
Oklahoma for a number of years. We lost the business because 
of competition-and it was fair competition-but for some 7 to 9 
vears we handled their cotton from Oklahoma in this plant, where 
lt was graded, and so forth, and part of it moved domestically and 
part of it was exported. . 

Mr. WmTE. Did you hear the testimony of Mr. Taylor¥ 
Mr. ERNST. No; I did not hear it, sir. 
The last line on this, for 1940-41, covers the average of the first 

5 months of the season, that is to say, from August 1, 1940, to 
December 31, 1940. While I cannot predict what those two columns 
will do, at present they show about the same relationship as 1939-40. 

So that there may be no misunderstanding, these figures which 
these columns represent were compiled by using the amount of cotton 
Qn storage at interior points at the end of each month, or once a 
month; the 12 months were added together and then divided by 12, 
and that gave us the average interior stock. The same method was 
used in regard to the port stock. 

Gentlemen, this next chart, I think, answers in a large degree the 
question that was asked yesterday as to where is this cotton. This cir
cle has been made to represent the 100 percent of Government-owned 
cotton on hand, as per the tabulation of the Commodity Credit Corpo
ration as of July 31, 1940. 

I am sure that some of you will say, "Well, there is less cotton than 
that now in the Government-owned cotton." But those are the only 
figures which we have found available on the distribution of1tocks by 
localities or companies. There have been some changes downward in 
connection with that cotton. The total we have had to use is 6,600,000-
odd bales. 

This was prepared for the purpose of trying to show you gentlemen 
the companies and affiliates who have these stocks. First of all, I would 
like to say that in this group (indicating) we have taken in 13 com
panies or groups of companies with their affiliates, and the smallest 
one is the San Joaquin Compress & Warehouse Co. and affiliates, with 
57,817 bales. Therefore, in this othl'r 50 percent of this more than 
6,000,000 bales would be included any compress or warehouse plant, any 
littlE' warehouse, or any larger type of warehouse, which had from 
500 bales, 2,000 bales, 3,000 bales, 10,000 bales, 15,000 bales, up to about 
50,000 bales. 

If we went on indefinitely, there would be too much. This is de
~;{!ll(ld to giYe you an idea where 50 percent is stored. 

~enator ELLENDER. I note in that chart that 50 percent of the 
6,627$69 bales are in storage in 13 individual companies--

1\Ir. EnN~T (interposing). With chains and a group of affiliates. 
Senator ElLENDER (continuing). And the other 50 percent would be 

in the hands of other warehouses scattered throughout the Cotton Belt 
and at the ports t 

Mr. ERNST. That is right. This covers interior and ports. I would 
likr to call your attention to the way this goes. 

Senator ELLE!'iDER. Will you read into the record for us at this point 
thE' nanws of th~>se 13 companies and the percentage of each~ 

!lfr. WHITE. Don't you have a sheet showing that recapitulation l 
Mr. ERNST. Yes. 

2942i2-41-li 
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1\Ir. WHITE. We will put that in the record. 
Senator ELLENDER. The stenographer can at this point insert the 

information for the record. 
Mr. ERNST. I will run through those 13, if I may. 
Senator BANKHEAD. I'm willing for you to do it, but I don't see any 

use in wasting the time if it is going to be inserted in the record. You 
may do so if you wish. 

Mr. ERNST. Yes. 
. San Joaquin Compress & Warehouse Co. and affiliates, 57,817 bales, 
or 1 percent. 

American Compress & Warehouse Co., 6±,869 bales, or 1 percent. 
Manchester Terminal Corporation, 65,163 bales, or 1 percent. 
Mr. WHITE. Have they testified on the bill·? 
Mr. ERNST. Yes. Manchester Terminal Corporation is my own com

pany. I testified in connection with that. We have 1 percent. 
Public Cotton Warehouse of New Orleans has 72,025 bales, or 1 

percent. They have testified . 
. Beaumont Cotton Compress Co. and affiliates-that includes sev

eral interior points-have 73,948 bales, or 1 percent. 
Farmers & Merchants Compress & Warehouse Co., 94,697 bales of 

2 percent. I believe Mr. Brooks testified in connection with that. 
Shippers Compress & Warehouse Co. and Affiliates, 134,275 bales, 

or 3 percent. 
Union Compress & Warehouse Co., 187,815 bales, or 3 percent. 

They have testified, I believe, through Mr. Blackburn. They have 
plants ill Memphis and in the Mississippi Valley area. 

Traders Compress Co. and' Affiliates, 195,371 bales, of 3 percent. 
They operate plants in northwest Texas and have practically every 
plant that is in the State of Oklahoma. 

Mr. WHITE. Did they have a witness testify? 
l\fr. ERNST. I believe a representative from Oleta, Okla., testified. 
Texas Compress & Warehouse Co. and Affiliates, operating in west 

Texas largely, have 208,375 bales, or 3 percent. 
Cotton Concentration Co. have 357,391 bales, or 5 percent. I am 

authorized to testify for them against the bill. 
Mr. WHITE. Is that company owned by-
:Mr. ERNST (interposing). It is not owned by Anderson, Clayton, 

if that is what you want to know. George Sealy is the president, 
and it is controlled entirely by the Sealy estate. 

Anderson, Clayton & Co. interests, 640,260 bales, or 9 percent. 
Federal Compress & Warehouse Co. and Affiliates, 1,189,365 bales, 

or 18 percent. I believe they have testified for the bill. . 
Going back to Anderson, Clayton & Co., I have not heard any 

testimony in their behalf. 
Senator BANKHEAD. Yon list Anderson, Clayton & Co., 9 pen·ent. 

They are opposed~ 
l\fr. ERNST. Yes. 
Senatrr BANKHEAD. And Cotton Concentration Co.~ 5 percent op-

'posed. That makes 14 percent. 
l\Ir. ERNST. Yes. 
Senator BANKHEAD. And vours is what'? 
:Mr. ERNST. One percent. • 
Senator BANKHEAD. That makes 15 percent. Are any others op

posed~ 
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Mr. ERNST. Shippers Compress & Warehouse Co. and Affiliates, 3 
percent. 

Sepator BANKHEAD. They are opposed? 
:Mr. WHITE. They will have a witness. · 
Senator BANKHEAD. They are 3 percent~ . 
Mr. ERNST. Yes, sir. · · 
Senator BANKHEAD. Eighteen percent out of 50 percent opposed. 

The others, I infer, are in favor of the bill. 
Mr. ERNST. There is one other, the Public Cotton Warehouse, 1 

percent. That would be 19 percent. 
Senator ELLENDER .. Mr. Ernst, I notice that Anderson, Clayton & 

Co. have, out of that 50 percent that you have just mentioned, 640,260 
bales. Where is that cotton located, at the ports or in the interiod 

Mr. ERNST, If it will please. you, sir, I would like to show that •. 
We haTe a statement that backs this up, and I also have another map 
that will show that very clearly. · 

Senator ELLENDER. The same thing might apply to this 19 percent. 
In other words, those you mentioned who are opposed to the bill, 
wlwre is that pt>rcentage loc.ated? 

Mr. EnNsT. We will show that a little later. 
Senator ELLENDER, All right. 
Mr. EnN~T. This is a drawn-down graph of what I have explained 

by individual companies and their affiliates. The 50 percent on this 
siue shows that of the bales stored by the 13 interests on the chart I 
hnve just E'xplained, 2,254,363 bales or 34 percent are at interiol" 
points, and 1,087,008 bales or 16 percent are at ports. 

As to the other 50 percent of the whole, where I said the ware
honsl~S could have from a few hundred bales to 50,000 or 55,000 bales, 
2,028,012 or 45 percent are stored at interior points; and 358,486 bales 
or 5 percent are stored at ports. 

Senator ELLENDER. That is of Government-owned cotton~ 
Mr. ERNST. Yes. 
Mr. WHITE. Read those figures into the record. 
Mr. ERNST. To make it clear for the record as to the graph now 

b('fore us, this is a continuation of the graph we have just considered~ 
1\Ir. WHITE. ":hich you marked No.2? . 
1\Ir. ERNST. Yes; arid which indicated the 13 larger interests with: 

whom 50 percent of the Government-owned cotton was stored. The 
result of this is very clear, and indicates that at the interior points,. 
in conneetion with those 13 interests, there are upward of 2,000,000 
ball'S at the intE'rior points and upward of 1,000,000 bales at the 
ports. 

Senator ELLEKDER. That refers to only 50 percent of that Govern
ment-owned cotton~ 

Mr. ERNST. Yes. That refers to the 50 percent of that cotton that 
is in the warehousE's of those 13 interests. 

St>nator ELLENDER. Of that 50 J:>erct'nt, 34 percent. is in the interfol" 
and 16 pl'rcent is at the ports~ 

~rr. ERxsT. Yes. 
On the other ~idt> of this there is shown that of the 50 percent 

~tm't'd by other mterE'sts. 45 percE'nt is in the interior and 5 percent 
1s at. the ports, or 2,928,012 bales in the interior and 858,486 bales at 
the ports. That r('pre~nts cotton located in warehouses of companie..-. 
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or affiliates who have less than 50,000 bales, dow~ to the smallest 
warehouseman who mi.2:ht have a few hundred bales. · 

Senator ElLENDER. To make a resume of the entire picture (,)f all 
the Government-owned cotton, 21 percent of it is now warehoused 
at the ports, and the remainder, or 79 percent, is warehoused in in
terior warehouses? 

Mr. ERNST. That is exactly correct, sir. 
Gentlemen, Chart 4 is gotton up in exactly the same form as 

chart 2. However, it is compiled so as to include not only Govern
ment-owned cotton of the seasons 1934-35 and 1937-38, but also to 
include Government-loan cottons of the season 1938-39 and the season 
1939-40, in which the farmer still has an equity. 

The picture shifts a little when you take in this additional cotton. 
In this case we have used the 12 larger companies and their affiliates. 
Without going through the detail I went t.hroug;h before with all 
the companies I call attention to the fact that my company, by 
virtue of the ~act we didn't have but some 60,000 bales, got shoved 
off this list. We didn't have enough to get into this list of 12. And 
one other company came into the picture here that was not in the 
other graph. 

Senator ELLE?-."DER. What company is that¥ 
Mr. ERNST. I think it is the Memphis Compress & Storage Co. and 

affiliates. 
Mr. WHITE. Has a representative of that company testified? 
Mr. ERNST. Yes; for the bill. 
Mr. WHITE. Can you show bow much of that 50 percent is for the 

bill1 
1\:lr. ERNsT. I haven't calculated that, Mr. White. It appears that 

slightly over 90 percent here are for the bill. 
Mr. WHITE. That adds up to 36 percent j 
Mr. ERNST. Yes; that is right, because I am only dealing with 50 

percent and not 100 percent. 
There is one change in the percentage of the companies shown, 

and it so happens it is the Federal Compress & Warehouse Co. and 
affiliates, winch,. when you take in 1938-39, shows it has 20 percent 
of the whole. 

On the left side, with the 50 percent as in the case of Chart No.2, 
it includes companies who might have from 75,000 bales in their 
warehouses, or their various warehouses, down to the smallest ware
house that might have a few hundred bales. 

Senator ELLENDER. As I indicated to you a while ago, I don't 
believe it will be possible to put in the printed record a chart in 

·which you have curves, as the one before us. So that other members 
of the Senate who might be interested in the subject may have a clear 
picture of it, the chart that is now before us takes into consideration 
all Government cotton as of July 31, 1940, which is owned by the 
Government and in which farmers have an interest~ 

Mr. ERNST. Yes, sir; that is correct. 
Senator ELLENDER. And that does not include-
Mr. ERNST (interposing). The current season. 
Senator ELLENDER. And the 50 percent aggregates 4,502,438 bales. 

Of that amount, the chart indicates that 12 corporations have that 
amount in their respective warehouses in the following proportions: 
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Memphis Compress & Storage Co. and affiliate, 78,932 bales, or 1 
percent. 

Public Cotton Warehouse, 89,893 bales, or 1 perce!lt. 
San Joaquin Compress & Warehouse Co. and affihates, 93,244 bales, 

or 1 percent. 
Beaumont Cotton Compress Co. and affiliates, 95,640 bales, or 1 

percent. 
Farmers & Merchants Compress & Warehouse Co., 114,591 bales, or 

1 percent. 
Shippers Compress &. Warehouse Co. and affiliates, 145,024 bales, 

or 2 percent. 
Texas Compress & Warehouse Co. and affiliates, 256,753 bales, or 

3 percent. 
Union Compress & Warehouse Co., 272,147 bales, or 3 percent. 
Traders Compress Co. and affiliates, 282,117 bales, or 3 percent. 
Cotton Concentration Co., 475,688 bales, or 5 percent. 
Anderson, Clayton & Co. interests, 804,969 bales, or 9 percent. 
Federal Compress & Warehouse Co. and affiliates, 1,793,440 bales, 

or 20 percent. 
And the remainder of that cotton, that is, the other 50 percent, is in 

the hands of those warehousemen who have from 75,000 bales on 
downW 

Mr. ERNST. That is correct. I would like to correct you in one state
ment that you made regarding this. It is not 12 large warehouses in 
the other 50 percent, but it would be the plants of the 12 larger com
panies and their affiliates. There might be a number of warehouses 
mvolved in each case. 

Mr. ALONZO BENNETT. Have you included the Tri-State Compress 
figures, at Memphis, owned by the MacFadden interests and the An
derson, Clayton interests jointly~ 

Mr. ERNST. I don't think that would show, I am not sure on that 
question. But we do have the information and can furnish it, if it is 
important, for the record. 

Senator ELLENDER. Would the corporations Mr. Bennett refers to 
have less than 78,000 bales¥ 

Mr. REED. They are affiliates of Anderson, Clayton & Cc;>. 
Mr. WHITE. I think you are mistaken. Anderson, Clayton owns a 

substantial interest, but it is controlled by MacFadden. 
Mr. REED. Do you know how much they own of Southeast Missouri 

Compress~ 
Mr. WHITE. They operate that compress. 
Mr. BENNE'IT. Tl1e Monroe Compress at Aberdeen, Miss.; do you 

know how their ownership runs~ 
Mr. WHITE. I have no idea. 
Mr. ERNST. 'l11is chart No.5 is put up in graphic form to show you, 

without naming the firms, the distribution of the 50 percent involv
ing 12 companies at whose plants and affiliates there is stored the 
cottons owned by the Government out of the 1934-35 and 1937-38 
crops, and the loan cottons of the years 1938-a9 and 1939-40, in which 
lattt>r case farmers have an equity. 
Th~se .amounts combined become 8,71 t296 bales, as taken from 

complla.t10ns of the Commodity Credit Corporation as of July 31 
1940. ' 
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Of these 12 companies and their affiliates who have 50 percent, 14 
percent is at ports and 36 percent in the interior. That cotton is 
distributed, 1,251,228 bales at ports and 3,251,210 in the interior. 

As regards the other 50 percent of the whole, involving various 
warehouses and ranging from 75,000 bales to a few hundred, the dis
tribution is 3,634,000 at interior points, which is 44 percent of the 
whole, and 580,000 bales at the ports, or 6 percent of the whole. 

Looking at the entire 100 percent, therefore, it will be seen that 
taking all these cottons into consideration, both Government-owned 
and farmer-equity cotton, excluding the present cotton season, the 
ports hold 20 percent and interior points 80 percent of the whole. 

We have tr1ed to give you the picture in this form. Of course 
there are sheets and sheets and sheets of pap'er on which the same 
information is contained, but certainly it has been helpful to us, in 
our own considerations and deliberations, to see the picture as we 
have tried to present it to you in these charts and graphs. 

We have three maps, divided into three areas of the Cotton Belt 
of the Southern States, designed to show you just where this cotton 
is, by companies. We have used colors which, unless the chairman 
requests, I will not attempt to explain, because they speak for them
selves. I will pick out one or two cases to show what our intent is. 

Here are two companies shown in black, and where the black is 
shown anywhere in one of these locations, it would indicate that 
these two companies· had plants there or affiliates there, and had 
Government-owned cotton there. It so happens that black applies 
to Cotton Concentration Co. and Manchester Terminal Corporation. 

Mr. WHITE. Is there any connection between those two companies1 
Mr. ERNsT. None whatever. 
You might take Traders Compress Co. I think that color is brown. 

That color shows where their plants are and where they control 
cotton. 

There is one thing I would like to explain in passing. This map 
was prepared before we completed the graphs and decided whether 
to show 12 or 13 or 14 in those groups. The plants of the National 
Compress Co., who have 6 or 8 or 10 plants m Texas, were put on 
this map. In no case do they have as much as 50,000 or 55,000 bales. 
It was put on inadvertently, and we would rather not change it. 
That is as related to Texas and Oklahoma as well as California and 
Arizona. 

Senator ELLENDER. What is your object in showing that~ In other 
words, how would that help the committee? 

Mr. ERNST. We had hoped it would be helpful to the committee 
because we felt that when you can see a certain area and know what 
companies or what groups of companies control the warehousing 
and have this cotton, it gives you a picture in your mind. 

Senator ELJ..E},'DER. Isn't that in the nature of a duplication, be
cause, after all, what you are desirous of showing, as I understand 
it, is a comparison of the cotton that is warehoused in the interior, 
in contrast to the cotton warehoused on the coast. What would 
the location have to do with it as to these interior warehouses~ 
In other words, whether they have their warehouses in Texas, Okla
homa, Georgia, Louisiana, or the fine State of Tennessee, what 
difference does it make~ 
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Mr. ERNST. I u~1derstood yesterday, Senator, that the committee 
did want to know where the cotton was. But now I understand 
you think the charts do show it in a different way. If you want 
me to put them on, I will do so. · 

Senator ELLENDER. Personally, I think we have in the record 
already a list of all those plants, and I really believe this is sur
plusage. 

Mr. ERNST. There are only two more. 
Mr. WHITE. This map No. 2, showing the locations of plants in 

the Mississippi Delta Region and the Mississippi Valley territory 
generallv, shows of the companies predominating: Federal Com· 
press & 'warehouse Co.; Union Compress & Warehouse Co.; Ander
son, Clayton & Co.; Public Cotton Warehouse; and Manchester 
Terminal Corporation, and their affiliates. 

Senator ELLENDER. In that connection, what difference would it 
make if these compresses and warehouses were located, let us say, 
in other sections of the South rather than in the places indicated 
on the map~ 

Mr. WHITE. We think the concentration of companies in a given 
area is important, and this map does show a heavy concentration 
of Federal Compress & Warehouse Co., for instance. 

Senator ELLENDER. In Memphis1 
Mr. WHITE. And south of Memphis. 
Senator ELLENDER. l\Ir. White, what importance do you attach 

to that fact? 
Mr. WHITE. It bears on the question of who is storing this cotton 

at present, the size of the company, and its control. 
Senator ELLENDER. You have given the actual figures in bales. 

Whether they have those bales stored in Tennessee or north Mis
sissippi or Alabama, I am just wondering what the object is. 

Mr. WHITE. What the map shows is already in the record in some 
form by showing the plants' location. 

Mr. ERNST. Of course, it is true that the maps also show what 
any group of companies or a company might have in its warehouses 
or those of its affiliates at port and in the interior, together as well 
as separate. . 

This is a map of Alabama, Georgia, and South Carolina. The 
majority of the cott~n is held by Anderson, Clayton & Co. interests, 
ancl one plant of Umon Compress & Warehouse Co. 

Senator ELLENDER (presiding). Are there any questions to be 
ask ... d Mr. ErnsH 

( No response.) 
Senator ELLENDER. Mr. Reed? 
Mr. REED. I have none. 
Mr. WHITE. Mr. Johnson. 

STATEMENT OF 1. M. 10HNSON, PRESIDENT OF HOUSTON COMPRESS 
CO., HOUSTON, TEX. 

Sen~tor ELLEXDER. Will you identify yourself for the record, 
plt•n~! 

)lr. Jonxsox. ~Iy name is J. 1\I. Johnson. I live in Houston, 
Tex. I am prt>s1dent of the Houston Compress Co., of Hous
ton~ Tex., and I am also conneet(>d with two other compr(>sses and 
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warehouses in Houston, one in Lake Charles, La., and one in New 
Orleans, La., owned by Anderson, Clayton or in which they have · 
a majority interest. 

I appear before this committee as a representative in behalf of 
the American Ports Cotton Compress and Warehouse Association. 

I have been in the cotton compress and warehouse business since 
1922. My activities are largely confined to the Southwest, and my 
remarks relate generally to that territory. In this particular terri
tory a fight-and I should call it a dog fight-has been going on for 
many years between the interior and port compress interest. I 
want to repeat, compress interest. 

Before the first Government cotton-loan program in 1933, this 
fight was largely over compression allowances ; but now it has, to 
a considerable extent at least, been extended to include the storage 
of loan cotton as well. I have always felt, and I still feel, that this 
fight between the two groups of the industry is a very foolish, harm
ful, and unnecessary procedure, and that a reasonable amount of 
common sense and fair play on the part of both groups could and 
would stop it without harming either side, the cotton producers, 
the Government, or the cotton trade. 

Senator ELLENDER. Who is going to be the arbiter~ 
Mr. JoHNSON. Senator, I have made one attempt to try to correct 

the situation, and I believe for about 2 years we had a reasonable 
amount of peace and tranquility among the two groups in the South
west. 

Senator ELLENDER. Does that same situation prevail in any other 
section of the cotton-producing States~ 

Mr. JoHNSON. Not to the extent, I don't believe, Senator. I have 
to frankly admit that I give the largest part of my time to the South
west. Of course in the Mississippi Valley a fight has been going on. 
I am not too familiar with it. I don't believe, though, it ts to the 
extent that it has been in the Southwest. 

Senator ELLENDER. When you say the Southwest, you mean Texas 
and Oklahoma~ 

Mr. JoHNSON. And New Mexico. 
Senator ELLENDER. What is the basis of that fight~ What is the 

trouble there~ 
Mr. JoHNSON. I might go back a little bit on it. At one time most 

of the interior presses were equipped with standard density presses. 
They secured the standard density compression of cotton mainly for 
railroad transportation purposes. The cotton, as a rule, then moved 
on to the port. If it was exported, it received a high density com
pression. The cotton that went to domestic areas went on without 
recompression at the ports. I imagine that, up until the time ex· 
ports were restricted, jrobably 90 percent of the so-called South
west crop was exporte . 

Senator AIKEN. What were the 2 years of comparative peace! 
Mr. JoHNSON. I don't remember, Senator, but I think if I would say 

1937 and 1938 it would be fairly accurate. Understand, please, that 
this difference between the two groups of the industry in the South
west was not a fight over compress and warehouse charges as assessed 
by the two groups against their customers. It was largely a question 
of compression allowances. It didn't involve the question that one 
group was charging too low and another too high. 
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Mr. WmTE. What is the oompression allowance~ 
Mr. JoHNSON. Under the present railroad structure compressional

lowances as they were originally known are pretty well out of the 
picture now, because we have carload rates, and I believe they are 
generally referred to now as differentials. 

I am not sure of those 2 years, Senator, but I think in 1937 and 1938 
we quit fighting each other. We usually had a case up before the 
Railroad Commission of Texas or before the Interstate Commerce 
Commission, but it certainly has been a costly procedure in the in
dustry, extremely costly, and harmful. 

Senator ELLENDER. Who were the sufferers Y 
Mr. JoHNSON. Both groups. 
Senator ELLENDER. How did the fanner come out Y 
Mr. JoHNSON. I don't think he has necessarily been brought into 

it, in the sense I don't believe it has cost him any money one way or 
another. 

Senator ELLENDER. What about the small warehouseman~ How did 
he come out? 

Mr. JoHNSON. I would like to bring that out, if you will let me 
proceed. 

Senator ELLENDER. Proceed. If you prefer making a statement and 
then being examined, it is perfectly agreeable. 

Mr. J onNsoN. Yes; I would rather th'at, please. 
Senator ELLENDER. You may proceed . 
.Mr. JoHNsoN. During these years of fight, the port group has been 

pretty consistent losers. The interior group usually won, and at the 
same time they quite often lost in the end, because as a rule after each 
victory they usually built additional compress facilities, until finally 
they had too many of them, and they still do. 

I am still talking about compress facilities. Many interior opera
tors in the Southwest, with whom I am personally acquainted and 
whom I consider as friends, agree with me on this. With the present 
reduced production of cotton this is especially true now. 

Before the cotton-loan programs were started, the interior presses 
in the Southwest were to a considerable extent not very interested in 
the storage of cotton. They were interested in and made. their money 
from the compression of cotton, and one Interstate Commerce Com
mission victory after another pretty well gave them a monopoly on 
that until the trucks came along; but they soon took care of the trucks 
with the 7,000-load-limit law. 

After the compression of cotton, the interior operators were, as I 
have stated, as a rule, generally willing for it to go on to the ports for 
storage, and the port groups, by making large investments, provided 
neces..;;ary and adequate facilities, with low insurance rates, to effi
ciently handle and store a tremendous volume of cotton. These port 
facilities are not new facilities. They have been in existence for years. 
They have in the past and will in the future, if allowed, furnish an 
indispensable, efficient.'. and economical service, necessary for the proper 
marketin~ of t'nited ::states cotton, both for export and domestic sale. 

In 1933 the first cotton-loan program was put into effect, and about 
that time the interior-compress group began to get interested in the 
storaj:te of cotton. They suddenly decided that compression alone was 
not enough for them, and that they must have storage income as well. 
They soon began to enlarge their plants-this time, however, for stor-
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age purposes-and. ~1ey saw to it, to the best of their ability, that 
the terms and conditions of loan programs made it extremely difficult 
for loan cotton to move to the ports for storage. 

Bear in mind, this was back in 1933 and 1934. At that time there 
were very few small cotton warehouses in the Southwest; but soon we 
were to witness a building race 'between the interior-compress group 
and others who theretofore had not been in the compress or cotton
warehouse business. They had heard of the fabulous profits that 
were being made from the storage of loan cotton in the interior. The 
East Texas oil boom was pushed into the background, and the cotton
loan boom took over the front page. Lumber and galvanized iron 
became scarce. Prices went up. But little did that matter, as the $1 
per bale charge and the first-year storage income would pay for both 
land and warehouse. The farmers were paying the bill. 

While all of this was going on in the interior, what was happening at 
the ports~ Certainly they saw no boom. They did, however, see their 
earnings begin to fade away, and by 1936 red figures began to appear, 
and red figures face a majority of the port presses today. The interior 
compresses and warE>houses, through their numerically superior 
strength, worked hard and were successful in keeping a large majority 
of the loan cotton away from the forts for storage. They were quite 
willing to increase the capacity o their own plants far beyond their 
normal requirements, and they' did not raise one voice of objection, nor 
dicl any Member of Congress, when: the Republicans added an amend
ltlent to the barter bill requiring that 300,000 bales of cotton be moved 
from the South to New Englancl for storage purposes. 

But they still continued' to work as hard as ever to keep loan cotton 
from moving to the ports, except in the case of a few operators whose 
warehouses were full and who did not want to build additional space. 

The port group has always and still do believe and subscribe to the 
policy of live and let live; but we do not feel that our interior friends-
~tnd I call them friends because many of them are my personal friends-
have the same point of view. 

Before the first loan program in 1933, both the interior and port 
facilities received a fair division of each year's cotton crop for handling 
and storage. But now, with the largest stocks of cotton available for 
storage in the history of the industry, the whole affair seems to be 
unbelievably off-balance, as the port group finds it impossible to hold 
a fair division of this cotton for storage. This is true even though 
the port group has consistently made available storage rates lower 
than those available at interior points. And please bear in mind that 
the port group has been attempting to secure a fair portion of the loan 
cotton for storage purposes long before the present European war. 
It is not a nE'w effort on our part. The port group has never tried to 
E>ecure the storage of all the loan stocks. We have only wanted a fair 
and rE'asonable share, and it is felt that this can be accomplished with 
fairness to both groups by moving only a part of the existing Govern
ment-owned stocks to the ports. 

It seems to us that it would be a good idea to now move some, but 
not all, of the Government-owned interior stocks to the ports for 
storage, so that the interior compresses and the interior warehouses 
will have adequate space available near the point of production to 
store the farmE>rs' 1941 cotton, a large part of which is sure to go into 
the 1941loan. 
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We feel that the. port compress and warehouse facilities have played 
1t11 important part in making it possible for the cotton farmers and 
the Gorernment to hare the adrantage of the storage rates presently 
in effect. It has already bet:>n stated to this conm1ittee that storage 
rates on loan cotton were at one time about twice as high as they are 
today. Had it not been for the competition of the port compress and 
warehouse facilities, we seriously doubt if the present rates would be 
in effed today, and the Gorenunent and the farmers would not have 
the adrantage of the $10,000,000 or more annual savings that have 
l'esulted from the present rates. 

While Senate bill S. 262 does not mention the port warehouse and 
com press facilities by name, it is our opinion that the real object of 
the bill is to keep both Gorernment-owned and Government-loan cot
ton away from the ports for storage, by making it impossible for the 
port compreRs and warehouse facilities to compete with similar facil
ities in the interior for the storage of such cotton. 

Gentlemen, I had no idea of getting into a discussion of compress 
tariff generally. At this time I am talking in behalf of my own com
pany. The other day, ho\1:erer,~Ir. Reed, representing the proponents 
of this bill, had inserted into the record a copy of the Houston Com
press Co. tariff effectire An~11st 1, 1940~ and at the time he stated that 
it would cost the farmer 35 cents a bale to store cotton at our plant 
for the first month, and21 cents per bale for each month thereafter. 

I am very much afraid that l\Ir. Reed did not understand the tariff. 
I think he got his 35-cent figure from the note under item 3. Senator, 
this tariff is already in the record. 

Mr. WHITE. Is it in the record, or were the two items simply put in f 
Mr. JoHNSoN. The first three items were put in, with the note follow

ing item 3. That note merely states that 35 cents of item 1 is due and 
payable upon receipt of the cotton. I would like to tell you what item 1 
cowrs. In the first place, don't confuse it with the charge that the 
farmet· pays at an interior press and warehouse. It isn't that at all. 
It is a complete round-turn service that. brings a bale into the plant, 
cm·ers weighing, sampling, handling of samples, and so forth, com
pression to standard density or high density~ 30 days' storage--

Senator ELLENDER (interposing). Yon don~t mean .the 35-cent 
(•harge? 

Mr. JoHNSON. No; I am talking of iteml. 
Senator ELLENDER. But you said something about the 35-cent charge. 
:\Ir. JoHNSON. I said that the note following item 3 savs that 35 cents 

of item 1 is due and payable upon receipt of the cotton. • 
Senator EuENDER. What is the total of item 1 ~ 
Mr. JoHNsON. 85 cents. 
St:>nator EUENDER. It is confusing~ then, when you say 35 cents. 

And I might say in passing that that is in accord, I believe, with the 
testimony of Mr. Ernst. 

~Jr. JoHNSON. I am not entirely familiar with Mr. Ernst's tariff. 
Sen~tor AIKEN. ~on mean thi's charge of 35 cents is before they get 

anythmg out of their cotton~ 
Mr. JoHNSON. This item-1 charge takes the bale in and out of tho 

plant; it is a complete round-turn service, including compression. 
~'nat or ELLENDER. And it includes storage for 1 month~ 
:\k JoHNSON. Yes. 
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Senator ELLENDER. And the entire cost for that service is 85 cents for 
the first month~ · · 

Mr. JoHNSON. Yes. Item 2 is identical in service with item 1, except 
that it does not include compression. 

Senator ElLENDER. What is the char()'e ~ · 
Mr. JoHNSON. Fifty cents a bale, a difference of 35 cents. This is 

purely a matter of keeping books, to have all cotton on storage on the 
same tariff basis. It is a matter of bookkeeping. 

Senator ELLENDER. But you do collect the 35 cents, don't you~ 
Mr. JoHNSON. W'e collect it at the time of arrival where item 1 is 

applicable. 
I think there is considerable misunderstanding about the charge that 

the farmer pays. First, I would like to make this point: Our complete 
round-turn service, including compression, 30 days' storage, loading 
out, and insurance is 85 cents. 

Senator ELLENDER. For the first month 1 
.Mr. JoHNSON. Yes. 
Senator ElLENDER. And thereafter~ 
Mr. JOHNSON. And thereafter it would be 21.7 cents per bale per 

month, but on a bale-per-day basis. That includes insurance. 
Senator ELLENDER. In this regard, suppose a farmer should leave 

his cotton in your warehouse only 20 days. Would he still have to pay 
the 85 cents, or how much would he have to pay~ 

.Mr. JoHNSON. That pretty well depends on the services performed. 
Senator ELLENDER. Let us say he takes your service No. 1, which 

includes compression and moving in and out and taking a sample 
and weighing, and everything. Suppose he leaves his cotton in your 
warehouse 5 or 6 days or 20 days, what would the charge be~ 

Mr. JoHNSON. A farmer as a rule does not use that service. Mer
chants usually use that service. Now what is your question~ 

Senator ElLENDER. What would your charge be, under the No. 1 
tariff as you have just indicated, should the merchant leave his cotton 
in your warehouse 20 days instead of a month~ 

Mr. JoHNSON. Eighty-five cents. 
Senator ELLENDER. So that you have a minimum charge of 85 cents 

irrespective of the time it remains in your warehouse~ 
Mr. JoHNSON. If the compression service is performed. 
Senator ELLENDER. I am relegating it to your first tariff. Would 

you mind another question on that~ 
Mr. JoHNSON. No; that is all right. 
Senator ElLENDER. With respect to your other tariff, that is, where 

there is no compression, your initial charge, as I understand, is 50 
cents~ 

Mr. JoHNSON. Yes. That is for receiving cotton that has already 
been compressed by someone else. 

Senator ELLENDER. And that includes a 15-cent shipside charge; 
does it not~ 

Mr. JoHNSON. We include shipside in the 50-cent item and in the 
85-cent item. 

Senator ELLENDER. But whether you perform the ship-side service 
or not, the 15 cents is paid~ 

Mr. JoHNSON. Yes. 
Senator ELLENDER. For this 50 cents you do the same thing as for 

the 85-cent service, except the compression~ 
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Mr. JoHNSON. Yes. 
Senator ELLENDER. And whether the cotton remains in you~: ware

house for a day or 5 days or 20 days or 30 days, the 50-cent charge is 
imposed~ 

Mr. JoHNSON. Yes. 
Senator ELLENDER. All right. 
Mr. JoHNSON. I want to explain that this 15-cent charge that you 

have heard so much about, certainly insofar as compresses are con
cerned, is misleading. In the case of the warehouse without a press, 
I think it is a different situation. 

Senator ELLENDER. Will you explain why~ 
Mr. JoHNsoN. I think I can do it as I go along,_ sir. 
Bear in mind that you can bring a bale of cotton into our plant 

under this item 1, get the services I have mentioned, and get it out 
again, including shipside service, if you want it, and storage, if you 
want it, for 85 cents. This same service to farmers by the Farmers & 
Merchants Compress & Warehouse Co., which operates 10 compress 
plants in Texas and 1 in Oklahoma, would cost: 

Centr 
Receiving, weighing, sampling, etc., including 15 days' storage and insur· 

ance----------------------------------------------------------------- 25 
Compression ---------------------------------------------------------- 78 
Additional 15 days' storage to make a total of 30 days' storage, at 6 mills 

per bale per day, Including insurance •. -------------------------------- 9 

That comes to a total of $1.12 per bale. 
Senator ELLENDER. Is that an interior warehouse 1 
Mr. JoHNSON. Mr. Brooks testified as to that the other day. I present 

that to show that our tariff is not necessarily out of line. 
Senator AIKEN. That is not Government cotton you are talking 

about, is it~ 
Mr. JoHNSON. I am talking about farmers' cotton at this time, be~ 

cause this tariff does not cover Government cotton. 
Mr. Reed made the statement this morning that it is quite difficult 

to compare tariffs where the services are not Identical. I am not sure 
that is exactly what he said, but I think that was his meaning. I want 
to agree it is a difficult job. When you compare an interior. tariff with 
a port tariff you have a difficult situation, because the services are not 
necessarily the same. As a matter of fact., as a rule they are not the 
Eame. 

I will be glad to leave this tariff with you for whatever it might 
be worth. 

Senator Eu.ENDER. I would like to ask you a few questions as to the 
fanners' compress and warehouse tariffs to which you have just 
referred. Do they have their compresses and warehouses in the 
interior! 

Mr. JoHNSON. Yes. They are all in the interior. 
Senator ELLENDER. Are we to understand these interior compresses 

hare a different charge to the farmer for cotton that goes into the loan 
and cotton that does not go into the loan~ 

Mr. JoHNsoN. Some of them do and some of them don't. 
S'!nator ELLENDER. To be frank, your testimony is the first I have 

ht>at·J tl~at th~.>re is a ditfe~·ence. I mean, the impression I had from 
P\'ery Witness who has testified heretofore was that the interior ware~ 
hoHst•men were in a measure forced to charge this uniform tariff, 
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of 15 cents per bale, which included all the service which you perform . 
for 50 cents except the shipside loading. 

Mr. REED. The Southeast boys testified that on the producers' cotton 
they had a 25-cent charge. Mr. Brooks testified that this tariff has 
been amended so that his company has only the 15-cent r~te. 

Senator ELLENDF..R. Am I to understand that in many cases the 
interior warehousemen and compressmen have a differe1it tariff for 
cotton that goes in the Government loan than for other cotton? 

1\fr. REED. Particularly in Southeastern States, where they do not 
have compression revenue. In the Missjssippi Y' alley and West gen
erally, the 15-cent rate applies. 

Senator ELLENDER •. There are a large number who do not get in 
excess of 15 cents~ 

1\fr. REED. I would say the majority. None in the Mississippi 
Valley would. 

Senator ELLENDER. Where are your warehouses located~ 
1\fr. JoHNSON. Would you mind if I finish this, and then yon can 

cross-examine me. I have some tariffs of presses in the Southwest 
before me. I would like permission to review these tariffs very 
briefly and leave them with the committee. 

Senator ELLENDER. You can file them, but not for the purpose of 
having them printed in the record. 

Mr. JOHNSON. That is satisfactory. I have two purposes in intro
<htcing these tariffs. One is to show that in the Southwest this 
handling item in the interior tariffs 'has to a certain extent been 
lower at the same time the tariffs in the .Mississippi Valley were 
higher. And the second purpose as to why I want to introduce these 
tariffs is to show that in the Southwest the loan programs and these 
huge stocks of cotton have not affected the charge assessed against 
the farmer. 

Senator ELLENDER. Are those tariffs present tariffs? 
Mr. JoHNSON. Present and past. 
Senator ELLENDER. The conunittee will stand in recess until to

morrow at 10 o'clock. 
(Whereupon, at 5 p. m., the conunittee adjourned until 10 a. m., 

Saturday, February 1, 1941.) 
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e~nEo STATEs SENATE, 

CmnmTIEl~ ON AGRICULTURE AND FoRESTRY, 
lV a.shington, D. 0. 

The committee met, pursuant to adjournment, at 10 a. m., in the 
cDmmittee room, 324 Senate Office Building, Senator John H. Bank
head, presiding. 

SenatDr B.\NKHEAD. Let us proceed. 

STATEMENT OF J. M. JOHNSON-Resumed 

Sanator McKELLAR. f" on had son~ething else you wanted w add~ 
Mr. JoHNSON. Yes, s1r. I hnd fimshed my general statement. 
Senator McKELLAR. So I had heard. 
Mr. JoHNSON. I haYe some tariffs of interior compresses in the 

Southwest I would like to refer to, and I have another statement
! said that my aetirities were cmifined to the Southwest, and my 
remat·ks related generally to that territory. 

Senat~1r McKELL.\R. Is that a copy of your remarks of ye.sterday~ 
See, I d1d not hear them. 

1\Ir. JoHNSON. They are just all torn to pieces. 
Senator Mci(ELLAR. Has anybody got a copy of them? 
Mr. JoHNSON. I did not follow any. 
The purpose in introducing these tariffs of the interior compress 

facilities in the Sclllthwest is to show that the huge loan stocks have 
really not influenced the rate that these compresses charge to the 
produrer. I luwe here a tabulation that I have made that I would 
like to submit to the record, which is fairly short, and it will show 
that the Mis:;;issippi Valley tariff rates, as submitted by Mr. Reed 
and as now in the t-ecord, were as a rule, substantially higher, begin
ning with the period that Mr. Reed covered, of 1931-32 up tmtil 
you g-et to the beginning of the 1939-40 season. For example, here 
are the tariffs of the Traders' ComprE'ss C'o. I believe they operate 
19 compt-es.ses in the State of Oklahoma. I consider this companv 
to be one of the best-manag-ed compress companies in the Southwest, 
at least, if not in the Cotton Belt. :Mr. B. L. Anderson, of Fort 
Worth, is the head of this company, and these tariffs will show that 
starting with September of 1932 this charge against the farmers' 
cDtton was 15 cl'nts a bale; that charge remained constant on up to 
the curi'I:'nt season, when I think it even included insur,mce.. Com
IUI.'ncing with 1939 it in effoct redueed the charge slightly. Before 

26i 
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that they had been allowing 30 days' £roo stora.ge, offsetting this 
insurance. They cut down the insurance to 15 day&--<>ne virtually 
offset the other-so you might say the tariff of this company has 
remained constant with these huge stocks of loan cotton. It was 
15 cents before the loan proO'ram started; it is 15 cents today. 

While these 15~nt tariffs were in existence in the Southwest, 
the 1\Iississippi Valley tariffs were ranging from 50 cents on down 
to 25 cents, until the beginning of the 1939 season. 

I believe that this is pretty conclusive evidence that the loan pro
gram has certainly not reduced the cost to the farmer in the South
west, because the tariffs were already low. 

Senator ELLENDER, How do you account for that? 
Mr. JoHNSON. Well, Senator-
Senator ELLENDER (interposing). Is it that more cotton is handleu, 

or just what 1 
Mr. JoHNsoN. To the contrary, I would think not. The Mississippi 

Valley has always been a highly productive area, and I would not 
think so. 

Senator ELLENDER. Can you not build :facilities cheaper there be· 
cause of the difference in rainfall and things like that j Is it not 
probably true that you can store cheaper1 · 

Mr. JoHNSON. I would not think so. 
Senator ELLENDER. You would not think so~ 
Mr. JoHNSON. No, sir; another set of tariffs, the Interstate Com

press Co., of Vernon, Tex., will show that they have had a 15-cent 
rate available except for 1 year, and that is the year of 1936-37, when 
they had a 10-cent rate in- · 

Senator 1\Iol~ (interposing). That was the year of the big 
crop~ 

l\Ir. JoHNSON. No, sir; the year of the big crop was 1937-38. 
Senator McKELLAR. I have always thought that-
Mr. JoHN1SON (interposing). The Lubbock Compress Co. of Texas, 

had a 15-cent rate; the Farmers & Merchants Compress & Warehou~e 
Co., of Texas, has had consistently a 25-cent rate. I am not arguing 
the measure of the rate necessarily. I am merely trying to show that 
the rates have remained constant with the loan program, that the 
storage and accumulation of such cotton has not affected the rate. 

l\Ir. REED. Mr. Chairman, may I interrupt Mr. Johnson~ 
Senator BaNKHEAD. Yes; go ahead. 
l\Ir. REED. I know he does not want to make a misrepresentation of 

facts. I just want to point out that there is a charge for handling 
wagon cotton of 15 cents per bale; there is an a<lditwnal charge of 
10 cents for weighing-that is there was in 1932-going up to 25 
cents a bale for receivrng and weighing and 10 cents for sampling, and 
the one charge of 15 cents includes that, does it not~ 

Senator l\Ic:IULLA.R. Will you answer that question, please, sid 
Mr. Rm>. Also insurance 'f 
l\Ir. JoHNSoN. That is correct. For the 1932 tariff I accept that 

correction. In the case of 1933--
Senator ELLENDER (interposing). How about the others that you 

have testified to~ 
Mr. JoHNSON. I will go back and check on the others, Senator. In 

the case of 1933 the handling charge was 15 cents a bale, the weighing 
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was free. I see no mention of the sampling charge. I would like Mr. 
Reed to--

Mr. REED (interposing). I just know that they varied. If you will 
read my statement, Mr. Johnson, you will find I told the committee 
when I introduced them that they were not uniform and that they 
varied. 

Mr. JoHNsON. I understand that, Mr. Reed. I am just trying to 
get into the record some of the interior tariffs that I think have a 
bearing on the argument that has been put forth, namely, that these 
huge stocks of loan cotton have reduced the rates paid by the farmers. 
I say, in the Southwest that is not the case because the rates were already 
lower than they were in the Mississippi Valley. 

Mr. REED. I think that statement, Mr. Johnson, is true, that they 
were generally lower in the Mississippi Valley, but it is also true that 
they came down effective the 1939 season. I do not believe that the 
remainder that have not come down will stay where they are with all 
the other tariffs around them down to this 15-cent level. 

Senator McKELLAR. In order to shorten this, why can not these be 
put in the record~ 

Mr. JoHNSON. They are too long. 
Senator McKElLAR. I was going to say, let Mr. Reed examine them 

to see if there are any more incorrect statements as the first one
Senator ELLENDER (interposing). I will take the Interstate Compress 

Co. For instance, it says here [reading]: 
Oents 

Handling : per bale 
Concentrated cotton----------------------------------------------- 15 
Wagon cotton ••• -------------------------------------------------- 15 
Yard cotton •• ---------------------------------------------------- 15 

Weighing ________________________ ------------------------------------- 10 
Resampling__________________________________________________________ 5 

Mr. JoHNSON (interposing). Senator, I beg your pardon. Those 
tariffs are pretty hard to interpret unless you are familiar with the 
operation of the business itself. You cannot just look at that and 
figure out what it is going to cost to handle a bale of cotton. 

Senator ELLENDER. I know. It strikes me it is plain enough. If a 
farmer, as I understand that schedule-let us take the Lubbock Com· 
pressCo.- · 

Mr. JoHNSON (interposing). It applies only to what is known as 
wagon cotton. That is the 15-cent charge right there that the farmer 
would pay. 

Senator ELLENDER. That is for handling! 
Mr. JoHNSON. Yes, sir. 
Senator ELLENDER. Now, that tariff says [reading]: 
Weighing by public weigher, but this company will collect the following fees 

for him: Concentrated and wagon cotton, 5 cents per bale--

1\lr. JoHNSON (interposing). If the company weighs the cotton it
&elf, why there is no charge. 

Senator McKELLAR (interposing). You have presented a tariff here, 
and if the tariff includes th.-se other charges and they amount to 25 
cents a bale, then they must be considered the same as what they are 
now-

&nator ELLENDER (interposing). It says: 
Transit and yard cotton, 10 rents per bale; reweighing, 10 rents per bale-

2lH272-41-18 
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and in the tariff schedule of the Interstate Compress Co. you have here 
free storage for 15 days. I imagine that is for the first 15 days; you 
would probably have to pay the 15 cents for handling and this weigh
ing fee and resampling fee, which would aggregate 30 cents for 15 
days, and thereafter you would resort to this 15-cents-per-bale charge 
for storage. Am I not right in that~ 

:Mr. JoHNSON. Mr. Chairman, I accept 1\fr. Reed's correction for the 
tariff of 1932. 

Senator McKELLAR. What about this one Senator Ellender has read; 
do you accept that, too? 

~fr. JoHNSON. Commencing with the 1933 tariff, which tariffs were 
put into effect before the first loan program was announced, whieh 
would be right here, Senator Ellender-it. has the same tar.iff, weigh
ing concentrated and wagon cotton first time free. Handlmg wagon 
cotton, 15 cents per bale. The correction will stand for the year of 
1932-33. 

Senator ELLENDER. What about resampling? I see there is a charge 
of 5 cents p£>r bale. . 

1\fr. JoHNSON. Senator, that applies only if the cotton is sampled a 
~econd time, which does not necessarily--

Senator ELLENDER (interposing). But that does not say so here. It 
says: "Resampling, 5 cents." 

Mr. JoHNSON. See, it is sampled the first time for the 15 cents. If 
the buyer of that cotton later on wants that resampled-

Senator ELLENDER (interposing). Where does it say that the 15-cent 
charge covers the sampling~ . · 

l\fr. JoHNSON. The custom of the trade includes the sampling, 
Senator. 

Senator McKFLLAR. I think those records ought to go in the re~ord. 
I do not see how, if there is a difference of opinion about them-they 
speak for themselves and they ought to go in the record. 

Senator BANKHEAD. I think, if the fact is that there is some doubt 
ns to what they are, I think tluiy ought to go in. 

Mr. WHITE. Mr. Chairman, we would like to put those in the record. 
Senator BANKHEAD. Just file them with the clerk. 
Mr. WHITE. vYe would like 1\Ir. Johnson to explain his interpreta

tion of them. 
Senator 1\IcKELL!R. All right; and then we can have the other side 

explain them. 
Senator ELLENDER. In that way we can have the whole picture, both 

!'ides. 
Senator BANKHEAD. Are you prepared to explain them when he gets 

through? 
:Mr. REED. Yes, sir. I explained, when I pnt that tariff in-that 

statement in-that the charges were not uniform over the belt. It 
is all in the record right now. 

~fr. JoHNS~}~. Mr. Chairman, I thought it was understood that the 
tariffs were put in only for the Mississippi Valley, and I merely wanted 
to get these southwestern tariffs into the record. 

~enator B~\NKHEAD. It is all right. Anything they want in .. I am 
gomg to let m. 

Senator McKELLAR. 'Ye will pnt them in the record._ 
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~Ir. REED. W' e put in some testimony on the southeastern tariffs, 
-and we put Mr. McElrov and one or two others with respect to the 
.Southwest to show the difference. 

Senator McKELLAR. Go ahead. 
::\Ir. JoHNSON. I think that everyone here has a general impres-

8ion, or at least they ~ave the i~pression that when a ba!e of cotton 
goes into a press that It pays tlus 15-cent charge, or possibly 20-cent 
(·harge, or maybe .even a 25-cent charge. 1:'hat is the charge for 
<'oming in, you m.tght say. These tanffs ~nll all show that !h.ere 
is a charge for gomg out, whether that be m the form of reqmrmg 
1he compression service to be performed by the warehouse where 
the cotton is stored or a shipping charge where compression is not 
<:haro·ed, and will run that around 50 cents a bale. In other words, 
the clu1.rge against the cotton is not necessarily 15 cents; it is 65 cents 
a bale now. 

Senator AIKEN. I suppose the farmers all understand these charges 
l>retty well~ 

Mr. JoHNSON. Senator, I do not think so. It is hard for ahnost 
.anyone to understand them unless they just live with them, and it 
is an unusual procedure, I would say, to have an entrance charge 
and an exit charge that is not clearly understood by a lot of people, 
and I think that is just exactly what this is: That the charge is a 
round-time-service charge as to what it takes to get the cotton 
in and get it out; it is not only the in-coming charge that counts. 

Senator ELLENDER. Now, with 1'espect to those out-going charges, 
those charges are imposed only for the compression; are they not~ 

Mr. JoHNSON. No, Senator; that is not correct. Let us take one 
(If these tariffs-those local concentrated cotton charges. The re
<"eivinj! charge by this particular compress-this is the Farmers' 
and Merchants' Compress & Warehouse Co. of Texas, is 25 cents
this is 1940-41 tariff-

Senator ELLENDER (interposing). Now what does that service in
dude~ 

Mr. JoHNSON. That covers the receiving, weighing, sampling, 15 
days' free storage, and possibly the handling of samples and the 
usual incidental services and insurance. 

Senator ELLENDER. All right. 
Mr. JoHNSON. That is the 25 cents. Now the next item, and it 

~'ays there that this is (A) "In consideration of this Companv re
ceiYing compression reYenue," but look at the next item (B) "Receiv
ing charge on flnt" cotton-that means uncompressed cotton--

Senator ELLENDER (interposing). Yes. 
::\Jr. JoHNSON. "Flat local concentrated cotton, if not compressed 

lly ~this Company, 75 cents." 
~t'll:\tor ELLENDER. Well, does that mean to sav that if I as a 

f:u·m~J', were to ship flat cotton, that the charge would be 25 'cents, 
and If th(l company where I bring mv cotton conmresses it then 
the usual charge is made for compre5sing it; but 1£ I bring the 
eompressed cotton there! they charge me for it anvhow ~ You do 
not Jll(ltlll that, do vou ~ • 

~Jr .• JoHxsoN. No; that is not ri(Yht. If You brin(J' flat cotton 
th.erethe~· will eharge you 25. cents; if you lHiYe it confpressed they 
"Ill duu·l!e yon the compression charge, which is 15 cents per hun
tlrt>d pounds, or for a 500-pound bak 75 cents. you pay for it. If 
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you bring flat cotton there and ship it out uncompressed you pay 
this charge right here, the 75 cents. 

Senator ELLENDER. In other words, you are paid for a service you 
do not render~ 

Mr. JoHNSON. Well, I would not say that. · 
Senator ELLENDFR. Well, you are, are you not? Why do you not 

say so then ~ It is a fact, is it not? 
Senator BANKHEAD. That they pay the same thing whether it is 

compressed or not compressed; is that the idea? 
Mr. JoHNSON. '\That is thaH 
Senator BANKHEAD. Is the aggregate amount charged the same, 

whether they compress it or whether they do not compress it~ 
Mr. JoHNSON. In this particular tariff, where the bale is received 

uncompressed, and shipped compressed, the total in-and-out charge, 
including 15 days' storage, is $1. 

Senator McKEr..LAR. Is that one of Anderson & Clayton's compresses~ 
Mr. JoHNSON. No, sir. 
Senator McKELLAR. That is one that is not. Do you have the sam& 

sort of charges? 
Mr. JoHNSON. We have a complete-Mr. Reed has already put our 

tariff into the record. 
Mr. WHITE. Senator, we did explain that the other day. 
Senator McKELLAR. Let him explain. I asked him if he had the 

same charges in his compress contract. 
Mr. JoHNSON. Our tariffs are ~~at we call a concentration tariff, 

and they are covered by items of this same tariff that relates to con· 
centration- · 

Senator McKELLAR (interposing). What I am trying to ask-in your 
tariff do you provide so that you can add a 75-cent fee for compressing· 
cotton whether you compress it or not? Now, that is a perfectly plain 
question. Just answer it "Yes" or "No." . 

Mr. JoHNSON. In our tariffs we provide for a complete round-turn 
service, in one item. 

Senator McKELLAR. How much is that, and does it include com
pression~ 

1\fr. JoHNsoN. 85 cents a bale, where it includes compression. 
Senator McKEu.AR. Now, you have not answered my question. In 

the compresses that your company owns, do you provide the same, or 
substantially the same, kind of a charge that you have just read from 
this company-wha,t is the name of it, Senator Ellender~ 

Senator ELLENDER. Farmers' and Merchants' Compress & Ware
house Co. 

Senator McKELLAR. Do you provide for the same kind of contracts, 
which would include a round fee of about $1, including the compres
sion of cotton 1 .Now, that is a question you can answer "Yes" or 
"No," and make any explanation you want to about it. 

Mr. JoHNsoN. I cannot ans~er it "Yes" or "No," Senator, because 
we have a varying practice. 

Senator McKELLAR. Give me the varying practice. Some of them 
you do and !:ome of them you do not. Let us have that. 

Mr. JoHNSON. In our port tariff we do not. 
Senator McKELLAR. In your port tariff you do not 1 
Mr. JoHNSON. We have two interior tariffs. Up until the begin

ning of the 1940-41 season, we did not. 
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Senator McKELLAR. Well, do you do it now¥ . 
Mr. JoHNSON. We do it now. I want to tell yo~ why we do It now. 
Senator McKELLAR. All right, now we are gettmg somewhere. 
Mr. JoHNSON. We are doing it, against, you might say, our better 

judgment. 
Senator McKELL ~B. Oh do not say that. Do not make the farmer 

the victim of something that is against your better judgment, for 
Heaven's sake. _ 

Senator BANKHEAD. Did anybody coerce you in~o d~ing it! I want 
to know what that means. You say you are domg It agamst your 
better judoment. Were you coerced into it in any way? 

Mr. JoHeNSON. No; we were not forced into it. 
Senator BANKHEAD. That was a vague remark, then¥ 
Mr. JoHNSON. Well, we were up in the interior country. 
Senator McKELLAR. Where in the interior country~ 
Mr. JoHNSON. At Wichita Falls, Tex., and Childress. 
Senator McKELLAR. Tell us how your company was coerced up 

there in Texas~ 
Mr. JonNSON. When the 194lloan forms came out, they contained 

this clause, which !.think is very interesting, and unique-we cer
tainly were not interested in seeing it put in there. 

All charges, excevt as stated below, including storage, insurance, receiving, 
tagging, weighi11g on arrival, sampling on arrival, storage of samples, picking 
out by tag numbers and loading into cars or trucks, will be at the rate of 15 
oents per bale per month or fraction thereof. 

Now that said, ''Except as stated below." Now here is what is stated 
below-this is in the 1940-41loan form-

Senator McKELLAR (interposing). Yes, sir. 
Mr. JoHNSON (reading): 
Comprt!ssion charges and fiat delivery charges on cotton moved from a ware

house operating compress facilities without payment of compression charges will 
be at the rate provided in the warehousemens' established tariff effective July 
1, 1940. 

Senator McKELLAR. Now what is that tariff effective July 1, 19i0l 
Mr. JoHNSON. It simply means this, Senator, that a warehouse 

without compress, that receives loan cotton and store$ it-we will 
go back to this 90-day period-will collect 15 cents for 3 months, or 
a total of 45 rents. Now, that is the warehousemen without com
press, such as Senator Bankhead has, for example, over in the State 
of Alabama. But what happens in the case of a warehouse with 
compress? He gets his 15 cents per bale for each month, making 
a total of 45 cents, and in addition he is entitled to receive his extra 
income that the warehouseman without compress doe.s not get. 

Senator McKELLAR. Now, what is the amount of that~ 
Senato~· ELLENDER (interposing). He performs a service there by 

compressmg--
Mr. JoHNSON (interposing). It does not sav that. It says this: 

"Compl'('ssion charges and flat delivery charges." He does not have 
to perform a sen·ice if the bale is remoYed uncompressed, and he 
~'hips it. just as the small warehouseman ships it, he gets 50 cents 
a bale more than the little warehouseman or a gross of 95 cents, as 
rompart'd to the little wal'('houseman gettinO' only 45 cents. 

Senator McKEI.LAR. In other words, whe'i-e you have a compress 
atta<'hed to your warehouse-and you have got many of these, I 
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believe--where yon have got a compress attached you have a rate
of 50 cents extra for compressing; if the compres~10n is done you 
collect that, if the compressing is not done you still collect it? 

Senator ELLENDER (interposing). That is right, 
Mr. JoHNSox. Senator, if the compression is performed you collect. 

the compression rate, which is 60 to 75 cents. 
Senator McKELLAR. Oh l 
Mr. JoHNSON. That is in addition to the 45 cents. now. 
Senator McKELLAR. Yes. · 
Mr. JoHNSON. If you do not perform it, you collect only 50 cents .. 
Senator McKELLAR. Only 50 cents. You perform no duty whatso-

ever toward that cotton; you perform no service to that cotton, and 
yet you arbitrarily collect 50 cents a bale on it, or 50 cents a hundred,. 
which is itY 

l\Ir. JoHNSON. The point I am arguing is, where does that put the
warehouseman without a compress~ 

Senator McKELLAR. If you ask me the question, I think it puts you 
in the place of doing a dishonest piece of business, if you are asking 
me that question. 

Senator BANKHEAD. Do your warehouses hav~ compresses~ 
~Ir. JoHNSON. Yes, sir. 
Senator BANKHEAD. All of them? 
l\lr. JoHNSON. Yes, sir. 
Senator BANKHEAD. And you collect these chnrges without doing 

anything? 
l\Ir. JoHNSON. Senator, we have had that in one of our tariffs-
Senator BANKHEAD (interposh1g). If the Commodity Credit wants 

to save money on this thing, that would be a mighty good place t(} 
save it. . 

Senator Mc:KE:ILAR. I want to call the attention of the Commodity 
Credit Corporation of this charge without service. 

Senator ELLENDER. Do all warehousE>men who have compresses in 
connection with their warehouses do the same thing, are we to under
stand that~ 

Mr. JoHNSON. ".,.ell, Senator, I would not want to say all of themt 
but I think I would be safe in saying that a big majority of them
I am not familiar--

Senator McKELLAR (interposing). Could you give the names of 
those who deal like you do in a contract and make a charge for com
pression of 50 c.ents a bale, when you do not perform the service? 
'That compresses are there? If there are such compresses they ought 
to be regulated by the Commodity Credit Corporation, and the Com· 
modity Credit Corporation is not doing its duty unless it does regulate 
them. 

Senator BANKHEAD. Is it the general practice of those who have 
compresses to make that charge, as Senator McKellar has stated? 

Mr. JoHNWN. I would like to qualify mv opening statement here 
by saying that all my time is really spent "in the Southwest, and in 
the Southwest it is. 

Senator B.-\NKHEAD. The general practice? 
Mr. JoHNSON. Yes, sir. 
Mr. REED. And w-hv was that? 
Mr. JoHNSON. Mr. ·'\"\"'bite, I believe the present tariff is in the rec

ord. It will show whether it is or is not. 
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Mr. REED. I thi"nk Mr. Johnson ought to tell you whether or 
not, in his opinion, they haYe en>r collected any revenue on that 
50-cent flat delivery charge. , . 

Senator BANKHEAD. That is right, the very thing we would like 
to know. Have you colleded anything1 ... 

Mr. JoHNSON. That is hard to say, Senator. "e have not had 
that in our two interior points-! think we ~id not put it in. there 

. until our tariff of August 1, of this year; prwr to that we did not 
have it. · 

Senator BANKHEAD. Have ~·ou collected anything under that~ 
Mr. JoHNSON. I do not know whether we have or not. 
Senator McKELLAR. Do you keep books over there at these two 

compresses? 
Mr. JoHNSON. As a rule. 
Senator McKELLAR. Do you or do you not keep books 1 
~lr. JoHNSON. Yes, sir; we do. 
Senator McKELLAR. Can you not answer from your books, how much 

yon received from the compression of cotton that you did not com
press? 

Mr. JoHNSON. Surely we could. 
Senator McKELLAR. ""~"ill you get the figures and submit them to this 

committee? 
Mr. JoHNSON. I would like to state, Senator-
Senator McKELLAR (interposing). I am asking you, will you do 

that-wait one moment-will you get the figures from your books and 
give them to this committee 1 

Mr. JOHNSON. I will be glad to, sir. 
Senator McKELLAR. All right. 
Senator BANKHEAD. Do you know whether anybody else is collecting 

for compression, when they do not compress? 
Mr. JoHxsoN. Senator, I do not, but I know this, that the item is in 

the tariff, and that it works, insofar as this loan program is concerned, 
a SHere hardship on the warehouse without compress. 

Mr. WHITE. Mr. Johnson, what is the purpose of that~ 
Mr. JoHNsON. I know that to be a fact. I thought you would be 

i~1terested, Senator, because over in your State, you ha,·e that situa-
tiOn on rather a large scale. · 

Senator BANKHEAD. Practically uniYersal. The same way in 
Georgia. · 

Mr. JoHNSON. The only point I am trying to get over is that these 
small warehouses get 15 cents per bale per month on this loan cotton, 
whereas the compress company gets 15 cents per bale per month, and 
by an item prorided in the loan provisions they are guaranteed addi
tional income of one kind or another. 

Senator BANKHEAD. Whether they render the serYice or not, just 
merely because they own a compress~ 

Mr. JoHNSO:s-. Yes, sir. Now that is the only qualification. This 
stat~ment reads, "Compress charges and flat delivery charges on cotton 
monng from a warehouse operating compress facilities." 

Senator ~LLEXDE;Jt. Now, Mr. Jolins?n, as a matter of fact, taking 
the otJun· new of 1t now, the other si?e, so as to get it before the 
<.'omnnttee, most of tht' cotton~ or practically all of it in your section 
is compressed, is it not 1 ' 
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Mr. JoHNSON. That was true, probably, Senator, up until this year. 
A substantial amount of cotton moved this year uncompressed. 

Senator ELLENDER. Now is it not a benefit, as was pointed out yester
day or the day before, to have cotton compressed in that the freight 
rates are much lower than on flat cotton~ 

Mr. JoHNSON. That depends on the nature of the movement. The 
advantage where it is moved from southwestern points to certain mill 
points is more or less of a stand-off, you might say. 

Senator ELLENDER. Exactly what do you mean by that~ 
Mr. JoHNSON. Well, the saving in freight is just about offset by 

the compression, and as density is a disadvantage at the mill, it 
really does not mean so much. That is not true all over the belt, 
but it is true under certain conditions. 

Senator ELLENDER. In a case of that nature, where flat cotton 
is shipped by the warehouseman, who gets this 15-cent charge~ Of 
course, the farmer would pay the 15-cent charge in that case~ 

Mr. JoHNSON. In the case of the warehouseman; yes, sir. 
Senator ELLENDER. That is all@ 
Mr. JoHNSON. Yes, sir. 
Senator ELLENDER. And depending upon where it goes, where the 

cotton would be shipped away, either for export or where compres
sion would be prerequisite, to save on freight and so forth, that this 
compression is in a measure forced upon the farmer. Is that not 
trueY 

Mr. JoHNSON. Well, it is either forced upon him, or the flat de
livery charge is, one or the other. 

Senator ELLENDER. Now, if 'it is forced on him, as these tariffs 
would show, and the cotton is shipped away, say for export or to 
mills far from the point of production, the farmer usually saves 
on the freight by having his cotton compressed in contrast to having 
it shipped flat. ·Is that not true¥ 

1\fr. JoHNSON. I do not argue that point with you, Senator, but 
I do argue this point, that the facility had received income of a 
compression nature in that compression charge of 75 cents a bale-
now to !Yet back to this point that they have--the advantage over 
the smafi operating warehouse in the handling of this loan cotton. 
Now it is true they might perform the compression charge of 75 
cents a bale, making their total charge, say it would be 45 cents for 
3 months, plus 75 cents, which I believe would be $1.20, whereas, the 
small warehouseman would only get 60 cents. My contention is 
that the small warehouseman in the handling of loan cotton is at a 
tremendous disadvantage. 

Senator McKELLAR. Mr. Johnson, let me ask you this question, 
tmder this rule, or whatever you call it-under this tariff, I believe 
you call it: If the Commodity Credit Corporation were to remove 
1,000,000 bales of cotton now stored in the Memphis compress-! 
believe it was testified there were 1,000,000 bales there, we will 
assume it is 1,000,000 bales-take 1,000,000 bales of cotton and order 
it sent to New Orleans for restorage, then the warehouse at Memphis 
could, under these ntles, put on a charge of 50 cents a bale on every 
bale of that cotton that was restored in New Orleans, could they 
not~ 

Mr. JoHNSON. If they had the compress there would be-
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Senator McKEIUn (interposing). They could. I happen to know 
of one concern in Memphis that has probably that much on storage. 
If they could pick up one-half a million dollars in that easy way 
without doing any service, do you not think they would do it~ 

Mr. JoHNSON. I think, Senator, that the head of that company has 
already stated that most of their cotton was already compressed, so 
he performed a service. 

Senator McKELLAR. I am talking about uncompressed cotton, be
cause I imagine he has got somewhere in that neighborhood, but sup
pose it is 500,000 bales only that he has got uncompressed, and the 
Government moved that to New Orleans; in addition to the freight 
for carrying it to New Orleans, in addition to the sampling, and in 
addition to any other charges that might be made, you would have 
to g:et a 50-cent concealed fee, would you not j 

Mr. JoHNSON. If it were shipped uncompressed, but-
Senator McKELLAR (interposing). I am talking about if it is 

shipped uncoml?ressed. That would be true, would it not, that they 
could put on th1s concealed fee of 50 cents a bale~ 

Mr. JoHNSON. It is not concealed, Senator; it is in the tariff. 
Senator McKELLAR. It is in the tariff. Suppose I am a farmer 

in Shelby County, and I bring in my cotton to your warehouse, do 
you suppose that I, or any other farmer, would know about that 
concealed fee~ I did not even know it as a legislator; I did not even 
know it. as a man of some information of long service; I did not 
know that was concealed in these contracts until you brought it out 
this morning. I do not think that ought to be m that contract, I 
do not care who put it in. 

Senator AIKEN. Mr. Johnson, do you think that the C. C. C. woulrl 
permit charges on Government cotton that had not been compressed 1 
Did they give you any reason for thinking they would~ 

Mr. JoHNSoN. Senator, there is on this old Government cotton
there has already been some settlement, payment or agreement of 
some sort worked out with the warehouses in certain areas on that 
very subject. That is all Government-owned cotton. Now I am 
sure that the corporation officials will be glad to tell you just what 
that. arrangement is. . 

Senator Mc:Kw:.An. We would like to know-do you know whether 
there is such an agreement, and if so, who told you about it, and how 
do you happen to know about iU 

:Mr. JoHNSON. Well, there was a circular issued, Senator McKellar, 
setting forth the terms of it. It did not affeet our interests, and I 
did not pay too much attention to it. 

SP.nator McKELLAR. Well, you expressed it very clearly here. If 
you did not pay much attention to it, you have a very clear mind, 
I will say that for you. 

Mr. JoHNSoN. My recollection is, however, that some arrangement 
was worked out; the exact details of it I do not remember. 

Senator McK'F.Lr.An. Some arrangement was worked out by which 
the concealed came out in the open~ 

Mr. JoHNSoN. I beg your pardon, I do not call it concealed, be. 
cause it is printed in the tariff; it is also possible that it is-

8eMtor McKELLAR (interposing). Let me look at that a moment 
to see how it is printed. 
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· Senator BANKHEAD. In view of the question asked by the Senator 
from Vermont-of course, everybody knows my views on this bill, I 
am against the Department on it, but I think the Department is en
titled to justice, and certainly entitled to it so far as I am concerned. 
I have just asked Mr. Reed about this, and he is the sole source of my 
information, and I am givin~ it to you for what it is worth. He savs 
not a dime has been paid tor services not rendered. I bring t11at 
out now. I asked him and he said that would be developed later, 
but I thought that right here, while we are on it, would be the best 
time, because I think it would be a horrible thing to leaYe an im
pression that any Government agency would countenance a thing like 
that. 

Senator ELLENDER. The question I desired to ask you, is it not a 
fact that the reason for that which you have been talking about, to 
force this cotton to be compressed, is not that what they are trying 
to do, in other words, they say to the farmer, "Whether you compress 
or not it is going to cost you so much," and that in effect makes the 
cotton merchant and everybody else concerned compress his cotton~ 

.Mr. JoHNSON. That is right. 
Senator ELLENDER. And in so doing they get it back in freight sav

ings, is that true~ 
Mr. JoHNSON. Senator, they get it back in freight reductions, if the 

difference in freight savings-but suppose you are going to ship to 
a point where the difference in freight does not save it~ 

Senator ELLENDER. I know, but in that case I would say that such 
cotton would not go to a compressor. Where they do not have com
pressors, of course, the only charge then would be the 15 cents, is 
that true? 

Mr. JoHNSON. Of course, that is the practice, but it all depends Qn 
the practice in each locality. Quite often the farmer in some locali
ties 1mmediately takes his cotton to the press before he sells it and 
he puts it in a press and then sells it, then the compression, whatever 
it is, is charged against it. 

Senator ELLENDER. Yes. What gives him the freight advantage? 
1\Ir. JoHNSON. If he ships it in the direction that the freight will 

give him the advantage. 
Senator ELLENDER. But as a matter of fact, are not the cases far 

and wide between where there is no advantage? For instance, in 
the southeast, where all the cotton mills are, I imagine the reason 
that there are no COmJ;lresses there is beeause of the presence of those 
mills, and another thmg the mills might prefer cotton that is not 
compressed, and whether the charge goes into more freight or. com
pression, it does not make any difference, the cotton costs the sam~ 
to the mills, and the farmer does not win or lose by that operation, 
but way out in the southwest, where we speak of, where we do not 
have mills, is not most of the cotton from those sections shipped to 
far points where it is an advantage to have the cotton compressec11 

1\Ir. JoHNSON. In the majority ofcases you are right. 
Senator ELLENDER. Of course. 
1\fr. JoHNSON. But let us go back to this point now, £rom the view

point o£ the storage of this loan cotton, the presses have an ad
vantnge over the warehouses without presses. 

~enator ELLENDER. Well, I do not deny that. I am sure that the 
Federal Compress, and t1le Union, and all these fellows have not been 
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gobbling presses here and there throughout the country for nothh1g. 
They have made a big business of it. I am not in any measure blaming 
them, but in between these, the little fellow, of course, must get a few 
crumbs if he can get them. That is usually the case. 

Mr. JoHNSON. I have one more-
Senator BANKHEAD (interposing). Proceed; the time is getting 

short. 
l\Ir. JoHNSON (continuing). Remark to make in closing my state

ment, and that is that much has been said about the high cost of doing 
business. I am very much of the opinion that congestion at these 
interior presses is to a very large extent respon8ible for the high co&t 
of operation. 

Senator McKELLAR. Is there any congestion at the interior presses 1 
Mr. JoHNSON. That is what I meant to say, Senator, that the inte

rior people are complaining of the high cost, and I think a lot of it is 
attributable to congestion, that they have too much cotton on hand. 

Senator McKELLAR. Do you know that is true 1 Do you not know 
that all the warehouses-you heard the testimony here of these interior 
warehousemen, they all say they have plenty of room. 

Mr. JoHNSON. Yes; I have had a lot of them tell me that. 
Senator McKELLAR. Have they not-
Mr. JOHNSON (interposing). Congestion of the plants has constantly 

increased their operating cost. 
Senator McKELLAR. Now will you give me the name of your company 

and all of its affiliates~ 
l\Ir. JoHNSON. The Houston Compress Co., of Houston, Tex.-
Senator McKELLAR (interposing). All right. 
Mr. JoHNSON. New Orleans Compress Co., of New Orleans, La.
Senator McKELLAR (interposing). "11at others~ 
Mr. JoHNsON. Lake Charles Compress & Warehouse Co., of Lake 

Charles, La.; the Terminal Warehouse Co., of Houston, and the Gulf 
Compress Co., of Houston. Those are the ones that I am connected 
with, sir. 

Senator 1\fcKELLAR. Do you have any at Mobile, Ala.~ 
1\Ir. JoHNSON. The Southeastern Compress & Warehouse Co. I am 

not connected with them. There is a witness who will testify regarding 
the Southeastern. 

Senator McKELLAR. It was stated here the other day by someone that 
your company, Anderson, Clayton & Co., had recently bought a com
press or warehouse at Mobile, Ala. Is that correct or incorrect~ 

Mr. JoHNSON. Mr. Bateman, who is the president of Southeastern, is 
present, and he will be glad to answer that question. 

Senator McKELLAR. Mr. Bateman is not on the stand. You are a 
representatiYe of Anderson, Clayton & Co. I am asking you whether 
or not Anderson, Clayton & Co. or its affiliate. any affiliate, has bought 
or acquired a warehouse at Mobile, Ala., Yery lately~ 

)!r. JoHNSON. Senator, I am not. qualified to--
::-:.enator )lcKELL.\R (interposing). Do you "l"llow whether that is 

t rne or not ~ 
)Jr. JoHNSON. Yes, sir; it is true. 
Senator ~lrKDLAR. It is true. Then whv did vou not want to 

tell it yourself~ Why did you want to have ·somebody else tell it! 
~Ir. JonxsoN. I am just trring to explain to you that the man 

who handled that deal is here: • 
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Senator McKELLAR. I know he may be here, and we will talk to 
him later, but I am cross-examining you now. 

Mr. JOHNSON. All right, sir. 
Senator McKELLAR. You tell us that it is true that they -bought it •. 

How much did they pay for it, why did they buy it, a new one there~ 
when there is no export cotton to be handled~ You are an officer 
of Anderson, Clayton & Co., are you not 1 

Mr. JoHNSON. No, sir. 
Senator McKELLAR. You are not~ 
Mr. JoHNSON. I am not, sir. 
Senator McKELLAR. What is your position 1 
Mr. JoHNSON. I am an officer of the compress companies that I 

have named. 
Senator Mc:KEr.un. Not of Anderson, Clayton & Co.~ 
Mr. JoHNSON. I have no official connection. 
Senator McKELLAR. Do you know of any reason why a new ware

house or any other warehouse should be bought in a port when 
there is no cotton to be sold abroad~ 

Mr. JoHNSON. Senator, as I say, I think there is another witness 
that can answer that more accurately than I can. If you want me 
to attempt it, I will be glad to make the effort. 

Senator McKELLAR. I would like you to attempt it, because you 
seem to know something about it. I would like for you . to attempt 
to make a stab at it anyhow. 

Mr. JoHNSON. The Fidelity Warehouse Corporation, which was 
owned by Anderson, Clayton & Co., had a lease or a warehouse 
location on property belongin'g to the Alabama State Docks in 
Mobile. At the time that lease arrangement was worked out, which 
I believe was in 1931 or 1932, the State Docks had this vacant prop
erty, and it was very glad to see it put to use. The Fidelity built 
this warehouse there. As time went on, though, they extended their 
docks, enlarged them, and built new ones in that direction where this 
piece of property was located. As a matter of fact, the way it is 
today, the dock property almost encloses this property, and they 
found it to the point-they considered that it would be advantageous 
to have that property come back to the dock board for their use~ 
they approached us on the subject, probably 6 months ago, ana 
asked us to see if something could not be worked out. The negotia
tions went along for several months, and finally it was worked out 
that thfl Southeastern Compress & Warehouse Co., which is an 
affiliate of Anderson, Clayton & Co., or rather a subsidiary, acquired 
the property of the Warren Compress & Warehouse Co. 

Senator McKELLAR. When was that~ 
.Mr. JoHNSON. I do not remember the exact date. 
Senator 1\IcKEu.AR. Has it not been since these bids were an

nounced by the Commodity Credit Corporation~ 
1\fr. JoHNSON. I think it was acquired probably between the time 

that the bids forms were mailed out and the time that the bids were 
had. 

Senator 1\fcKELLAn. Was it not in contemplation of warehousing 
of cotton at the port, reconcentrating the cotton at that port; was not 
that the reason for this purchase¥ 

1\fr. JoHNSON. No, Senator, it was not. 
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Senator McKELLAR. It was just a general purchase that happened 
at that time, at that particular time, was it~ . . 

Mr. JoHNSON. No, sir; it had been under negotiation for 6 mont~.;; 
or more. As I ~aid, the Alabama State docks had completely bmlt 
up and expanded around this property the Fidelity owned. . 

Mr. WHITE. Was that surrendered, Mr. Johnson, I do not thmk 
you made that clear~ 

Mr. JoHNSON. That was surrendered back to the State dock prop
erty and they are using that property today for the storage of rubber 
and other commodities. 

Senator McKELLAR. But not of cotton~ 
Mr. JoHNSoN. Not of cotton. 
Senator McKELLAR. All right. Was there any agreement between 

Anderson, Clayton & Co., and the dock facility, whatever its name 
was, that the dock facility would not use the warehouses they had 
there for the storage of cotton~ 

Mr. JoHNSON. Senator, I have not seen the agreement but I would 
not hesitate to say that the agreement contained no such provision. . 

Senator McKELLAR. No such provision. Was there a general 
under~tanding, or something of that kind, or why was the change 
made just at this time by the State dock facility, a change of the 
character of that facility to store rubber, and what was it? 

Mr. JoHNSON. Senator, I had understood-
Senator McKELLAR (interposing). Rubber and something else1 
Mr. JoHNSON. Senator, I had understood it would offer certain 

facilities to the United States Government for the storage of strategic 
materials and that they wanted this place for thatpurpose. 

Senator McKELLAR. All ri<Yht. Now Anderson, Clayton & Co., you 
say, owns the Southeastern Compress & Warehouse Co. Where is the 
location of that warehouse i 

Mr. JoHNsoN. They operate in several States. 
Senator McKELLAR. Where do they operate, would you mind telling 

me¥ 
Mr. WHITE. We will show you a map of it, Senator. We have it 

here. 
Senator McKELLAR. I would like to have the names in the record, 

and of what association thev are members. 
Mr. JoHNSON. The American Ports Compress & Warehouse Asso

ciation. Southeastern, are you asking about~ 
Senntnr 1\IrKni,AR. &mtheastern Compress & Warehouse Co., and 

the others to which you have referred. 
Mr. JoHNSON. They are all members of the same association. 
Senator McKEf:LAR. The same thing. On the storage of farm cot

ton, ~hat are their rates~ You are a rate expert as shown here this 
mornmg. 

Mr. JoHNSON. Which one¥ 
Senator McKELLAR. Southeastern. 
Mr. JoHNSON. I do not know, 
~l.'nator McKELLAR. You do not know what they are? 
Mr. JoHNSON. No, sir. 
~et~ntor McKELL.\R. N?w, you know about these in Texas, upper 

Tex.a"'· and lower Texas, mne~ Texas, and port Texas, but this other 
affihnte, the southeastern affihate, you do not know anything about 
that! 
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Mr. JoHNSON. Senator, I do not spend my time oYer there. 
Senator McKELLAR. You do not spend your time over there all 

right. I want to ask yon about the facilities at Houston; wh~t is 
the capacity of your facilities at Houston in uncompressed bales of 
cotton~ . 

1\Ir. JoHNSON. We have never calculated it that way, Senator. 
It is not the custom or practice to consider uncompressed bales. 

Senator McluLLAR. What is it in standard compressed bales? 
1\Ir. JoHNSON. We have not had an occasion until the last year or 

two to consider by standard compressed bales; I do not believe we· 
have ever converted the capacity to that. I can gh-e it to you in 
high density. 

Senator McKELLAR. Give me the high-density bales then. We 
will get it one way or another, if we keep on, I hope. 

Mr. JoHNSON. The Houston Compress CoJ 
Senator McKELLAR. Yes. 
Mr. JoHNSON. It operates two plants in Houston. 
Senator McKELLAR. Yes 1 
Mr. JoHNSON. One is known as the Long Reach Plant, which has 

a high-density capacity of 240,000 bales. 
Senator McKELLAR. Two hundred and forty thousand at one of 

them; what is the other one~ 
Mr. JoH~SON. The Fifth Ward plant, 320,000 bales, or a total 

capacity of 560,000 bales. 
Senator McKELLAR. Well. that is fine. Now take the one at New 

Orleans. What is the storage capacity of unc?mpressed bale~ the~e ?' 
1\Ir. JoHNSON. I am sorry,· I can only giVe you that m lngh 

densitv. . 
Senator 1\IcKELLAR. All right, give it to me in high density. 
1\Ir. JoHNSON. A total of 395,000 bales. 
Senator McKELUR. Three hundred and ninety-five thousand; 

Lake Charles? · 
1\Ir. JoHNSON. High-density capacity, 67,500. 
Senator McKELLAR. Sixty-seven thousand, five hundred. That is 

not the capacity for uncompressed bales~ 
1\Ir. JoHNSoN. We have never calculated it. 
Senator 1\fciCELLAR. Do :von handle uncompressed bales there'? 
1\Ir. JoHNSON. As a rule, we handle some during the season; 

most of our cotton, though, is generally compressed. You see, Sen.
at or, a great deal of the cotton we handle has previously been com
pressed before it gets to us. 

Senator McKELLAR. That is largely in Texas, is it not, and Okla-
homa~ 

Mr. JoHNSON. Yes, sir; that is quite true. 
Senator 1\IcKELLAR. And in Alabama? 
Mr. JoH~soN. In New Orleans, too. 
Senator 1\IcKELLAR. In New Orleans, too 1 
1\Ir. JoHNSON. Yes, sir. 
Senator McKELLAR. Mobile, Ala., what is your capacity there~ 
~Ir. JoHNSON. I do not know, Senator. 
Senator McKELLAR. You do not know~ 
1\Ir. JoHNSON. No, sir. 
Senator McKELLAR. Savannah, Ga.~ 
llr. JoHNSON. I do not know. 
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Senator McKELLAR. Pensacola, Fla.~ 
Mr. JoHNSON. I do not know. 
Senator McKELLAR. You have a gentleman here who will give that 

information~ 
Mr. JoHNSON. Yes, sir. 
Senator McKELLAR. All right. Give the stocks owned or controlled 

by Anderson~ Clayton & Co.! that are _now in t~e warehouse at Houston. 
Mr. JoHNSON. I do not have that mformat10n, Senator. 
Senator McKEtL,\R. Can you get it 1 
)fr. JoHNWN. I could get it. Do you mean stocks of cotton¥ 
Senator 1\IcKELLAR. Yes, sir; stocks of cotton. 
~Ir. JoHNSON. Yes, sir. 
Mr. WHITE. Which stocks do you mean 1 
Senator McKELLAR. Owned or controlled by the Anderson plant at 

your wart>house at Houston. How much do you own or control at the 
Lake Charles warehouse~ 

.Mr. JoHNsoN. I do not know, Senator. I do not have those figures 
avnilable. 

Senator McKELLAR. And at New Orleans, you do not have those~ 
Mr. JoHNSON. No, sir. 
Senator McKELLAR. Who could tell us that~ Is not a great concern 

like Anderson & Clayton, well known all over the world from Egypt 
to Rio de Janiero-

l\Ir. JOHNSON (interposing). The figures are available, yes, sir; they 
can be had. 

Senator .McKELLAR. Then will lou get them and furnish them to us 
so that they can be made a part o the record~ 

Mr. JoHNSON. If it is the wish of the committee. 
Senator McKELLAR. Mr. Chairman, can we have those figures~ 
Senator BANKHEAD. Yes, sir. 
Senator McKELLAR. I would like also to have the stocks for 1930-31, 

1931-32,1932-33,1933-34,1934-35,1935-36,1936-37,1937-38, 1938-39t 
1939-40l and 1940-41, and have them put in the record in the same way. 

Mr. WHITE. Could we not start with 1904 ~ 
Senator McKELLAR. No, sir; we chose to start in 1930-31. 
Senator ELLENDER. What is the object, Senatod 
Senator McKELLAR. We want to show-do I have to· declare the 

purpose of this war right now~ 
Senator ELLENDER. It may be that we want to get somebody else in 

the net here. 
Henator McKELLAR. We may want to. Do you know the high peak 

for your stocks of cotton; when did you have the mosU 
Mr. JoHNSON. I could only guess, Senator, I would think that it 

would be in.1932-33, but I am not sure. • 
~enator McKELLAR. Well now, do you export any cotton now? 
Mr. JouNmN. Well, I believe that we do a business in export. 
Senator McKELLAR. Where do they export cotton, from Houston? 
1\Ir. JoHNSON. There is some moving frOm Houston; yes, sir. 
Senator McKELLAR. How much has been exported from Houston in 

the last 6 months, could you get that information1 
1\Ir. JoHNSON. I could_get it for you, Senator. 
'Senator McKELLAR. Could you also get the amount that has been 

uported from New Orleans in the last 6 months~ 
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Mr. JoHNSON. Could the stenographer give me this information that 
I am to furnish~ · 

Senator McKELLAR. Yes, sir; and at Lake Charles also, where you 
said you are familiar. Now do you want this committee to understand 
that cotton is being sold in export, even now 'I 

Mr. JoHNSON, Why, Senator, not nearly to the extent that it has 
been in the past, you asked me-

Senator McKELLAR (interposing). Has it not substantially failed to 
move in export business~ 

Mr. JoHNSON. Well, it has been greatly decreased, there is no doubt 
about that. 

Senator McKELLAR. Well, that is why I wanted these figures, if I 
am to declare my purpose. I want to show how it has decreased. I 
believe we have to show our war aims, so I am telling Senator El
lender right now, what we want to do is to show how the export 
business has decreased. Practieally, you have very little export busi
ness now. 

Mr. JoHNSON. Yes. 
Senator ELLENDER. And because of that you think that these port 

warehousemen ought to be penalized 1 
Senator McKELLAR. Not at all, I do not want anybody penalized. 
Senator ELLENDER. I cannot draw any other conclusion, Senator, 

interior people, exterior people, port people. 
Senator AIKEN. Have the export sales increased in the last 2 or 3 

months-export orders~ 
Mr. JoHNSON. Senator, the only thing I am connected with is the 

actual shipping of cotton, sales and orders I have no connection with. 
I am strictly in the warehouse business. So far as actual shipments, 
they have not increased. 

Senator McKELLAR. When did Anderson, Clayton & Co. construct 
the Long Reach Plant at Houston~ 

Mr. JoHNSON. The construction started in 1933. 
Senator McKELLAR. When was it opened? 
Mr. JoHNSON. I beg your pardon, 1923. 
Senator McKELLAR. When was it open for business~ 
Mr. JoHNSON. I believe it was open in the fall of 1923. 
Senator McKELLAR. That plant was constructed at shipside, was it 

not? 
Mr. JoHNSON. Yes, sir. 
Senator McKELLAR. Does it have wharfage facilities for docking 

boats? 
Mr. JoHNsoN. Yes, sir. 
Senator McKELLo\R. What percentage of all cotton shipped at the 

Houston port by water is loaded on boats docked at the wharves of 
Anderson, Clayton & Co.~ 

Mr. JoHNSON. I do not know, Senator. . 
Senator McKELI .. <\R. Could you get that information from 1930-31 

to 194.0-41, inclusive? 
Mr. JoHNSON. I guess I could if it is relevant. 
Senator McKELLAR. What revenue does the wharf company receive 

from boats docked at their wharves? 
Mr. JOHNSON. They receive a dockage fee, I believe it is figured 

at 5 cents per gross ton, per day-
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Senator McKELLAR (interposing.) Per day~ 
Mr. JoHNSON. Per ship. . 
Senator McKELLAR. Is it not a fact that Anderson, Clayton's cot.. 

ton can be delivered to shipside from the Long Reach Plant cheaper 
than the cost from back of the waterfront warehouses in Houston~ 

Mr. JOHNSON. Well, the Interstate Commerce made a very thor
ough investigation of that, Senator, and I believe they set a rate of 
8 cents a bale as being the cost of making that delivery. There is a 
very lengthy record with the Interstate Commerce on that subject: 

Senator McKELLAR. What transportation facilities are owned or 
operated by Anderson, Clayton & Co., or by its affiliates~ 

Mr. JoHNSON. The only one I know of is River Terminals Cor
poration. 

Senator McKELLAR. Where does that operate~ 
Mr. JoHNSON. I believe that it operates at certain points on the 

Washata River, certain points on the Mississippi River, and the 
Intracoastal Canal between New Orleans and Houston. 

Senator McKELLAR. Do they make the same charge to the public 
for the transportation of cotton that they do for the transportation of 
Anderson & Clayton's cotton to New Orleans~ 

Mr. JoHNSON. Senator, I have no connection with that company; 
I cannot tell you. 

Senator McKELLAR. Is there anybody here that represents that 
one~ 

Mr. JoHNSON. No, sir. ~ 
Senator McKElLAR. You do not know anybody that represents it~ 
Mr. JOHNSON. No, sir. 
Senator McKELLAR. What is the general charge of draying and 

trucking companies for the· delivery of cotton from the Houston 
warehouse to shipside~ 

Mr. JoHNSON. I believe that there are two rates in effect. There 
are several companies engaged in it; some of them charge 12 cents 
and the others 14 cents. 

Senator McKELLAR. Is it not 15 cents per bale~ 
Mr. JoHNsoN. I am not really positive about that, Senator. My 

impression is that it was 14, but I may be in error about that. 
Senator McKELLAR. And your charge for the-I am trying to get 

the name of that shipside company of yours. 
Ur. JoHNSON. The Long Reach Plant. 
Senator McKELLAR. Longo Reach Plant. Your charge at the Lon()' 

Reach Plant is 15 cents per bale, is it not~ 
0 

Mr. JoHNSON. What was that question, Senator? 
Senator McKELLAR. Is not the charge of the Long Reach Plant 15 

cents per bale 9 
Mr. JoHNSON. Charge for what, Senator? 
Senator McKELLAR. For delivery of cotton from your warehouse ro 

the ship. 
l\Ir. JoHNSON. Oh, I would not say that it is, Senator. We have 

a round-turn servic.e tari~, in and out, including delivery to shipside, 
of 85 cents a bale, mcludmg compression, or if the cotton is received 
alrt>ady compn·s...~d. why, it is 50 cents a bale. 

~enntor McKEIL:\R. Fifty cents pt'r bale~ 
Mr. JoHNSON. Yt's, sir. 

294272-41-19 



286 REGULATE WAREHOUSING OF COTTON 

Senator Mc'KEI..LA.R. Do you know any reason why the forms 55-a-2 
and 55-llr-3 should have fixed therein this exact amount for the charge. 
for delivery to shipside~ It is not because that was what your charge 
was9 

Mr. JoHNSON. No, sir; I do not believe so. 
Senator McKELI..AR. They knew what your cost was, did they not? 
Mr. JoHNSON. Well, we have had a. contract with the corporation 

way back several years ago, that provided for the 15-cent charge. 
Warehouses in Houston and Galveston had the same contract and 
had the same charges in them. I believe that charge originated, how
ever, in the first Galveston contract of 1935, something like that. 

Senator McK.Eu..AR. Now, since you have built the-I still do not 
remember the name of your affiliate there--

Mr. JoHNSON. Long Reach-
Senator MoK:ELLAR. Since you have established that Long Reach 

Plant, using the Long Reach machinery, you can just put the cotton 
in the ship very cheaply; is it not a fact that you can handle that 
cotton cheaper than any other port facility in Houston~ 

Mr. JoHNSON. To the contrary, Senator, I would say "no." 
Senator McK:El:LAR. You would say "no"W 
Mr. JoHNSON. Yes, sir. 
Senator McKELLAR. Do you think it could be hauled or drayed 

down to the water's edge and dumped into the ship with other 
machinery cheaper than your Long Reach concern could do it~ 

Mr. JoHNSON. When you take into consideration, Senator, that 
there are other shipside plants in Houston-

Senator Mc:K:EluR (interposing). None like this, however, are 
there~ 

Mr; JoHNSON. Well, there are other plants there. 
Senator McKELLAR. There are other plants there, but they are 

not like this Long Reach plant Y 

Mr. JoHNSON. Well, I would say that they are equal to it from 
the viewpoint of economy in operation, if not better. 

Senator McKELLAR. What does it cost you to deliver a. bale of 
cotton from your plant to the ship~ 

:Mr. JoHNSON. Why, Senator, I do not know what that individual 
service is costing. 

Senator McKELLAR. You do not mean to tell me that a concern 
like Anderson, Clayton & Co. does not know the cost of handling 
cotton that way from the port to the ship, do you i 

Mr. JoHNSON. We do not break down-
Senator McKELLAR (interposing). You do not break that down. 

You do not know whether you make any money on it at 15 cents 
or notW 

Senator ELLENDER. You do not keep the detail of that, do you, 
any more than you would in trucking it from one room to another 
in your warehouse@ 

Senator McKELLAR. You do not know whether that is a cost
saving device or not~ 

.Mr. JoHNSON. Senator, the Interstate Commerce Commission in
vestigated that once, and they set down a rule that the cost was 
8 cents. 

Senator McKE:l.LAR. The cost was 8 cents. 
Mr. JoHNSON. Yes, sir. 
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Senator McKELLAR. Now that is the question that I asked· you 
a while ago. 

Mr. JoHNSON. I said that a while ago. 
Senator McKELLAR. Did you~ .I did not ~nderstand i.t. ~ beg 

your pardon. If you said that I d1d not hear 1t. My hearmg Is not 
very good. Now, in other words, you would make 7 cents a bale on. 
your handling of that cotton! 

Mr. JoHNSON. How is that, Senatod 
Senator McKELLAR. If it costs only 8 cents handling it to put it on 

the dock. 
Mr. JoHNSON. We do not charge 15 cents, Senator. We have 11 

complete tariff that covers a complete round-turn service, including 
unloading, sampling, weighing, handling of the samples, compres~ 
sion, 30-day storage, selection for shippmg, marking, and delivery 
to shipside.2, and loading into cars for 85 cents a bale. 

Senator McKEI.LAR, Eighty-five cents pe~. bale. 
Mr. JoHNSON. Now, for the same service, except where we do 

not perform the compression, where the cotton comes to us already 
compressed, the charge is 50 cents per bale. That is a complete 
in-and-out charge, including 30 days' storage. 

Senator McKELLAR. Have you bid on this cotton that is to be 
restored-reconcentrated! 

Mr. JoHNSON. Yes, sir. 
Senator McKELLAR. You have put in a bid~ 
Mr. JOHNSON. Yes, sir. 
Senator .McKELLAR. You have got-because of your loss of export 

business you hare got plenty of room down there, have you, along 
the coast~ 

::\Ir. JoHNsoN. ""'ell, Senator, we have got quite a bit of room. 
Senator McKELLAR. Quite a bit of room? 
)fr. JonxsoN. Yes. ~ir. 
Senator McKELLAR. More than you have ever had, have you notf 
~Ir. JOHNSON. I would not want to definitely say that. 
Senator l\IcKF.LLAR. W'ell, say it indefinitely, if it is a. fact, I do 

not care whether you say that definitely or indefinitely, if it is the 
fact.. 

Mr. Jonxso~. I do not know it to be a fact. 
Sena~or l\lc KELLAR. You. d? not know it to be a fact. Can you 

ascertam and see whether It 1s a facO You have your own books; 
you know more about it than we do-than the committee does. 
Will you do that~ 

1\lr. JouxsoN. If the committee requests it; yes. 
SeMtor McKw:.An. Can he furnish that, 1\lr. Chairman~ 
Senator BANKHEAD. What is it you want! 
Senator ~IcKF.LLAR. I want to know whether he has got more 

room there than he has had in any year during the last 10 years, 
due to the loss of export trade. 

Senator ELLE~DER. You mean more vacancies! 
S~ua~or BA:SKHEAD. That is a very simple request. I will ask you 

to give It. 
Senator Eru: .. '\DER. I want to ask you a question with reference to 

your written statement-we did not examine you when you made your 
first statement-you said something about some method that was used 
by these interior warehousemen that made it so that trucks could 
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handle no more than 7,000 pounds of cotton at one time, and you 
had in mind there something that was not plain to me-l do not· 
suppose it is very plain in the record. 

Mr. JoHNSON. Well, we have a most unusual truck law in Texas, 
Senator. · 

Senator ELLENDER. Who had that passed 1 
:Mr. JoHNSON. The railroads, of course, were the ones that spon

sored it, and they were given support by the interior compresses. 
Senator ELLENDER. It was not to protect the roads? 
:Mr. JoHNSON. Well, Senator, I believe the law says that, but it has 

an unusual feature about it, when you sit down and study just the 
way' it works, and that is that you can have a big truck weighing 
20,000 pounds and still it can carry only 7,000, and you can have a 
little Chevrolet truck that will weigh, say only 4,000 pounds, and it 
can still carry 7,000. It is not the gross weight on the tire that 
counts, and that is the way that preserves the road. 

Senator ELLENDER. Now, when you made that statement, however, 
you made it in connection with a charge of monopolistic tendencies 
of the interior warehousemen. Did you do that with respect to the 
storage of cotton or the compressing of cotton~ 

.Mr. JoHNSON. The compressing of cotton. 
Senator ELLENDER. The compressing of cotton~ 
Mr. JoHNSON. Yes, sir. 
Senator ELLENDER. And when you referred to a fabulous profit in 

your statement, you, of course, also had in mind these compressing 
charges where it was in a mea&ure forced on the farmer? 

Mr. JoHNSON. The fabulous profit, Senator, was made in connection 
with the early days of the loan storage in Texas. 

Senator ELLENDER. And that was before the Commodity Credit came 
into the picture¥ 

Mr. JoHNSON. Well, I would not say that. The Commodity Credit 
Corporation handled the first loan. 

Senator ELLENDER (presiding). Now, you made a charge as I remem
ber it, simply a charge without further explanation, that a good deal 
of politics entered into this. Exactly what did you mean by that'? 
Have you any evidence of any politics being played with any agency 
of Government whereby this cotton is stored m any particular ware
house in the interior~ 

~Ir. Jou.xsoN. Xot any particultlr warehouse in the interior, no; 
just stays in the interior. 

Senator :ELLENDER. Well, what is the basis for your charge~ 
.Mr. JoHNsoN. The basis of the charge is that the loan values were the 

~ame all over the belt when they first came out; that the loan values 
<lid not recognize a difference in value on account of location. 

Senator ELLE!'.'"DER. Yon mean they should have loaned more money 
to cotton stored in Xew Orleans or Houston, because there was an 
added advantage for freight rates, is that what you have in mind~, 

:Mr. Jou.xso.x. Well, it is the customary trade practice; the zones 
ttre fairly well established, to expect a difference in value for cotton 
according to location. For example, the cotton over in the States 
ncar the mills usually has a certain value, usually has a higher value 
for similar grades. 'In the Southeast the farmer gets more for it. 
The first loan definitely penalized the producers in the Southwestern 



REGULATE WAREHOUSING OF COTTON 289 

States, it also penalized the producers along the coast in the South
west. 

Senator ELLENDER. Is there any other basis for your charge of poli-
tics than you have just stated~ , 

Mr. JoHNSON. I think that is the main one. We felt all along that 
loans should be governed based on. the location, and that it took from 
1933 to 1939, I believe, to finally get around to the point where the 
farmers, and even some of the Congressmen and Senators recognized 
the merit of our position. They held a hearing up here in September 
of 1939, an open hearing, had representative bodies from all over 
the country, and it was finally settled at that meeting, and it took from 
1933 up until1939 to get the thin~ straightened out. I might say, 
Senator, that had that been done onginally, I do not believe-! believe 
the ports would have had a sufficient amount of cotton at this time to 
have stopped all this squabbling back and forth. 

Senator ELLENDER. Of course, I do not want to go into the question 
that Senator McKellar raised, about the fact that there is no shipment 
of cotton abroad. You still think that that is not the cause of our 
warehouses having no business~ 

Mr. JoHNsoN. No, sir; I think it is a fact that we have not had what 
you could call an opportunity to participate in the storage o£ loan 
cotton until the differentials were established. 

Senator ELLENDER. You heard l\1r. Ernst testify yesterday, did you 
not~ 

Mr. JoHNSON. Yes, sir. 
Senator ELLENDER. He testified, in effect, that it would be impossible 

for his warehouse to handle cotton at a 15-cent rate in the manner in 
which it is handled in the interior, perform the same services, and 
get a fair return on his investment. I presume you agree with that~ 

Mr. JOHNSON. Well, I would say on anything other than loan cotton, 
that certainly is correct. 

Senator ELLENDER. Well, you do not_have a different charge, do you, 
or do you have a different charge for loan cotton and merchant's cotton 
that is not in the loan, or farmer's cotton that is not in the loan~ 

Mr. JoHNSON. Well, Senator. we deal with it f. o. b. buyers and 
merchants. We handle practically no cotton for farmers. . 

Senator McKELLAR. Let us take the merchant's cotton then; Of 
course, I suppose you will agree to this, that whatever the merchant 
has to pay, you usually charge that back to the farmer~ 

Mr. JoHNSON. Yes; that is the rule. 
St'nator ELLENDER. You charge, I think, a 50-cent rate for the first 

month, and the service included in that 50 cents is 1 month's storage and 
a sampling of the bale and weighing of the cotton and putting it in 
your warehouse¥ Is that about your charge? 

Mr. JoHNSON. That is correct. That applies on cotton that has al· 
ready been compressed, and all we have to do is put it through a han
dlin~ and storage operation. 

Senator ELLENDER. In other words, you do the same service that is 
performed by these interior warehouses, wherein they get the 15 cents~ 

Mr. JoHNSON. In the case of the interior warehouse handling loan 
cotton, tlwy ~t only the 15 cents. 

Senator ELLE~mrR. And they perform the same service as you per
form for the 50 cents! 
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·Mr. JoHNSON. Except in the case of loan cotton, we handle it for 
15 cents also, Senator. · 

Senator McKELLAR. In other words, as I understand you, you have 
one price for handling the dealer's cotton and another price for han
dling Government storage cotton~ 

Mr. JoHNSON. Yes, sir. 
Senator McKEru.R. Well, do you think that is right~ 
Mr. JoHNSON. One is an average long-term storage, Senator, and I 

think where long-term storage is involved aTeduced rate is justified. 
Senator McKELLAR. If you happened to be a farmer instead of being 

one of the largest cotton merchants in the world-
Mr. JoHNSON (interposing). I am not a merchant, Senator. 
Senator McKELLAR. Or interested in one of the largest cotton mer

chandising establishments in the world, do you not think you would 
like to get, if you could, a reasonable price, like 15 cents, for the 
handling of your cotton by a compress company? 

Mr. JoHNSON. Of course, Senator, I would be glad to get the most 
reasonable price I could get, certainly; yes, sir. 

Senator McKELLAR. Well, Mr. Johnson, I believe that the majority 
of the smaller warehousemen who testified here before this committee 
last week, including particularly those who did not have compresses, 
stated, in effect, that all, or practically all, interior warehousemen 
were forced, as it were, to handle all of this cotton at 15 cents a bale, 
whether it was in the loan or not. Assuming that that is true, could 
you handle cotton on that basis and obtain a fair return on your 
investment? 

Mr. JoHNSON. On loan cotton; yes, sir; other cotton, no. 
Senator McKELLAR. Why 1 What is the difference? 
Mr. JoHNSON. One is long-term storage, Senator, and one is not. 
Senator McKELMR. Now, let me add a further qualification. The 

evidence further indicates that, except for this 1934-35 cotton and the 
1937 cotton, I think it was, this loan cotton that has been put in, let 
us say, for 1938--39, and then 1940-41, is moving almost as rapidly as 
the usual cotton that is not put in the loan. Now, assuming that this 
loan cotton would remain in the warehouse for an average period of, 
let us say, 60 to 90 days, could you handle the cotton at 15 cents and 
obtaij.1 from that charge a reasonable retum on your investment~ 

Mr. JoHNSON. I would not think so. But may I make this remark, 
Senator, that there is a considerable difference of opinion as to the 
average time that loan cotton stays in the loan. I wonder if we can
not in some way get some accurate information Y 

Senator ELLENDER. We are going to get that. I think we can get 
it from the Commodity Credit Corporation, or we will get it from 
somebody. 

Mr. JoHNSON. I have heard 90 days discussed, and to me it just does 
not seem right to take it on an average. I will grant you that there 
have been some short loan years when 90 days was probably right. 

Senator ElLENDER. Well, Mr. Ernst testified, as I recall, on yester
day that he felt that this 15-cents-per-bale cotton should remain in 
storage for a period o£ at least 6% months in order to get a return of 
$1 before he could see a fair profit on his investment. Would you be 
in a position to agree to that-that is, that you would have to get at 
least a dollar per bale on cotton to store it~ · 
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Mr. JoHNSON. I think I would have to study it a little bit, Senator. 
Senator ELLENDER. That is all the questions I have. 
Senator McKELLAR. Does Anderson, Clayton & Co: favor ~his re

concentration of cotton, as proposed by the Commodity Credit Cor
poration~ 

Mr. JoHNso:s. Well, Senator, I cannot say that they do. I know 
that I do. 

Senator McKELLAR. You do~ 
Mr. JoHNSON. Yes, sir. 
Senator McKELLAR. Do you know of anybody connected with An-

derson, Clayton & Co. that does not favor it j · 
Mr. JoHNSON. I do not believe I have heard any of them say that 

they did not. 
Senator McKELLAR. They all favor it~ You have talked about this 

matter with the Commodity Credit Corporation, have you not, with 
the officers of the Commodity Credit Corporation¥ 

Mr. JoHNSON. Why, Senator, I think ever since Congressman Stea
gall made his speech in the House of R.epresentatives when they were 
discussing the barter bill in July of 1939, in which he proceeded to 
pretty well hop on the corporatfon and tell them they ought to take 
bids, and what not, while we had been asking the Corporation why 
they did not do it. 

Senator Mcl\ELL.ut. Well now, the lines in this fight are perfectly 
plain. There are a good many million bales of cotton owned by the 
Government or controlled by the Government that are now in the 
interior warehouses, and you are anxious to get that cotton sent down 
to your warehouses along the coast in the ports. Is not that true¥ 

Mr. JoH:sSON. Well, only a small part of it. 
Senator McKELLAR. Only a small part o:f it~ Well, just state what 

small part of it you think you should have. Go to it. Would you be 
satisfied with 15 percent of it~ 

Mr. JoHNSON. Let me answer that in a different way. I believe that 
all of the port warehouses put together would be satisfied if they could 
get, let us say, a million and a half bales of this old Government-owned 
cotton. 

Senator B.~NKHE.AD. How much of the old Government-owned is 
there¥ · 

Mr. JoHNsox. 'Yell, Mr. Reed had those figures, I think. · 
Senator BANKHEAD. You want to get a million and a half of it. I 

want to see how much there is all together. · 
Mr. JoHNSON. In the interior warehouses at this time there are 

~,878,000, and at the ports 1,700,000 bales. 
Senator McKELLAR. And you want a million and a half more Y 
Senator BANKHEAD. Out of the interior. 
Senator McKELLAR. Out of the interior. 
Mr. JoH:sso:s. The point I mt:~.de yesterday was this-you were not 

hete, Senator, and I was very scrry for that.' 
Senator McKELLAR. I was very sorry I could not be here too and 

l t . ' ' lear your tes m10ny. 
Mr. JoHNSON. I wish I had the time to make the statement that I 

made over again, because-
Senator McKELLAR (interposing). It will not be necessary to do 

that, because I will read it in the record. 
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: Mr. JoHNSON. I just wanted to get this thought over to you, and 
that is that these port facilities are not new. They have been there· 
for years, and years, and years, and they have been performing an 
essential and necessary service in order to properly and economically 
market the United States cotton crop. · 

Senator MoKEu..AR. Let me stop you there long enough to ask this: 
You have got port facilities in Buenos Aires, and Rio de J aneir9, and 
Lima, Peru, and in Cairo, Egypt, have you not~ . 

Mr. JoHNSON. I understand they have facilities there. 
· Senator McKELLAR. Your company has facilities there. Now, they 
would like to have a little more cotton in all those facilities. Are 
you running to the other governments, like you are running to this 
Government, to get more cotton~ 

Mr. JoHNSON. Well, Senator, I do not know what they are doing. 
Senator McKELLAR. All right, g-o ahead. 
Mr. JoHNSON. My point is this; that before this loan program 

started, the interior facilities that existed at the time, and the port 
facilities that existed at the time, were getting a fair opportunity to 
get a reasonable amount of business, and the loans came along and 
caused an unbalancing of that situation. 

Senator MclCELLAR. Did not the loss of export business come along 
and do a little unbalancing too~ 

Mr. JoHNSON. It certainly did. 
Senator McKELLAR. If you had been doing your regular export 

business-if the country had been doing its regular export business 
in cotton, then you might not. have wanted this extra million and a 
half bales of the interior man's cotton, would you~ 

Mr. JoHNSON. We have been trying to get cotton at the ports, 
Senator, ever since the loan program in 1933. It is nothing new. 

Senator McKELLAR. It is just the old fight that you were about 
to succeed in accomplishing something when. Congress got busy. We 
stopped it. Is that the idea? 

Mr. JoHNSON. Well, I do not know, Senator. 
Senator McKELLAR. That is the plain English of it, is it not~ l 

do n<t believe in beating around the bush. I do not believe in deal
ing in euphemisms. I think we ought to tell it just exactly like it is. 
Do you not think that this is a fight between the Port authorities 
and the interior warehousemen over cotton that the Government has 
in storage~ 

Mr. Jou_NSON. I say it is a desire on the part of these port com
presses and warehouses to secure a fair and reasonable amount of 
this cotton. 

Senator MclCELLAR. And your idea is that what is fair and reason
able is about a million and a half more bales¥ 

Mr. JoHNSON. I am just making a guess. But i just want to say, 
those facilities are not new. They have performed an important 
service in the merchandising of cotton, and they will do it in the 
future. They are essential facilities. 

Senator McKELLAR. Now, I have one other question. You said 
something about politics. Do you know whether the firm of An
derson, Clayton & Co., or any of its affiliates, including your own, 
contributed anything to a recent political campaign in this country, 
and if so how much~ 

Mr. JoHNSON. I do not know, sir. 
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Senator McKELLAR. You do not know¥ 
Mr. JoHNSON. No, sir. 
Senator McKELLAR. Did you contribute yourself~ 
Mr. JoHNSON. 1 do not recall whether I did or not. 
Senator McKELLAR. You do not recall whether you did or not W 

All right. That is all. 
Mr. WHITE. Senator, I ask that the same question be asked of 

the other side. 
Senator McKELLAR, I will be very glad to do that. I am going to 

ask you now, my friend, if you wifl take the stand·. I will ask 
Mr. White that right now. Did you contribute to either side in this 
controversy~ 

ADDITIONAL STATEMENT OF JOHN C. WHITE 

Mr. WHITE. By "either side" what do you mean~ 
Senator McKELLAR. In the last election. 1£ so, which side. You . 

asked that the question be asked of the others, and I am certainly 
asking it. 

Mr. WHITE. Senator, as a good Democrat, I will have to confess 
I am sorry I did not. 

Senator McKELLAR. Well, you did not contribute to Mr. Roosevelt's 
campaign~ 

Mr. WHITE. No, sir. 
Senator McKELLAR. Even though you are a good Democrat. Well, 

did you contribute to the other side~ 
Mr. WHITE. No, sir. 
Senator McKELLAR. You did not contribute to either side~ All 

right. Now, I want to ask you something else. 
Mr. WHITE. I realize it is a bad confession to make. 
Senator McKELLAR. Yes, it is. 
Senator WrLLIS. Do you not think you ought to modify that term 

"good DemocraH" [Laughter.] 
Senator McKELLAR. Yes, I do. I think he ought to be on one 

side or the other. 
When I stopped on yesterday I had gotten down in my memo~ 

ran dum to this question: What is the general charge of drayage and 
trucking companies for the delivery of cotton from the Houston 
warehouse to shipside Y . 

Mr. WHITE. Senator, I would have to accept what Mr. Johnson 
said on that. I do not know. 

Senator McKELLAR. He said' it was 15 cents a bale, was it not~ 
1\lr. WHITE. No; I think he said he understood it was from 12 

to 14 cents, that it varied with different companies. 
Senator McKELLAR. Well, your charge is 15 cents, isn't iU 
Mr. WHITE. Are you confusing the charge the drayage company 

makes for the purpose, and some contract of a warehouse company 
reflected in their tariff for that deliverv ~ 

Senntor McKELLAR. let me look here and see just a moment. You 
take that Long Reach facility down there. They can deliver it 
cheaper than anybody, the cost of it is less than anybody's, isn't it¥ 

~Ir. 'WHITE. Well, I should think not, just from some general 
knowledge I have on it. 

Senator MciU:u.An. Why do you say that! 
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Mr. WmTE. There are other facilities that are located very con-
veniently to the wharves. . 

Senator McKELLAR. But it would have to be hauled and handled, and 
this Long Reach concern-it was built for the purpose of saving 
costs, was it not~ . 

Mr. WHITE. Yes, sir; but then you know things change. More mod-
ern improvements come in. 

Senator McKELLAR. Are there modern improvements down there~ 
Mr. WmTE. I expect there are better ways of handling cotton. 
Senator McKELLAR. Do you know of any such down there, or have 

you just got a suspicion of it~ 
Mr. WHITE. I have no suspicion, but I think I am talking about 

something I do not know too much about. 
Senator McKELLAR. I will not ask you about it, then, because I will 

admit you do not know about it. 
Now, in this information for the press that the Department of 

Agriculture sent out when they asked for bids: I notice thnt it pro
vides the cotton will be stored at the warehouse offering the lowest 
rates, and no bids may be revised after the last date for submission. 
What does that mean, in your judgment~ 

Mr. W mTE. I take it there are two points made in that state
ment. First that the-well, the second one I suppose is easier to 
deal with, so I will handle it first- that they will accept a bid only 
up to the date of the submission, and then someone cannot come along 
and revise his bid. Of course, that is a very usual provision. As a 
matter of fact, it would be astonishing if they would accept a re
vision of a bid after the date upon which bids would be filed. 

Senator McKELLAR. If they did, it would not be a bid, would it~ 
Mr. WHITE. No. 
Senator McKELLAR. It would not be a proper proposal, of course. 
Mr. WHITE. No. I will say this, as I think I said yesterday, that 

so far as cotton covered by the loan is concerned, rather than that 
owned by the Government, they have to go back and give notice, 
and they cannot move the cotton if the interior warehouseman moves 
it. That, I would say, would not be a revision of the bid, but simply 
compliance with the provision of the law. ~ 

Senator McKELLAR. Well, it says the cotton will be stored at .the 
warehouse offering the lowest rates. 

Mr. WHITE. Tnat is the first part, and I take it that means the 
lowest rate, taking into consideration the closeness of movement and 
all the other factors which are necessarily involved in a determina
tion of the lowest rate. 

Senator .MclU:LLAR. Well, if a warehouseman at Memphis-take 
the Memphis warehouse-! know we have one there. 

1\fr. WHITE. Yes; I have heard of it. 
Senator .McKELLAR. I am goinO' to ask you about the big one 

you spoke about the other day, ~ut I am not talking about the 
big one right now-the one that is called the Memphis Warehouse 
Co., that is owned by Mr. Mallory, or rather, his son-there is a rate 
there of 56 cents a bale on cotton, or 56 cents a hundred, is it not, 
on cotton to New Orleans~ What is that, Mr. Reed~ 

.Mr. REED. 34 cents 11 hundred. 
Senator McKELLAR. $1.70 a bale. If the Memphis W&rehouse Co. 

were to bid on this cotton, the first question it would have to deter-
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mine would be, would it not, whether they could afford to agree to 
deliver that cotton to the port at 15 cents~ 

Mr. WHITE. No, sir; I think that undoubtedly they would have 
made inquiries and probably did, and they would know perfectly 
well that they' would not be required under that contract to make 
delivery to New Orleans. Take, for instance, the port warehouse 
at Houston. I suppose that under that same interpretation it ~uld 
be asked to make delivery of that cotton to Savannah. The mter
pretation is just so contrary to any reasonable interpretation or to 
the custom of the trade, that I thmk they simply raised the point 
here to make the point. 

Senator McKELLAR. Well, it is a very serious thing if they have 
to pay the freig1lt in addition to 15 cents. 

Mr. WHITE. Yes, sir. 
Senator McKELLAR. For instance, Mr. Mallory, if he had a lot of 

cotton and he bid on it, and he suddenly found that he was out 
$1.55 per bale, instead of getting anything at all, it might be a 
very serious thing for him. Ought he not to know about it j 

Mr. WHITE. 1es; I understand. I believe Mr. Mallory testified 
that he had substantiaJly over 100,000 bales of cotton. 

Senator McKELLAR. And all that he would have lost would be 
$155,000, even if he broke even on the 15 cents~ 

Mr. WHITE. Yes, sir. 
Senator McKELLAR. So that no careful, prudent businessman would 

think of going into a proposition of that kind. · 
Mr. WHITE. Well, if he were concerned about that, he could have 

made certain inquiries. 
Senator 1\IcKELLAR. He could have inquired, you think~ 
Mr. WHITE. I have no doubt, as a matter of fact, that some of his 

associates did. 
Senator McKELL.\R. Now, you are a lawyer, and I imagine a very 

good one. 
Mr. WHITE. Thank you. 
Senator McKELLAR. Suppose he had inquired, and Mr. Robbins had 

told him, "Oh, well you need not consider that at all. You just bid 
on it." That would be Mr. Robbins' opinion, but the contract would 
speak for itselfl..~ould it not~ · 

Mr. WHITE. res, sir. 
Senator McKELLAR. And if it was brought in question it would go 

to the court and the court would have to determine what it would do. 
Mr. WHITE. I do not know whether you read my statement on that, 

but I think that contract cannot be interpreted the way they are point
ing out that it ran. The warehouseman has not made a contract to 
make shipside delivery. He simply made a contract under this bid 
that if he makes shipside delivery, then his charge is limited ro 15 
cents. There is no obligation, however, to do it, unless he had that 
in his tariff, a 15-cent cliarge ro deliver1 and assumed the obligation 
generally, then he could have been reqmred to do it. But only port 
facilities had that item, so the only people that were taking any real 
risk under your interpretation, or the interpretation that has been 
advanced, were those at the portl-l, who might har-e been required to 
make deli\uy to some other port. 

Senator McKELLAR. Now, wait one minute. Just confidentially, be
tween us two and those who happen to be sitting around here [laugh-
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ter], and for the record, do you not know that the purpOSe of this whole 
proposal was to reconcentrate cotton at the ports? · 

Mr. WHITE. No, sir; I am convinced-
Senator McKELLAR (interposing). You think it was just a scheme 

to sort of adjust and make fair and perfect the warehousmg of cotton~ 
Mr. WHITE. I do not think they had the interests of the industry 

particularly in mind when they asked for competitive bids. 
Senator McluLLAR. Yon do not think they had the same view that 

Mr. Johnson expressed here, that they wanted about a million and a 
half bales of cotton that is not warehoused in the inland warehouses 
to go to the ports~ 

Mr. WHITE. I am sure the ports wanted that. They would have 
been delighted to have it, but unfortunately the Commodity Credit 
Corporation, which asked for the bids, did not have the same benevo
lent attitude toward the industry that the industry has toward itself. 

Senator McKELLAR. Do you not think it would be a pretty benevo
lent act on the part of the COmmodity Credit Corporation to take a 
million and a half bales of the farmers' cotton that is already stored 
in the interior, at a price that has been agreed upon by the Commodity: 
Credit Corporation and the warehouse, and move a million and a half 
bales of it down to the ports? Do you not think that would be a pretty 
benevolent act on the part of the Commodity Credit Corporation to
ward the port warehouse? 

Mr. WHITE. Not nearly so benevolent, Senator, as it will be if Con
gress passes this bill, resulting in the interior warehouses keeping it all. 

Senator McKELLAR. Not necessarily keeping it all; merely keep
ing exactly what the trade linder the contract of the Commodity 
Credit Corporation and the warehousemen keep there now. 

Mr. WHITE. The contract, Senator, can be terminated at any time, 
or the cotton can be moved. 

Senator McKELLAR. The Government always has that provision, 
but here, to change it in the middle of the season, to cost additional 
freight rates and to cost additional moving of the cotton and the 
sampling of the cotton, cannot possibly be defe~ded. 

Mr. WHITE. The contracts that have been mentioned have been in 
effect more than a year, and that has been unusual. The Commodity 
Credit Corporation has revised its contract approximately annually, 
and this contract was entered into, I believe, in October 1939. 

Senator McKELLAR. Now, I want to ask you about something else. 
Senator ELLENDER. Are you through answering that question~ 
Mr. WHITE. Yes, sir. 
Senator McKELLAR. I want to ask him about something else now, 

if you do not mind. I want to look back at vour testimony-! am 
sorry I did not hear it, but I saw a paragrapli here where you were 
jumping on the Federal Compress Co.-I beheve it is in Memphis. 

Mr. WHITE. Its headquarters are there and it has a big plant there. 
Senator Mc~(ELLAR. ~on were jumping onto the Federal Com

press CorporatiOn for bemg a trust, for being a monopoly, for being 
one of these octopuses. LLaughter.] I want to know how you 
compare the Federal Compress Co. with the firm of Anderson, Clay· 
ton.~ Co., whom you repr~sent. Do yo:1 think that you are in a 
position-or do you not tlnnk you are m the position of the pot 
calling the kettle black [laughter], when the great firm of Anderson, 
Clayton & Co., having warehouses all over the world, having offices 
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all over the world, having business all over t~1e '~or~d, th~ larg~st 
dealers in cotton in the world-do you not think 1t 1s a httle hke 
the pot calling the kettle black for you to g_et up on the .stan~ here 
and tell this committee that a great octopus m Tennessee IS gomg to 
ruin you and everybody else~ . 

Mr. WHITE. Senator, that 1s your testrmon~. . . 
Senator ELLENDER (presiding). The Cha1r w1ll permit you to 

answer that question without interruption. Proceed. . 
Mr. WHITE. This is part of the answer to t~e. q~est.IOn, Senat?r. 

[Producing a map of Arkansas, Tennessee, ~bssiss1pp1, and Loms~ 
iana.] 

The red dots on this map represent the Federal Com.pres~ Co~., 
and as you will note, it has a rather heavy concentratiOn m -th1s 
ared around Memphis.' 

Senator ELLENDER. Will you state for the record what parts of 
Arkansas, Tennessee, Mississippi, and Louisiana are shown on that 
map? 

Mr. WHITE. The northern part of Mississippi, a couple of plants 
in northern Louisiana, and a heavy concentration of plants in eastern, 
Arkansas and southeastern Missouri and on into Tennessee, being: 
representatives of the Federal Compress Co. 

Senator WILLIS. How many different plants? 
Mr. WHITE. I believe it was testified they had 85 plants. 
Senator ELLENDER. Eighty-five plants; yes. 
Mr. WHITE. TI1e blne phmts 11re tho~e of the Union Compress Co., 

which also has its headquarters in Memphis. The Memphis Compress. 
& Storag-e Co. has one plant also at 'Vilson. But the Federal Com
press Co., as is obvious from this map, does have fairly complete 
domination of the compressing and storage of cotton in this whole 
area. 

Senator McKELLAR. We want that map to go into the record, Mr. 
White, not to be printed in the record, but we can have it for the use 
of the committee. Make it exhibit No. X. 

Mr. WHITE. It has been referred to as map 2 in the earlier testi
mony. · 

Senator McKELLAR. Now, I wonder if you will be good enough to 
make me a map of the activities of Anderson, Clayton & Co., showing 
where they do business in each State and in each c01mtry of the 
world. M~u·k it as exhibit Y to your deposition, and model it along 
the same hnes. 

Mr. WHITE. We felt, Senator, that we should give you the complete 
story, so we have also _P.repared a map which shows certain other 
warehouse companies. lProducing a map.] 

Senator McKELL.\R. That is fine as far as it goes. 
Mr. ":rHITE. lncludin~ Anderson, Clayton & Co. interests. You 

will notice this beautiful green here represents Anderson, Clayton 
& Co. 

Senator McKELLAR. That is just Oklahoma and Texas. 
~Ir. WHITE. Well, we have another one. [Producing another map.] 
Senator McKELLAR. That is fine. 
Mr. W'mn. This shows the Childress and Wichita Falls plants of 

the Houston Compress Co., which Mr. Johnson testified about, and' 
the Houston, Tex., plant, that represent its activities in the storage: 
and handling of cotton in the State of Texas. 
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Senator ELLENDER. In other words, that map indicates that Ander
son-Clayton have no compresses or warehouses in Oklahoma, and only · 
one at Childress, one at Wichita Falls, and one at Houston, and one 
at Galveston~ 

.Mr. WHITE. No; none at Galveston. Only Houston. It has more 
tiian one plant, as .Mr. Johnson testified, at Houston. 

Senator McKELLAR. How many business offices have you in the 
State of Texas, Anderson, Clayton & Co.¥ 

Mr. WHITE. Anderson, Clayton & Co. are not interested in ware
housing except through these companies. 

Senator MoKELLAR. I am not talking about warehousing now, I 
am talking about your making charges of a trust. 

Mr. WHITE. No; I make no charges of a trust. 
Senator MoKELLAR. I will read your language in just a minute here. 
Senator ELLENDER. I do not believe there is any doubt about Ander-

son, Clayton being the largest, or among the largest, cotton factors, 
people who handle, buy and sell cotton. 

Mr. WmTE. No, sir; there is not. The committee is quite we11 
acquainted with that. 

Senator ELLENDER. The question before the committee now is ware
housing and compressing cotton. 

Senator McKELLAR. At the same time, having made a charge of a 
trust-of course, I have a notion that Mr. White, who represents 
Anderson, Clayton & Co., could tell us whether Anderson, Clayton 
is one of these poor, little, downtrodden, imposed-upon companies 
with a few thousand dollars of capital, or whether it has got more 
capital and more places of business and is more widely extended than 
the warehouse company that he charges with being a trust. 

Mr. WJIITE. It may be more widely extended, Senator, but it does 
not have the same domination of any area in the storage of cotton 
that the Federal Compress Co. does. . 

Senator Mc:KELLAR. That is your idea' 
Mr. WHITE. That is my statement. 
Senator ELLENDER. Now, will you continue with this map~ 
Mr. WHITE. This third map shows the location of the southeastern 

plants of the Southeastern Compress Co., the stock of which is con
trolled by Anderson, Clayton & Co. 

Senator ELLENDER. According to that map, Anderson, Clayton & 
Co. interests have a plant at Mobile, at Montgomery, at Dotham, at 
Gunthersville, Attila, and Birmingham, Ala.; and in Cedartown, 
Rockmart, Tallapoosa, Atlanta, Athens, Augusta, and Savannah, 
Ga.; Greenville, S. C.; and Charleston and Raleigh, N. C. 

Mr. WHITE. Yes, sir. Also I believe you missed Pensacola, Fla. 
Senator ELLENDER. Yes; Pensacola. 
Senator McKELLAR. On the first map that you marked an exhibit, 

why were you not good enough to put down the independent or 
smaller warehouses~ 

Mr. WHITE. Senator, these maps were prepared in connection with 
Mr. Ernst's testimony yesterday, which you unfortunately did not 
hear. 

Senator McKELLAR. No; I am sorry I did not hear his testimony. 
Mr. WHITE. He pointed out the 13 large interests which had this 

cotton about which the controversy rages, and these maps show the 
location o£ the plants of those 13 large interests. 
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Senator McKELLAR. I read from your statement: 
The form of the bids gave every advantage to the interior crowd, but make 

no mistake, no form of actual, honest-to-God competitive bidding will be satis· 
factory to the Federal Compress Co. or the Southwestern Compress & Ware
house Association. Through every political and legal device known this interior 
crowd have for years sought to preserve local monopolies for the compression 
and handling of cotton. 

Did you make that statement~ 
Mr. WmTE. Yes, sir. 
Senator McKELLAR (reading) : 
The Southwestern Compress & Warehouse Association throttled truck move

ment of cotton in Texas by a 7,000-pound·load·law until recently. 

Mr. WHITE. That is correct. 
Senator McKELLAR. Well, it was testified here a while ago by Mr. 

Johnson that t.he railroads did that. 
Mr. WHITE. It was a combination of railroads and the South-

western Compress & Warehouse Association. 
Senator ELLENDER. Mr. Johnson added that, too, Senator. 
Senator McKELLAR. I did not hear your testimony. 
Senator ELLENDER. Mr. Johnson added that. 
Senator McKELLAR (reading) : 
The organized interior interests have sponsored and obtained laws, rules, and 

rate regulations compelling compression at the intet·ior compress, and preventing 
shipment of fiat cotton, and through fiat-delivery charges and other practices 
they have sought to maintain complete loool monopolies for cotton compressing, 
handling, and storage. If this bill passes, their dream. will be realized. 

Is that your opinion W 

Mr. WHITE. Yes, sir. 
Senator McKELLAR. And if it does not P.ass, the dream of Ander

son, Clayton & Co. to store at least a million and a half bales of 
cotton now stored in the interior will be realized; will it not~ 

Mr. WHITE. Well, Senator, I cannot say about that, because Ander
son, Clayton & Co. bid for the storage of cotton in some of their ware· 
houses last year- . 

Senator I\IoKELLAR (interposing). And did not get it·~ 
Mr.JVHrrE. And other people got the contract. 
Senator MoKEI.LAR. Why was that Y 

Mr. WHITE. Because they bid lower. 
Senator McKELLAR. I want to protect this little corporation that 

you represent. I do not think it is right, if they bid lower [laughter]. 
If they give. a reason why they should have this business, why did 
they not get 1t ¥ Who was to blame for that~ 

Mr. WHITE. As I said, Senator, they did not bid lower. 
Senator McKELLAR. They did not bid lower~ 
Mr. WHITE. At some points they did bid lower, and at some points 

they did not. 
Senator McKELLAR. Did you get some of it W 

Mr. WHITE. Yes, sir; at points where they bid lower. Anderson, 
Clayton can get it if they bid the lower price, and that is the only 
way they can get it. This is the first offer, Senator, we have had of 
any assistance for obtaining cotton on any basis other than the pure 
conunercial basis of lower cost. 

Senator McKF..IJ..AR. If the Govermnent is putting up a job on 
Anderson, Clayton & Co., you can bet I will help you right it, beeause 
I d.o not bt>lie,·e in putting up a job on any company, big or little. 
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Mr. WHITE. I am not asserting, Senator, that they are putting up a 
job on anybody, but I am asserting that whatever they get is on a 
pur.ely commercial basis, bidding lower, offering more for it. 
. Senator McKELLAR. Let me see if I understand you. If this cotton 
is put up for bidding and you bid on Government cotton alone, that 
you do not have to handle, that you do not have to bother about, you 
Just put it in the warehouse and forget about it and just collect your 
charges e.very month-if that is put up to bid, you have so much 
space and you think that Ander~on, Clayton will profit by it. Is not 
that true? 
. Mr. WHITE. I am sure that when they bid, they intended to make a 
price which would result in profit to themselves. Someone else may 
have calculated that they could handle it at a profit at somewhat less. 

Senator McKELLAR. And you do not believe in the system that has 
heretofore been established and is now in vogue, that the Gov
ernment's cotton :can be used as a backlog to reduce the cost of 
warehousing the farmer's cotton, do you? 

Mr. WHITE. I do not believe that the interior compress interests 
need to stay on relief. 

Senator McKELLAR. You do not think they need-you call it 
"relief?" 

Mr. WHITE. Yes, sir. 
Senator McKELLAR. You call what the Commodity Credit Cor

poration has been doing here for years simply giving relief to the 
interior cotton warehouses? 

Mr. WHITE. vvl1at they have done, Senator, has not been alto
gether through their own wislies. 

Senator 1\lcKEILAR. Has not been through their own wishes~ What 
do you know about their wishes? 

Mr. WHITE. I have seen-
Senator McKELLAR (interposing). Who. expressed such a state

ment to you? Did 1\fr. Robbins, who is sitting there listening, did 
he say that he was doing this thing but it was not according to his 
wishes~ 

1\fr. WHITE. I have seen what they have desired to do at various 
tin1es interfered with by all sorts of political pressure, which un
fortunately the ports are not able to brmg. 

Senator 1\lcKELLAR. Do you mean to say that what Congress is 
now doing is political pressure? 

1\Ir. WHITE. Well, there certainly is political pressure for it. 
What factors may determine what Congress may do is a different 
matter, but there is do doubt about it that there is all the political 
pressure being brought that can be brought on this bill. 

Senator 1\IcKELLAR. On that basis, you would say that any law 
that Congress passes is passed by political pressure, is it not~ 

1\fr. WHITE. I think there are times when there is less political 
pressure and others when there is more political pressure. There is 
a little more here. 

Senator 1\IcKELLAR. Do you not think it is because a plan has been 
evolved here that will take millions of bales of cotton that are now 
being compressed in the interior concentration points, and move that 
cotton to ports~ Is not that the reason~ 
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Mr. WRITE. I a~ sure the interior people are .bringing ~11 the 
political pressure they can, because they are afraid they w11l lose 
the cotton. , 

Senator McKELLAR. Have you talked to Mr. Robbins about this 
thing frequently~ 

Mr. WHITE. About what thing~ 
Senator McKELLAR. This plan here of reconcentrating the cotton 

and transferring it from the interior to the ports. 
Mr. WmTI:. I should say that perhaps I have talked with him 

two or three times about it. 
Senator McKELLAR. Did you agree with his views when he said 

he was doing it against h1s will j Did you say he was doing it 
against his will~ 

Mr. WHITE. Did you say Mr. RobbinsY 
Senator McKELLAR. Yes; I did. 
Mr. W BITE. Well, go ahead. I think I misunderstood you. 
Senator ELLENDER. I am just wondering where you got the idea 

that Mr. Robbins was carrying out the present plan, the one that 
is in vogue now, against his better judgment and wishes. 

Mr. WHITE. Well, Senator, I had no such idea as that. 
Senator McKELLAR. You had no such idea~ Where did you get the 

statement that you made awhile ago~ 
Mr. WHITE. I never made such a statement. I think you are con

fusing Mr. Johnson's statement with mine. 
Senator McKELLAR. No; you said just a moment ago that the au

thorities here were doing it against their better judgment, keeping it in 
vogue against their better judgment. 

Mr. WHITE. This present system~ 
Senator :McKELLAR. Yes; the present system. Did you say that 1 
Mr. WHITE. No, sir; I stated that they had at times had to modify 

what they apparently thought was a better plan of handling their 
cotton, in response to political pressure. , 

Senator McKELLAR. Political pressure¥ You think that whenever 
Congress interferes with what administrative officers want to do, that 
is political pressure, do you~ · 

Mr. WHITE. I do not think it is always true. I think it S()metimes is. 
Senator McKELLAR. You think it is now~ You think that this Con

gress is interfering with Mr. Robbins' plan of transferring this cotton 
from inland ports to the port warehouses, from interior warehouses 
to port warehouses-you think that that is exerting political pressure Y 

Mr. W mTE. Yes; I think it is. 
Senator McKELLAR. And a Congress that will do anything like thatt 

you think it is an unworthy Congress, do you not~ 
Mr. WHITE. No, sir; I cannot say that I do. 
Senator McKELLAR. What do you think about it~ I want to find 

out what your attitude about Congress is. 
Senator ELLENDER. Well, Senator, if we are to go into all that detail, 

we might as well go into the details of the meeting of Senators and 
Congressmen with Secretary Wickard and Mr. Robbins some time 
ago about this thing. 

Senator McKELLAR. Yes; and Mr. Wickard and Mr. Robbins treated 
C01~gressmen d~wn there with perfect contempt and went ahead with 
their plans until they were asked by the Senate to withhold action. 

294272-41-20 
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Mr. WHITE. Well, Senator, of course, I have this to point out, too: 
I suppose that necessarily the attitude of the individual Senator is 
influenced by the interests of his individual State. If Memphis now 
were not tied in with these other compresses in the other States, the 
Memphis plants would be practically empty, just as the ports are, and 
the pressure would be on you to fi()'ht a bill of this type. 

&nator McKELLAR. I wonder what you would think of a Congress
man who would take this sort of an attitude: All the cotton men-I 
think when he talks about political pressure, we ought to have some
thing to say about it-all the cotton men, or practically all of them
in my town are against this administration. I was for this adminis
tration, and I did not feel at all like taking their part, and the only 
reason under the sun that I was willing to do it was because of the 
innate injustice of what this Department of the Government was about 
to do. I want to let you know that it is not because of influence back 
home, because those very influences were on the other side. They 
were working for Willk1e and I did not like it a bit-and you can 
keep that in the record. 

Mr. WHITE. Well, Senator, I am not impugning your motives in 
this matter at all. 

Senator McKEJ:.un. I am glad to have that statement from you, 
because it looked to me that you were not only impugning my motives 
but everybody else's. 

Senator ELLENDER. I imagine what you had in mind is the political 
influence that is exerted back home by our constituents. I know 
that so far as I am concerned-! am speaking frankly-I am between 
the devil and the deep blue sea: [Laughter.J 

Senator Mc:Klrr.ui That is an honest statement. [Laughter.] 
We are going to keep on talking about this thing until we get the 
truth. 

Senator ELLENDER. There is no doubt about it, Senator, and I know 
you would agree with me, that you are sometimes influenced by what 
the folks back home think. [Laughter.] 

Senator McKELLAR. I like them to agree with me. 
Senator ELLENDER, Of course; I do too. 
Senator McKELLAR. When I am right, and when I am wrong 

I like for them to tell me about it. 
I am through with the witness. 
Senator ELLENDER. The committee will stand in recess until 10 

o'?lock M?nday morning, and for the benefit of all present, we 
will not s1t on Tuesday and 'Vednesday, but after we sit Monday 
we will recess until Thursday of next week. . 

(Whereupon, at 12 :15 p. m., the committee adjourned until 10 
a.m., Monday, February 3, 1941.) 



REGULATING THE W !REHOUSING OF COTTON HELD BY 
THE COlUWDITY CREDIT CORPORATION 

liONDAY, FEBRUARY 3, 1941 

UNITED STATES SENATE, 
CoMMITTEE oN AGRICULTURE AND FoRESTRY, 

Washington, D. 0. 
The committee met).. pursuant to adjourmnent, at 10 a. m., in the 

committee room, 324 ~enate Office Building, Senator John H. Bank
head presiding. 

Senator BANKHEAD. The committee will be in order. Gentlemen, 
I want to say to you what I said to Mr. White. We have devoted 
a great deal of time to this hearing. I have spent, as have Senator 
Ellender and several other Senators, about 5 days on this matter, 
ami I hope you will avoid, as far as possible, duplication and repe
tition of what has already been said in this record. We do not 
need that. We are not going to foreclose anybody. We have had a 
perfectly free range here, but I am just appealing to witnesses now 
to avoid, as far as possible, time-taking, time-serving statements. We 
want to get through with these hearmgs as soon as possible, and I 
know the other members of the committee feel the same way about 
it. 

How long do you think it will take you, Mr. White¥ 
~lr. WHITE. I have four witnesses, and I think we can get through 

in an hour and a half. 
Senator BANKHEAD. I hope we can get through by 12 o'clock today, 

and then we will have to recess, be.cause other members of the com· 
mittee, as well as myself, have other obligations tomorr-ow and the 
nt>xt day particularly. So we will take a. re.cess for several days 
when we conclude today and when we meet again we will hear only 
the representatives of the Department. When we adjourn today 
it will be until next Monday, and the hearing then will be confined 
to the Department. I want everybody who has anything to say 
before we close to get it into the record today. 

Mr. REED. We have a little rebuttal evidence, Mr. Chairman. 
Senator BANKHEAD. How many witnesses have you, and how long 

will it take 9 
Mr. REED. Just Mr. Barnett. It will take just a few minutes. 
Senator BANKHEAD. I think we can cooperate to that end. We 

will now hear Mr. Dillon. Will you state your full name and 
rt'presentation, Mr. Dillon Y 
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STATEMENT OF W. T. DILLON, NEW ORLEANS, LA., REPRESENTING 
THE NEW ORLEANS COMPRESS AND WAREHOUSE ASSOCIATION 

Mr. DrLLON. 1\fr. Chairman and gentlemen, my name is W. T. 
Dillon. I am manager of the Shippers Compress & Warehouse Co., 
in New Orleans, !?resident of the New Orleans Cotton Compress and 
Warehouse Association, also a member of the American Ports As
sori·,tion and the National Compress and Warehouse Association. 
I huve been in the warehouse business for 42 years, and I want to 
say that our group of independent operators in the city of New 
Orleans are opposed to S. 262, for the reason that we feel that it 
will be destructive of our facilities as it is now written. 

I want to bring out very forcibly too that the port of New 
Orleans has six independent operators. whom I am representing, 

. besides Anderson, Clayton, the Dock Board, the Federal, and others, 
and these six operators are small concerns and seem to have been 
lost sight of in this struggle, and it has seemed to me that the testi
mony has been that Anderson, Clayton is the one who operates all 
the port industries in the country. When they mention ports, it is 
Anderson, Clayton; when they mention Anderson, Clayton, it is the 
ports. That is not so as to New Orleans. We have six companies 
there, and Anderson, Clayton do not have a bit of interest, do not 
control one share of stock in these companies, and we resent that 
the punishment, if there is any coming, that would come to Ander
son, Clayton, should also be visited upon u~. 

We have facilities there tha;t represent imestments of hundreds 
and htmdreds of thousands of dollars. We have been in the game 
for years and we have served very faithfully all the years that our 
facilities were necessary, but now in this time of abnormal disloca
tion it looks like we are in a fix. We need cotton. We need some· 
thing to keep our warehouses open, to ke~p our organizations intact, 
to keep our pay rolls going, or else, if we close our facilities, naturally 
we have got to lay off our crews and add to the unemployment 
situation. 

Senator BANKHEAD. How much cotton have you now~ 
JUr. DILLON. In our place there, Government loan cotton-you 

mean in my facility~ 
Senator BANKHEAD. Yes. 
l\Ir. DILLON. We have about 40,000 odd bales. 
Senator ELLENDER. What is your capacity? . 
Mr. DILLON. Our c.apacity is in fiat cotton about 65,000 bales. 

W11at we have in there, Senator, is compressed cotton, standard com
pressed cotton, 90 percent of it. It was reconcentrated in the 1934-35 
loan. 

Senator ELLENDER, How does the capacity of your group com
pare with other groups in New Orleans 1 In other words, what per
centage of the total capacity, warehousing capacity, have you in New 
Orleans~ 

Mr. DILLON. Well, our group there, outside of myself-! have 
about 40 percent of my capacity; the balance do not have 10 percent 
of their capacity. Some of them have less than that, Senator. Some 
of them have just a few thousand bales. 

Senator ELLENDER. Almost empty 1 
l\Ir. DILLO~. Practically empty. 
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Senator Er.LENDEn. How many bales could your group store, in 
comparison with the others~ In other words, what percentage of 
the whole could be stored in New Orleans controlled by your group~ 

l\Ir. DILLON. By our group I will say about 50 percent, about 
half of it, approximately. . . 

Our group does not believe that any extra cost or burden will anse 
from a reconcentration of an amount of Government-owned cotton 
which will relieve the situation in New Orleans, and certainly any 
resampling will only be done at the request of the Commodity Credit 
Corporation, if that. is necessary. As warehousemen we do not request 
and insist upon resampling of cotton for storage, and contrary to 
some of the statements, cotton does not change its grade nor staple, 
regardless of how long it is in storage, unless it possesses very abnor-
mal qualities. · 

In the last year or two the Conunodity Credit Corporation has 
created its owit traffic department, and likewise utilizes the traffic 
men of the Department of Agriculture. This traffic department, 
combined with the classing and sales departments, has the necessary 
information as tQ what cotton is adaptable to certain mill wants, and 
you may rest assured all of this will be taken into consideration at 
the time of reconcentration and there will be no back haul that will 
amount to anything. These gentlemen who administer the C. C. C. 
will not move any cotton Without anticipating its future disposal. 
That is our impres.'>ion, and I think it is correct. 

It is rather striking that, other than generalities, no one was able 
to cite any case but that of a few bales of low-grade F. S. C. C. 
mattress cotton returned from Beaumont to Marshall, and there 
seemed to be some doubt whether it was the original cotton. In fact, 
this reconcentration and reshipping to mills in New England has been 
the custom for years by individual operators. They have to sell 
this stuff to the mill in round lots and of a certain grade and staple. 
They do not always have that 100-bale lot right on hand, and natu
rally they have got to go out and buy the stuff, bring it to the Port 
of New Orleans, select it according to grade, and staple, and mnke 
up their shipment. It must be that they made something or were 
not out a whole lot, because they lasted in business, SQ they must 
have made enough to continue to OP.erate. 

The expansion of warehouse facilities in the interior, emphasized 
by some of the witnesses, was unnecessary and could have been 
avoided by sending some of this cotton to the ports in the previous 
loan years, and if that had been done it would have eliminated the 
necessity for legislation at this time. That is our opinion. And it 
would follow that with the crowding of these warehouses in th~ 
interior, naturally the cost of handling would go up, because in the 
efficient handling of cotton in any facility you have got to keep a 
certain amount of space for handling, and when that space has been 
eliminated through overcrowding, the costs have got to go up, are 
hound to go up, because efficient handling ceases when the plant is 
crowded. 

So you cnn attribute some of the high cost of handling, not to 
labor only, bnt to the crowding of plants, because I know that was 
the case in the ports years ago, and it certainly applies no matter 
what locality it may be in. 
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We have high costs of labor. In fact, our labor has been higher 
than labor in the interior always. We always have to pay higher 
wages. We have got higher land values, and naturally, have got 
higher assessments and higher taxes. We have Social Security taxes, 
(•Ccupational license, and a myriad of other expenses, all part of the 
burden that we have to carry. 

Our company in 1932-33 gave the cotton stabilization a reduced 
rate when rates were really high, and we handled their cotton for 
years and years. Our facilities were always at the disposal of the 
Government, regardless of whether they had been used or not, and 
we feel we are due some consideration, and cannot understand how 
a law can be enacted that will favor one group and leave out the 
balance of the industry. 

Senator Lucas has summed up the situation very clearly. If this 
bill is enacted and the cotton is frozen in the interior, coast ware
houses will be driven out of business, and if coast warehouses cannot 
take more than 1,500,000 to 2,000,000 bales, this removal, we feel, 
would be replaced by the next crop that is just a few months off, and 
the interior warehouses will more than fill their space with the new 
crop, which will be in the loan, because of the abnormal dislocation 
of export commerce due to the war. 

The protection of the small warehouseman in the interior, we 
grant is necessary, but we also ask the protection of the small op
erators in the ports. 

That is all I have, Mr. Chairm.m. 
Senator BANKHEAD. Thank vou, Mr. Dillon. Call your next wit-

ness, Mr. White. ' 
Mr. \YmTE. Mr. Turner. 

STATEMENT OF SELWYN TURNER, MOBILE, ALA., REPRESENTING 
THE AMERICAN PORTS COMPRESS AND .WAREHOUSE ASSOCIA
TION 

Mr. TURNER. My name is Selwyn Turner. I am the manager of 
Turner's Terminal Co. at }fobile, and the representative of the Ameri
can Ports Compress a11d Warehouse Association. I also represent 
those warehouses in Mobile who are members of this association. 

Mobile at present has in storage about 40,000 bales of the total 
11,000,000 bales now held or controlled by the Government. We 
wish to obtain a further stock of this cotton. For this reason we are 
opposed to Senate bill 262, because we feel it will prevent Mobile 
from competing for the storage of these Government-held stocks, as 
it calls for the cotton to be stored within the locality where it is 
grown. 

Because of present conditions in Europe our exports of cotton 
have stopped, and it was from this source that the warehouses in 
Mobile derived their main operating revenue. For this reason, we 
are left with investments in compress and warehouse facilities that 
must be maintained, although curtailed in operation, until this ex
port market is restored, which will surely be done after conditions 
are settleJ abroad. 

Until that time, and becau§e the warehouse facilities at Mobile 
have been useful to the farmers and interior warehouses in our ter-
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ritory during the years when our export b~siness w.a~ a domina~t 
factor we believe l\fobile should be placed ill a position to obtam 
for st~rage a share of Government-held cotton to sustain them until 
they will be needed again. 

Out of the 11 000 000 bales of cotton held or controlled by the 
GoYernment th~ G~vernment now holds title to 6,000,000 bales. 
This cotton ~nder the Smith amendment cannot move in channels of 
trade until the market price is such as to return to the Government 
all of the money invested in it, which I understand would have to 
be around 16 cents a pound. 

With domestic consumption around 8,000,000 bales, 8,000,000 would 
be the largest the industry has ever experienced, and. with n.ew crops 
coming on every year to more than fill our domestic reqmrements, 
it seems to us that Mobile-that a large part of the Government-held 
cotton can only be disposed of through export channels some time 
in the future. In view of this, and with the interior warehouses 
of Alabama alone holdinrr over 900,000 bales of this cotton, a share 
of it could be moved to 'iiobile for storage without additional ex• 
pense, as it would be the normal routing of cotton for export from 
Mobile. · 

I would also like to add here that cotton originating at some 
Mississippi points can be moved to Mobile in the line of transit for 
domestic mill consumption. It is only in this way that the facilities 
of Mobile can be sustained and maintained until the time that they 
will be needed again to serve the farmer's cotton in our territory i.n 
ex~ort trade. 

Senator BANKHEAD. Mr. Turner, would you favor breaking down 
the rate structure on that interior cotton, JUSt to enable the port of 
Mobile to get more cotton~ 

Mr. TURNER. Well, Senator, no; I do not want to see the rate 
broken down. 

Senator BANKHEAD. You realize that this is really a rate fight, do 
you not, more than it is a place where the cotton is to go~ 

Mr. TURNF..R. Well, yes, Senator; but you take with us at Mobile, 
we feel that in former years we have been very useful to the farmers 
and to the intt>rior warehouses in our territory. 

Senator BANKHEAD. They have been useful to you too· have they 
not, supplying you with what you have got~ ' 

Mr. TuRNER. Yesi but we have also tried-we have maintained 
the compress there m order that the cotton moving could move in 
there for compression for export trade. 

Senator BANKHEA_D. W'e ap~reci.ate all that, but you are asking 
now for a substantial reductiOn ill the rates on 900 000 bales in 
order to give you 100,000 or something like that in Mobhe. 
M~. Tun~ER. Of course, Senator, that is true, but with us at this 

p~rhcular tune when. the export trade is gone we need some cotton. 
" e. ~1-;ed some of tins Govemment cotton to help us maintain the 
fncthtles, and of course the competitive-bidding feature was the only 
method ~t that time by which it looked like we could get any cotton. 

~lr. \\ HITE. In other words, Mr. Turner, what you want 1s cotton 
to store¥ 

Mr. TnNER. Yes. We do not want to hurt anybody but we feel 
that we should have a share of this cotton. ' 
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Senator BANKHEAD. Frankly, Mr. Turner, I would like to see 
you and the other ports get a little cotton, but I think the saving · 
ought to be made in the reduction which you people make, because 
you have got no expense in the transaction; the cotton just lies there 
in the warehouse, and I think the Commodity Credit Corporation 
would be justified in getting a substantial reduction over what the 
interior warehouses are getting. They are getting 15 cents a month, 
as I understand it, the first year, and then 12 cents. Maybe all of 
this cotton is on the 12-cent basis now. 

Mr. TuRNER. Yes; 12112 cents. 
Senator BANKHEAD. Well, in order for the ports to get some in

crease-and I have no objection to the ports getting some fair and 
reasonable increase, but I do object to breaking down the structure 
of rates, a system that has been in existence for a long time, when 
it has been pretty clearly demonstrated here the difference is going 
to be passed back to the farmer, has got to be passed back to him. 
So I am not in accord with the port fight here and I am not in accord 
with the Commodity Credit Corporation fight, and I am not insist
ing on the interior keeping every bale they have got. That is the 
situation so far as I am concerned. 

Mr. TURNER. Senator, I can appreciate very much the situation 
you are in, and, of course, naturally, I do not think we at Mobile 
are anxious to see the interior warehouses hurt-at least, I am not, 
and I know my plant is not. 

Senator BANKHEAD. The proQTam, as I get it, as advocated and 
announced by the Commodity ~·edit Corporation and on which you 
are bidding, necessarily forces' an injury to help the ports. It forces 
a substantial injury to the interior warehouses. 

Mr. TURNER. Of course, at the time the program came out as it 
did, it looked like that was the only real hope that we had of 
getting any cotton at the ports. Naturally, we need cotton. We 
need cotton in our facilities. 

Senator BANKHEAD. How many warehouses has Mobile 1 
Mr. TURNER. There are four now, Senator. 
Senator BANKHEAD. Who owns them~ 
Mr. TURNER. We own one, the Mobile Warehousing Co. 
Senator BANKHEAD. What is your capacity? . 
Mr. TURNER. Thirty thousand bales compressed cotton, high-

density cotton. 
Senator BANKHEAD. What have you got there now~ 
Mr. TURNER. Six thousand, approximately. 
Senator BANKHEAD. What is the next one? 
Mr. TURNER. The next one is the Mobile Warehousing Co. 
Senator BANKHEAD. Who owns that~ 
Mr. TURNER. That is owned by Mr. Belgraf. Mr. Plank is presi

dent of it, Ernest Plank, who is also president of our association. 
Senator BANKHEAD. What is their capacity? 
Mr. TURNER. He has a capacity of compressed cotton of about 

32,000 bales, around there. 
Senator BANKHEAD. And let us go back and get the capacity of 

flat cotton. Is all the cotton there compressed? 
Mr. TUR}o."'ER, No; Mr. Plank has on hand now around 10,000 bales, 

and I would say half of his cotton is flat cotton. He has held it flat. 
And at our plant we have a few bales of cotton we got in this year, 
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1940-41 cotton, flat. But what reconcentrated cotton we have got 
in is compressed. 

Senator BANKHEAD. You get the same rate from the Government 
for storing cotton whether it is flat or compressed~ 

Mr. TURNER. That is true. 
Senator BANKHEAD. And most of the cotton at the port is com· 

pressed t · 
Mr. TURNER. Yes, Senator; you may say that. Of course; the 

cotton that we received for concentration came to us to compress. 
Senator BANKHEAD. Do you compress most of the cotton you get at 

Mobile~ 
Mr. TURNER. You mean most of the Government cotton W 

Senator BANKHEAD. Yes. 
Mr. TuRNER. Well, no. If it comes in standard, and we store it 

standard, we do not then press it to high density. Of course; for us 
to take a maximum amount of cotton in Mobile, we would have to 
probably put it through high density compression. 

Senator BANKHEAD. Where does your cotton move from to Mobile W 

Mr. TURNER. Where will it move export to~ 
Senator BANKHEAD. No; I mean where does it come from~ 
Mr. TuRNER. Usually the cotton that we have been getting for the 

last few years-is this Government cotton or regular cotton~ 
Senator BANKHEAD. I am talking about Government cotton now. 
Mr. TURNER. The cotton that I got in my plant this fall eame out 

of north Mississippi and out of Oklahoma. It was moved in there 
because the man in the interior wanted it moved. 

Senator BANKHEAD. Now, you have named two houses, yours and 
the Mobile Warehousing Co. What are the others? 

Senator AIKEN. How much has the other warehouse that vou 
named~ • 

Mr. TuRNER. BelgraU He has 30,000 capacity of high density. 
Senator AIKEN. And' do you know how much Government cotton 

they are storing now~ 
Mr. TURNER. Well, practically all his stock is Government cotton. 
Senator AmEN. you say you are storing 6,000 bales~ 
Mr. TURNER. Approximately. . 
Senator AmEN. What percentage of that is high density and what 

percentage is flat¥ 
Mr. TURNER. Well, Senator, I do not think any of it now is high 

density. I would say probably this !},500 bales of it is standard 
density compression, and the rest of it is flat. Of that 6,500 bales 
I would say about 5,500 is standard compress and the rest of it is flat. 

Senator BANKHEAD. Practically no interior cotton from south :Mis· 
E~issippi or Alabama is compressed until it gets to the ports¥ Is that 
right 1 

Mr. TuRNER. That is correct. 
Senator BANKHEAD. They move this cotton from that area flat to 

the port W 
Mr. TuRNER. Yes; they have to. There is no compress in that 

area. 
Senator BANKHEAD. When it comes to you, what do you do with it~ 
1\Ir. TURNER. We compress it. 
Senator BANKHEAD. And charge the compression fee¥ 
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Mr. TuRNE~. Yes; if it was Govern~ent cott~n we would charge 
the compresswn fee that the Commodity Credit Corporation per- · 
mitted us to charge under the contract, 30 cents a bale. 

Senator AIKEN. But it is only the fact that your facilities are par· 
tially used that permits you to make this same rate on the high 
density that you do on the flat bales~ 

Mr. TURNER. I did not get that, Senator. 
Senator AIKEN. If you were using your storage at near capacity, 

you could not make the same rate on the compressed cotton that you 
do on the regular cotton~ . 

Senator BANKBEAD. Compressed cotton takes up less space and 
ought to take a cheaper rate. 

Senator AIKEN. They can store twice as much in the same space~ 
Senator BANKHEAD. Yes. That is the reason they can carry it; 

rheaper than fiat cotton. 
Senator AIKEN. But if he was using most of his space, he could 

not make the same rate on the flat cotton that he does on the high 
density, could he 1 He would not feel like doing that~ 

Mr. TuRNER. No, senator ; of course not. 
Senator BANKHEAD. He could not do it if he wa.s crowded for 

space. 
Senator AIKEN. Instead of 30,000 bales he would be storing 15,000 

or 16,000, if it was all standard compression? · 
Senator BANKHEAD. If flat cotton is moved there he gets the com

pression fee, and then the same I"ate for storage that he would get 
if it was not compressed. 

Now, let us get the next warehouse. You said there were four in 
Mobile. I am getting this for my own personal information . 
. .Mr. TURNER. There is the Alabama State Docks Bonded Ware
house, and then the Southeastern. 

Senator. BANKHEAD. That is Anderson-Clayton~ 
Mr. TuRNER. Yes. · 
Senator BANKHEAD. And State Docks sold a warehouse 1 
Mr. TURNER. That is correct. 
Senator BANKHEAD. And then they have got one of their own~ 
Mr. TURNER. Anderson-Clayton¥ 
Senator BANKHEAD. No; State. 
Mr. TURNER. Yes; sure. 
Senator BANKHEAD. They sold one and still have one~ 
Mr. TuRNER. No; they did not sell one. They bought one. They 

bought one from Anderson-Clayton. 
Senator BANKHEAD. Then Anderson-Clayton have none~ 
Mr. TURNER. No; Anderson-Clayton-! am trying to explain it. 

The Southeastern bought their plant £rom Mrs. Miller, from the 
Warrant Compress & Warehouse Co. That is the Southeastern plant 
that they han today. 

Senator BANKHEAD. Southeastern is a Clayton organization~ 
Mr. TURNER. Correct. 
Senator BANKHEAD. I had that in mind. -
Mr. TURNER. Now, Fidelity was on the property of State Docks. 

The State leased that Fidelity Warehouse from Anderson-Clayton, 
and from the papers I understand they pay around $100,000 to 
Clayton for that plant. And Clayton, of course, bought out Mrs. 
Miller. 
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Senator BANKIDw>. State Docks has one and Miller takes its 
place¥ 

Mr. TURNER. Correct. 
Senator BANKHEAD. That is, the one State has was already under 

lease¥ 
Mr. TuRNER. No; the one that t~ey let State have, . ~derson-

Clayton, as I understand the pr?pos1bon, owned the building, and . 
they leased the ground to Mrs. Miller. 

Senator BANKHEAD. What is the capacity of the State Warehouse! 
Mr. TuRNER. State now can hold il they use their new plant that 

they have just acquired from Fidelity, they can store about 150,000 
bales of high density cotton. · 

Senator BANKHEAD. They just bought it, just acquired it~ . There 
is no cotton in it~ · 

Mr. TuRNER. There was no cotton in that when they acquired 
it. It was an empty warehouse. 

Senator BANKHEAD, Now, what is Clayton's capacity, Southeast-
ern? 

Mr. TuRNER. Southeastern's capacity, I would say roughly is 70,-
000 bal~s of high density cotton. That is my idea of what that 
plant would hold. 

Senator BANKHEAD. What have they got~ 
Mr. TuRNER. They have now about 15,000. 
Senator BANKHEAD. Are there any further questions 1 Thank you, 

~fr. Turner. Who is your next witness? 
Mr. WHITE. Mr. Bateman. 

STATEMENT OF DUPUY BATEMAN, ATLANTA, GA., PRESIDENT, 
SOUTHEASTERN COMPRESS & WAREHOUSE CO. 

Mr. BATEl\IAN. Mr. Chairman and gentlemen of the committee, my 
name is Dupuy Bateman. I li,·e in Atlanta, Ga., and am president 
of the South('astern Compress & Warehouse Co., a corporation in 
which Anderson, Clayton & Co., owns approximately 90 percent of 
the capital stock. 

So~theastern Compress & Warehouse Co. operates plants in 19 
locatwns scattered through the States of Alabama, Florida, Georgia, 
!\orth Carolina1 and South Carolina-three of these locations are at 
ports, the remamder at interior points as per the following list: 
Savannah, Ga. 
Pensacola, Fla. 
1\lobile, Ala. 
Guntersrille, Ala. 
Attalla, Ala. 
Birmingham, Ala. 
Montgomery, Ala. 
Dothan, Ala. 
Tallapoosa, Ga. 
Cedartown, Ga. 

Rockmart, Ga. 
Atlanta, Ga. 
Macon, Ga. 
Albany, Ga. 
Athens, Ga. 
Augusta, Ga. 
Greenville, S. C. 
Charlotte, N. C. 
Raleigh, N. C. 

I appear here in opposition to S. 262 because Southeastern Com
pr('SS & Warehouse Co. wishes t.o compete for the storage of Gov
ernment cotton and if allowed to do so we are willing to store it at 
rat{'S g('nerally lower than it is now being stored and we propose to 
make a profit in doing so. 
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This proposed legislation is unique in that it would, in my opinion, 
create that which it proposes to prevent, namely, monopolistic prac· 
tices in the warehousmg of cotton for the Government. 

This opinion is confirmed in the report of the Secretary of Agri· 
culture to this committee. Cotton warehousemen testifying last Fri· 
day and Saturday before this committee as proponents of this bill-

1\fr. WmTE (interposing). You mean Friday a week ago, Mr. Bate
man~ 

Mr. BATEMAN. Yes; Friday and Saturday a week ago. Testifying 
before this committee as proponents (')f this bill chiefly built their 
case on the claims : 

(1) That low bidders were bidding very low because they had 
emEtY facilities. 

( 2) That if high bidders lost their stocks of Government-owned 
cotton to low bidders, resulting empty or partly empty facilities of 
the unsuccessful bidders would cause them to raise their storage and 
service charges to farmers and the cotton trade. 

This testimony is contradictory in suggesting on the one hand that 
competition of empty facilities is responsible for lowering storage 
rates, and on the other hand that competition of empty storage facili· 
ties will not lower storage rates, but will actually raise storage and 
service charges to producers and the cotton trade. 

Does not this suggest that monopolistic tendencies may be more 
prevalent among facilities which can repeal the law of supply and 
demand by raismg rates when needing more bnsine.ss rather than 
among facilities which follow the usual course of offering lower rates 
when needing more business~ · 
B~fore the Government took title to the 1934 and 1937 cotton, I can 

rem~mber when most of these warehousemen now a-ppearing as pro
ponents of this bill said they would be ruined and the farmer would 
be injured when the storage rate on loan cotton after the first year 
was reduced below 25 cents per bale per month . 

. Then in 1939 shortly after the Government took title to the 1934 
and 1937 cotton and reduced rates from 25 cents per bale per month 
to 15 cents per bale per month for the first year and from 18 cents 
per bale per month to 12lh cents per bale per month thereafter, again 
they said they could not live and that the farmer would suffer-that 
they would have to give up the cotton and that the Government could 
not find facilities in which to store the enormous amount of cotton 
that would have to be moved. But in the final analysis, only a trickle 
of cotton actually moved and savings of some $10,000,000 per year 
accrued to taxpayers and cotton producers. 

Senator STEWART. When was that~ I did not get that date. 
Mr. BATEMAN. That was in 1939. 
Senator STEWART. Did you bid competitively then~ 
Mr. BATEMAN. Yes, sir. 
Senator STEWART. What was your bid then~ 
1\Ir. BATEMAN. We bid rates that averaged about 10 cents. 
Senator BANKHEAD. The competitive bids were only for port cot

ton, were they not~ Did not the Government just announce the rates 
for interior cotton at 15 and 12? 

1\Ir. BATEMAN. They announced a rate of 121;2 cents in 1939, and 
said that anybody that was willing to take 12lh cents could keep their 
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cotton. But of course, there was some to be moved, and they took bids_ 
on that. 

Senator BANKHEAD. Or what was left over~ 
Mr. BATEMAN. What was released by people that did not want it 

at 121;2 cents. We bid for some of that cotton. 
Senator ELLENDER. At that figure? 
Mr. BATEMAN. At about 10 cents. 
Senator AIKEN. Then they did not accept the lowest bid at that 

time~ 
Mr. BATEMAN. Yes, they accepted. We were the low bidders 

wherever we got the bid. 
Senator ELLENDER. But you said they let those keep it who were 

willing to keep it at 12% cents~ 
Mr. BATEMAN. That is right. 
Senator BANKHEAD. They did not bid competitively except for 

cotton that nobody would have at that price. 
Senator STEWART. You have some already that you kept at 12% 

cents~ 
Mr. BATEMAN. No, sir; we had to reduce our rate. 
Senator STEWART. And you bid 10 cents for all that you had 

stored~ 
Mr. BATEMAN. That is right. We had to lower the rate on the stocks 

we had. 
Senator STEWART. What has become of that cotton~ 
Mr. BATEMAN. It is still in our plant. 
Senator STEwART. That same cotton~ 
Mr. BATEMAN. Yes, sir. 
Senator STEWART. How many bales of that do you now have, ap

proximately~ 
l\Ir. BATEMAN. We have. now in our facilities about 400,000 bales 

of cotton, Government-owned cotton. 
Senator STEWART. Is that all from the 1939 bidding, acquired at 

that timeY 
Mr. BATE:UAN. No; we only got about 150,000 bales on that bidding 

at all our plants. 
Setiator BANKHEAD. That is all Government-owned. Have you 

got any Government controlled under loan~ · 
Mr. BATEMAN. Very few bales, Senator Bankhead. I think it is 

something like 25,000 bales. 
Senator ELLENDER. You have that cotton stored in the plants indi

cated on the document you handed to us a while ago~ 
Mr. BATEMAN. Yes, sir. 
Senator ELLENDER. What were your rates prior to the time that the 

Government came into the picture~ 
1\Ir. BATEMAN. You mean our tariff on the :farmer's cotton 1 
Mr. ELLENDER. Yes; any cotton stored. 
Senator BANKHEAD. That was all they had at that time, I think. 
Mr. BATEMAN. That is right. I will be glad to go into these tares 

with you, Senator, if you wish to. 
Senator ELLENDER. You went into it just now when you said that 

these rat~s prior to the time, 1939 or whateYer period you fixed in 
your testimony-that the Government reduced it from 25 cents to 13 
cents and from 18 cents to 12% cents. 

)lr. BATDlAN, On their cotton. 
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- Senator ElLENDER. Did you have those same rates, that is, 25 and 
18, prior to the time that competitive bidding came in~ 

Mr. BATEMAN. Prior to the time of any loans~ ,. 
Senator ELLENDER. Yes. 
Mr. BATEMAN, No, sir. · 
Senator ELLENDER. What were your tariffs then, or your rates~ 
Mr. BATEMAN. I think our tariffs were 35 cents for the first month, 

and 15 cents or 20 cents thereafter. That was a long while ago. 
Senator ELLENDER. I may have misunderstood your statement 

there a while ago. I got the impression that you complained of the 
high rates that were charged to the farmers. Am I wrong in that~ 
Did you not say that in your statement~ 

Mr. BATEMENT. I am not dealing here, Senator Ellender, only with 
Government-owned and Government-loan cotton. 

Senator STEWART. As a matter of fact, there is not much other 
cotton, is there ? 

Mr. BATEMAN. Oh, yes; we have quite a lot of cotton in our plants 
stored. 

Senator STEWART. You mean that is not in the loan or owned by 
the Government? I thought those bales were about as scarce as hen's 
teeth. 

Mr. BATEMAN. Well, they are, relatively speaking. 
Senator STEwART. Then you are dealing with practically all cot

ton when you deal with Government cotton? 
Mr. BATEMAN. When you denl with Government-owned and Gov

ernment-loan cotton, you are !fealing with most of the cotton in 
storage; yes, sir. 

Senator ELLENDER. When you fix a bid at 10 cents a bale on this 
cotton, as you lmve just indicated, how do you charge for cotton in 
which the farmer has an equity? 

Mr. BATEMAN. The same rate. 
Senator ELLENDER. And you take in cotton this year, this last crop, 

at 10 cents~ 
Mr. BATEMAN. No, sir; we get practically no cotton from the farmer 

to place in the loan-a few bales. 
Senator ElLENDER. You buy cotton from the farmers and store 

it in your own warehouse~ 
Mr. BATEMAN. No; we do not buy a bale of cotton. The South

eastern Compress & ~Varehouse Co. does not buy any cotton. 
Senator BANKHEAD. Anderson, Clayton buy it and put it in the 

warehouses 1 
Mr. BATEMAN. Yes, Senator, just like all cotton shippers, they 

buy cotton and place it in our warehouse. We are just public ware
housemen. 

Senator ELLENDER. Well, whose cotton do you store there, if you 
do not store the farmers' cotton and do not buy much of it W 

Mr. BATEMAN. Our business is chiefly as a concentration plant. 
You se{', there are thousands of these small warehouses in the South
east, and the cotton man generally buys, or the cotton mill, buys cot
ton in these country warehouses, and they move it into our concen-

. tration facilities in order to get 100 bales together of even grade and 
staple. 

Senator STEwART. Is there much mill-owned cotton in your ware· 
houses now~ 
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Mr. BATEMAN. Yes; one central cotton mill is our largest cus-
tomer toda)' · · 
. Senator AIKEN. May I ask, you said, did you not, that you hav~ 
now about 400,000 bales in storage 1 Did I understand you cor-
rectly~ . · 

Mr. BATEMAN. Of Go"\'ernment-owned cotton. 
Senator AIKEN. And how much of that 400,000 bales is at ports 

and how much at interior warehouses~ 
Mr. BATEMEN. About 125,000 bales at our port plants, and there

maining 275,000, approximately, at interior plants. 
Senator AIKEN. When you made .your bid at 10 cents, did you 

specify at which warehouses-you could not specify, could you, at 
which warehouses it should be stored 1 Did that apply to all your 
facilities? 

Mr. BATEMAN. Yes; all that we bid on, all the facilities that we 
bid on. At some of these plants where we· did not want any of 
this cotton and had no stocks of Government cotton at all, we did 
not bid. 

Senator Am.EN. You mean you made an individual bid for each 
facility that you owned, 19 of them, I think 9 

Mr. BATEMAN. That is right. 
Senator BANKHEAD. How much cotton did you get at that time 

under the bid 1 
Mr. BATEMAN. About 150,000 bales. 
Senator: BANKHEAD. How much of it went to the ports¥ 
Mr. BATEMAN. Practically none, Senator. I would say less than 

10,000 bales. I believe less than 5,000 went to the ports. 
Senator ELLENDER. What is your rate of storage on cotton that 

you have in your warehouses, other than the Government cotton? 
Mr. BATEMAN. Senator, there is so much confusion in this testi

mony here, I would like to see if I cannot make a clear statement 
on that, of all these witnesses that have been up here. You cannot 
get a bale of cotton in and out of their plants for less than 50 
cents a bale, ranging on up as high as 75, 80, and 85 cents. 

Senator ELLENDER. Even the Government-owned cotton~ 
Mr. BATEliAN. I mean-you were speaking of the cotton owned by 

the farmer, not in the Government loan, and the Government ha.s 
nothing to do with. You cannot get cotton in and out of these 
places at the prices that have been stated here. For instance, I 
charge you 15 cents to come in that door, but I charge you 65 cents 
to get out.. You really have paid 80 cents to get in and out; have 
you not~ . 

Senator ELLENDER. Surely . 
.Mr. BATEMAN. But if I charge you 35 cents to get in and 15 cents 

to get out, then you have adually paid less1 have you not 1 
Senator ELLENDER. Well, of course. It IS confusing, and I would 

like to have you clarify it, if you can. 
Senator "STEWART. You are trying to develop the thought right 

there, are you not~ 
Mr. BATEMAN. Yes, sir. 
Senator STEWART. Let us let him pursue that, then. 
Senator EuE!I.'DER. Do you have it here in your statement~ 
lir. BATEMAN. No; but I will be glad to give 1t . 

• 
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Senator ELLENDER. Here is an individual who represents a .con
cern that has facilities at the interior and also at the .,ports. Are· 
the greater part of your. facilities inlnnd? · • : 
· • Mr. BATEMAN. Yes, sir. . 

Senator ELLENDER. I think it would be .very beneficial. to the com .. 
mittee if you could give us in detail-! think it ought to be in there, 
Senator Bankhead-full information about these charges, particu- . 
larly the difference, if any, in the charges ,for cotton in which .the 
Government itself has entire ownership, and which the Government· 
has made loans on the cotton, and cotton that the _Government has 
not anything to do wit~. . • .. • 

Mr. BATEMAN. Yes, s1r. · • 
Senator ELLENDER. I have heard the story four or five times, and 

I have not heard it the same way from any two witnesses. There 
has always been some charge to get in and some charge to get out, 
and I would like to have it strai()'htened out. . 

Senator STEw ART. There are three different kinds of cotton stored 
in your plant? 

Mr. BATEMAN. Yes~sir. • 
Senator STEWART. Government-owned cotton, Government loan 

cotton, and non-Government cotton? 
Mr. BATEMAN. That is right. 
Senator STEWART. And that non-Government cotton is ·owned by 

the mills and others that have already bought up the cotton? 
Mr. BATEMAN. Mills, shippers, and, in some instances, farmers. 
Senator STEWART. But 90 percent of the cotton is either in the 

loan or owned by the Goverhment, I believe-at least the largest· 
percentage. · 

Mr. BATEMAN. A very large share of it; yes, sir. 
Senator STEWART. Now, you started to develop the thought a min

ute ago al<:mg the line of Senator Ellender's suggestion. 
Senator ELLENDER. Suppose you start with the various classes. It 

does not make much difference as to the order, but if you could stal't 
first with the Government-owned cotton, wherein the farmer does not 
have a thing to do with it. What is your rate and what do you do 
for the amount you charge, and ·so forth. Then, after that, get to 
the cotton on which the Government has loaned money, and third, the 
cotton belonging to mills or merchants or farmers. 

Mr. BATEMaN. All right. The Government-owned cotton first. 
Our rate averages about 10 cents on all of that cotton. 

Senator BANKHEAD. You are speaking of your cotton now? 
Mr. BATEMAN. Yes, sir. · 
Senator ELLENDER. What service do you give for that 10 cents~ 
Mr. BATEMAN, Well, Senator, we give about the same-we give ap-

proximately the sam(! service that the men give that get 12% cents. 
Senator ELLENDER. What is that? In other words, you have the 

cost of receiving1 
Mr. BATEMAN. Receiving, weighing, sampling if desired:. 
Senator ELLENDER. And if it is not desired, or if it is desired later, 

do you charge for that, or is that included in the 10 cents~ 
Mr. BATEMAN. That is included in the 10 cents, i£ it is sampled on 

arrival. 
Senator ELLENDER. That 10 cents is charged for the cotton coming 

in and going out~ Am I !ight? . 
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In other words, there is no charge to take the cotton out~ When · 
you say "10 cents" you mean that is the whole charge~ · 

Mr. BATEMAN. 10 cents per bale per month is the storage rate. 
Senator WILLIS. Does that include insurance? 
Mr. BATEMAN. Yes, sir. • 
Senator BANKHEAD. That does not include handling out, does .it 1 
Mr. BATEMAN. Yes, Senator, that includes handling out to loca-

tions where the compression is worth nothing. 
Senator BANKHEAD. Now, you have brought up another phrase 

there, "where the compression is worth nothing." What do you mean 
by that? · 
'Mr. BATEl\IAN. Well, if we have compressed the cotton, we collect 

whatever saving accrues to the shipper of the cotton. 
Senator BANKHEAD. How can you save that 1 
Mr. BATEMAN. It is in the freight rate tariffs. 
Senator BANKHEAD. You collect that from the Government~ 
Mr. BATEMAN. Well, the GoYernment is rarely ever the shipper of 

the cotton, Senator Bankhead. If the Government shipped it and 
saved money on it, we would collect it, yes, jugt as is the practice in 
the 1\Iississippi Valley and the Southwest, to collect their full com
pression charge on all cotton. 

Senator BANKHEAD. Now, in answer to the question about what 
Fervice you rendered, you say you put it in the warehouse, insure it. 
Now, what do you get when it is moved oun 

Mr. BATEMAN. If there is a mill in the town where the cotton is 
located, we get nothing more. If it moves to Canada, we do. 

Senator BANKHEAD. How many places are there where you have 
got mills in the to-wn~ 

Mr. BATEl\IAN. ·There is a mill at Guntersville, I believe. 
Mr. REED. Are you talking about Government-owned cotton~ 
Senator BANKHEAD. Yes, he is supposed to be. 
Senator ELLENDER. That is No. 1, Government-owned cotton. 
Senator BANKHEAD. That is all I am asking you about. 
Mr. BATEl\rAN. There is a mill at Birming-ham, one very near Mont

gomery, one at Tallapoosa, at Cedartown, Rockmart, Atlanta, Macon. 
I believe there is one in Albany, Athens, Augusta, Ga., and Green~ 
ville, S. C., and Charlotte and Raleigh, N. C.-every place on this 
list except Savannah, Pensacola, Mobile, and Dothan. 

Senator BANKHEAD. Where the mills buy the cotton, you get noth-
ing for moving it out~ 

Mr. BATEMAN. Well, anybody that buys cotton. . 
Senator BANKHEAD. Whether there is a mill there or not 1 
Mr. BATEMAN. If it is delivered to a mill where the compression 

is not worth anything to them, where they do not want it compressed. 
Senator BANKHEAD. I am trying to get· at what you get for mov

ing ('otton anywhere you move it. Just give us a statement on that 
now. You volunteered to furnish this statement, now furnish it. 
Give us what you get under different conditions. Are you holding 
back anything~ 

Mr. BATEMAN, No; not a thing. 
Senator BANKHEAD. Do you understand me~ Are you able to 

li!Hlt•rstautl my question~ 
2M!!i:!-4J-:!l 
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Mr. BATEMAN. Is it your impression that I am holding back 
something~ 
Sen~ tor BANKHEAD. You are waiting ~bout a~swering, as though 

you d1d not understand me. I am not nnpugmng your motives at 
nll. · 

Mr. WHITE. If the cotton mon•s to a point in Canada-you started 
to say. 

Senator BANKHEAD. Now just go ahead and list them. What are 
the different ways you move it out and what do you get for it, Mr. 
Bateman~ I am trying to get your income. 

Mr. BATEMAN. We get 10 cent~ per bale per month for each month 
it remains in storage. 

Senator BANKHEAD. What else do you get? 
Mr. BATEMAN. That is all we get except the compression, if it is 

worth anythin-'1:. 
Senator BANKHEAD. Thirty cents a bale? 
Mr. BATEMAN. No; that is in the proposed contrntt. Our com

pression charge now is 50 cents a bale. 
Senator BANKHEAD~ You get 50 cents a bale t Then 1 lo you get 

anything else~ 
Mr. BATEMAN. No, sir; that is all. But we do not get the 50 

cents if it is not worth anything to the purchaser. 
Senator McluLLAR. Do you include. insurance? 
Mr. BATEMAN. Yes, sir. 
Senator STEWART. What do you mean when you say yon get 50 cents a 

bale for compression "if it is worth anything'(" 
1\Ir. BAmiAN. If there was ·a cotton mill located in the town from 

'rhich we ship the cotton, the compression would be worth nothing. 
There is no spread in the rate. If it is moved 100 miles there is still 
no spread in the rate. It is worth nothing. If it is moved to Canada, 
for instance, there is a spread of 15 points in the rail rate between com
pressed and uncompressed cotton, and we would then collect. 50 cents, 
our compression charge. 

Senator RussELL. Mr. Bateman, I think we are all a little bit con
fused about this cotton and the charges you get by differentiating 
between the cotton to which the Government still has title, and cotton 
that is going to Canada. · 

In the case of cotton going to Canada, that is not Govemment cotton. 
Title has passed out o£ the hands of the Government before it goes 
to Canada, has it not? . 

Mr. BATEl';IAN. Well, the Government does not pay this compression 
charge. · 

Senator RussELL. That is what I am trying to get at. 
:Mr. BATEMAN. The buyer of the cotton pays it. 
Senator RussELL. That is exactly what I am trying to get at. S() 

th(' Government does not pay for this compression~ 
:Mr. BATEMAN. No, sir. 
Senator RussELL. Have you compressed any cotton for the Govern-

ment so that you could increase your storage facilities 1 
Mr. BATEMAN. Yes, sir. 
S('nator RussELL. Who paid you for that~ 
Mr. BATEMAN. Nobody. 
Senator STEWART. Unless you pick it up out of the man you sell 

it to. 
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Mr. B.<Ti.MAN .. That i~ right. 'Ye only have the right to pick it up 
out of the man we sell it to. 

Senator RrssELL. So the Gorermnent then does not pay any com
PI~ssion charge~ 

Mr. B.\TEM.\N. No. sir. 
t-;(lnator Rrs~<EU .. Does the 10-~ent per bale per month ave~age-do~s 

that con•r all costs that are paid to you by the Comn.10d1ty Cred1t 
Cm·poration? 

Mr. BATEMAN. Yes. 
S<·Jllltor RussELL. Th<>u thi:- compre~sion fee only accrues in the

ennt the Commodity Credit Corporation sends the cotton to some 
mw at some point that is far enough removed so that the freight rate 
will be 11 ffettell bv the compression? 

Mr. lhTEluN: Yes, sir; that is it. If it is worth a nickel I get a 
niekel; if it is ·worth 50 cents. I get 50 cents. 

SPnator ELLENDER. Why does not the Government get the benefit 
of that difference? Why do you get id 

Senutor RrssELL. Beeause he compressed the cotton. 
Senator ELLENDER. No; but this is cotton, as I understand, that is 

com pres~Nl, on which vou get the 50 cents if it is shipped far away, 
and whether ~·ou compi·ess it or not, you get the 50 cents. Am I right 
in that~ 

Mr. BATEMAN. No, sir; that is true out in the West. These big 
eomrn·pss chains that have bel:'n up here testifying, they get 50 cents, 
60 cents, 75 cl'nts, whether .they compress the cotton or not. 

Senator ELu::sntR. But m your cast', suppose you get compressed 
cotton in yonr wnrehonse--

Mr. DATEJ\IAN (interposing). Get .it already compressed? 
Seu!ltor EtLEXm·:n. JJre<tdy compressed. Now, you get storage 

fr ,,, the Gowrnment at the rate of 10 cents per bale? 
Mr. BATEMAX. That's right. 
St>nator ELLF.NDER. If that compressed cotton is shipped, let us say, 

to Canada. and there is a differential such that you can make this 50 
eents, do vou collect that 50 cents1 

Mr. B . .\TEII£AN. No, sir; not unless we perform the compression 
service. 

s(liJator ELLF.NDER. Does the same thing apply to cotton that you 
ship lo<'nlly? Suppose you do compress it, do you get paid for it 
right then und there, whether it is shipped or not~ 

~Ir. BATEMAX. If we compress the Government cotton in our plant 
and it is shipped locally, we get nothing. 

SPtmtor STEWART. Just 10 cents a month 1 
~Ir. BAn:MAN. Except the 10 cents receiving charge. 
St-nntor ELLENDER. You do not get any fee for compressing the 

cntt(ln then t · 
)Jr. BATEMAN. No. sir. 
SE'nator )kKELLAR. How much of vour holdings in the warelwuse 

is t'Oll1))l'(>s_-;ed a111l how lllUCh is not COmpressed~ 
)h·. llATDIAX. How much of our stock, Senator¥ 
Senator llcKELLAR. Yes; how much of your stocks in all these 

towns where vou sav thev have mills· like Guntersville Birmin!rlmm 
' • • • ' ' e 1 .o.t!ont~omery. Tallapoosa, and so on, how much of that is compres..;;eJ 
cottonY · 



320 REGt'LATE WAREHOUSING OF COTTON 

Mr. BATEMAN .. There is about 80 percent of it compressed, Senator 
McKellar. And I would like to add that in the compresses through.: 
out the Mississippi Valley and the southwest, I believe that prac
tically all of the cotton is c~mpresse<l; I think Mr. Taylor testified 
here that practically all of h1s cotton IS compressed. 

Senator ELLENDER. Then you get a compression fee of 50 cents a 
bale on practically 80 percent of your cotton? 

Mr. BATE:t\-IAN. No; not bY. any means. I doubt if the compression 
revenue from that cotton w1ll average 25 cents a bale. 

Senator BANKHEAD. If you do not get paid for it, why do you 
compress it? 

Senator ELLENDER. That is what I would like to know. 
Mr. BATEMAN. We compress it, just as l\Ir: Taylor of the Federal 

testified here, for the conservation of sp[tce. 
Senator STEWART. Do you profit from thaH Is it to your advan

tage to do that, whether you get paid for it or not-to compress it~ 
1\Ir. BATEMAN. Senator, it is a whole lot cheaper to compress a 

bale of cotton than to build space for a bale of cotton. 
Senator BANKHEAD. That means when your capacity is exhausted~ 

Compression is of no value unless your capacity is exhausted? 
Mr. BATEM.!N. There are two reasons for compressing it. One is if 

your capacity is exhausted. That is not our case, though. We gen
erally compress our cotton so that the other cotton that we handle in 
our plants, we will have more space to handle it in, because the less 
congested you are, the cheaper your operations are. 

Senator STEw ART. You can. store about twice as many bales when 
it is compressed, can you not? 

Mr. BATEMAN. Not quite twice. 
Senator STEW ART. About 40 percent more~ 
Mr. BATEMAN. That is about right; yes, sir. 
Senator STEWART. Do you think, then, that we have been getting 

gypped when we pay the warehouseman for compressing cotton? If 
it is to his advantage to compress it so that he can save space and. 
enable him to store more bales of cotton, why should the Govern
ment or the farmer or anyone else pay the warehouseman for com
pressing cotton? 

~lr. BATEMAN. Well, I thi~k some of those things, Senator, are 
gomg to have to be corrected m these warehouse practices. 

Senator STEW ART. You mean by that that you think the time is 
coming when they should not charge for compression? 

Mr. BATEMAN. No, sir; I do not say that. The compress has got 
to collect its compression charges, but I think we are going to see 
the time when these compresses are not going to be able to collect their 
full compression charge, whether or not they perform the service. 
I do not think that is right. 

Senator BANKHEAD. Do you know anybody that does that~ We 
had it up here the other day, and it was stated that nobody collected 
unlesi3 they compressed. Have you got proof that they do collect~ 

.Mr. BATEMAN. It is in the tariff of the compress company. 
Senator BANKHEAD. That does not mean that they pay it. I would 

Jike to get thnt information. The statement was made here by the 
representative of one of these companies that they did not collect 
anything unless they did the compressing. -



REGl'LATE WAREHOt:SlXG OF COTTO~ 321 

Mr. BATEMAN. The Commodity Credit Corporation does not ship 
cotton, generally speaking. It. is ~old ~y them to. some cotton firm. 
It is bought from the Commodity Credit Corporation. 

Senator BANKHEAD. We are talking about what the Government 
pays now. 

Senator STEWART. Still on No. 11 
~enator BANKHEAD, Do you claim that th~ -Government pays for 

the compres8ing of any cotton that is not compreS$ed! I under
stood your statement to mean that. You said it had to be collected. 
Do you claim that the Commodity Credit Corporation .paid for the 
compressing of any cotton that was not compressed! 

Mr. BATEliiAN. i do not think they have had any occasion to pay 
for it. · 

Senator BANKHEAD. Yon said just a little while ago that the 
compresser people were paid for it. 

Mr. BATEMAN. The tariff gives the compress company the right 
to collect for it. 

Mr. WHITE. Does that compel compression, Mr. Bateman~ 
1\Ir. BATEMAN. It has the practical effect of compelling compres

sion of the cotton in the plant in which it is stored. In other words, 
the purchaser of that cotton or the Commodity Credit Corporation, 
or whoever it might be, could not take the bale very well across 
the street, if this man's competitor was willing to compress it a. 
little cheaper. 

~enator BANKHEAD. Mr. Bateman, your shtement implies that the 
compression is charged against the Commodity Credit Corporation, 
a Government agency, that they have been paying for compression 
when there was no compression. Now, did you mean that or did 
you not mean it¥ 

Senator RussELL. I understood the witness to say the Government 
did not pay for any compression. 

Senator BANKHEAD. No; he said they had collected it, that the 
Government was paying for it. He savs now it is paid through the 
tariff, whether it is compressed or not. • · 

Mr. BATEMAN. SPnator, I merely mean that these flat delivery 
charges in these tariffs are wrong as they ap:ply to everything. As 
you know, the Commodity Credit Corporatwn has not marketed 
anv cotton. 

8enator BANKHEAD. They have not paid for any that they did not 
ha~e compressed, have they? If anybody has done it, it has been 
private buyers? 

:Mr. BATEMAN. That is correct. 
Senator B.\N"KHEAD. That is what I want to get. 
Senator MciU:LLAR. Do you k1~ow of any instance of where private 

buyers have pnHl for compresswn where there had not been any 
compression 1 

.\fr. BATEMAN. Private buvers have told me that they were forced 
to do it. · 

Senator :\!cKEILAR. Whereabouts, and who were they~ Let us 
run that down a little. 

l\Ir. _ll.\1'EMAN, Senator l\IcKellar, one man in particular that I 
recall 1s .Mr. Thornton Clark, of the firm of Clark & Kahn Mont-
gomt>ry, Ala. ' 
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·Senator McKEi:.LAR. He told you that they had to pay.:-..:that his 
firm had to pay for compression when it was not compressed, under 
this tariff 1 

Mr. BATEMAN. The cotton was compressed. . 
Senator McKELLAR. Wa.it a minute. I am not asking that. 
Senator 1\IcK.Eu.An. Did Mr. Clark tell you that he, as a farmer, 

had to pay for the compression of cotton when the cotton was not 
compressed~ Just answer that yes or no. . · 
. Mr. BATEMAN. No, sir; but you are confusing the question. 

Senator McKELLAR. Oh, no1 I am not confusing the question. I 
asked you the question, and It is very plain. I asked· you who it 
was told you he had to pay for compreseion when the compression 
was not done, and you told me Thornton Clark, of Montgomery, 
told you he had done it. Wh('n I ask you specifically, you say "no." 
Now, what do you mean for us to .belieYe? 

Mr. BATEMA~. Senator, you are insisting on asking a question 
like, "Have you stopped beating your wife~ Answer, yes or no." 

Senator ELLENDF..R. Explain' what yon meant. · 
Senator McKELLAR. Explain what yon meant. I. would not haye 

you do anything like that for anvthing in the world. I just asked 
you a plain question. • 

Mr. BaTEMAN. I meant, Senator, that the compression was not 
worth anything to the shipper of the cotton. 

Senator McKELLAR. Oh, but what we are talking nbout is the 
tariff provision which allows the compression-a man to charge com
pression fees when he does not compress the cotton, and you said that 
it was done and gave as yotlr authority Mr. Thornton Clark, of 
Montgomery, Ala., who told yon so. Now you are now saying 
that he did not tell you that but told you something• else. Whnt are 
the facts about it~ 

:Mr. BATEMAN. Senator, what is the difference if the cotton wns 
compressed or not, if the compression was worth nothing to him~ 

Mr. WHITE (interposing). And the fact that you were largely com
pelled to take it in compressed form, is thnt what you mean~ 

.Mr. BATEMAN. Yes. 
Senator McKEu.AR. I do not understand you yet. You may 

l1ave a language of your own or a meaning of your own, but I am · 
unable to conceive what you mean. Then Mr. Clark did not tell you 
that he paid charges for compressing cotton that was not compr~'Sed ~ 
, Mr. BATEMAN. No, sir; he paid charges for cotton that was com
pressed, but the compression was worth nothing to him. 

Senator McKELLAR. Why was it worth nothing to him 1 
Mr. BATEliAN. Because he trucked it to a mill very close by. 
Senator Mc'K.ELLAR. Do you know whether he ordered It com-

pressed~ 
Mr. BAmiAN. No, sir. That was the point. 
Senator McKELLAR. He did not order it compressed but it was 

compressed and he was charged for it, is that the idea~ 
. Mr. BATEMAN. That is correct. 

Senator BANKHEAD. The farmer's cotton~ 
Mr. BaTE!olA:X. Yes, sir; or cotton in which the farmer had an 

interest. 
Senator BANKHEAD. Did he compress it after he bought it from 

the farmer or before he bought it? 
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Mr. BATEM.\N. Before he bought it. · · 
Senator BANKHEAD. When he bought it then it was already coin~ 

pressed~ 
.Mr. BATEMAN. My point, Senator Bankhead, is that the compression 

acted to the benefit of the warehouse, not to the benefit of the cotton 
shipper that purchased it. 

Senator BANKHEAD. That would have given them space, would it 
not, whether it inured to anybody--. 

Mr. BATEM.\N (interposing). That is right, but if the warehouse 
has a right to collect for it-

Senator STEWART (interposing). The question is whether or not 
he had been given any real bendit from the charge upon the com
pression? 
. Mr. BATEMAN. Yes. sir. 

Senator STEWART. llow would he hare gotten the benefit? 
Mr. BATEMAN. He would ha,·e gotten a henefit had he shipped the 

eotton to a far distant point where the difference in the rail rates 
was \vorth as much or more than the compression. But if he ships it 
close by, you see, there is absolutely no benefit to him. 

Sena~or W1ws. Would you ngree to this, that compression is an 
economic advantage to the warehouse owner, and thel'l' should be no 
advantage aceruing to him gre.ater than to the owner of the cotton¥ 

Mr. BATEM.\N. No, sir; I would not make that statement. I think 
the warehouse is entitled to the charge for the compression to the 
extent that the compression is worth something--

Senator ELLENDER (interposing). In freight rates~ 
Mr. BATEMAN. In freight rat~_>s, but where it is worth nothing and 

the warehouse is presumably benefited by the compression, then I 
do not think the warehouse is entitled to anything. 

Senator McKELLAR. You haYe a record in all these-the various 
warehouses of yours, how many hales of {'()tton you have comprl'ssed, 
have you not~ · 

Mr. BATEMAN. Yes, sir. 
Senator McKFLLAR. Would you mind giving us the figures of 

how many you have collected on for compression~ You can do that, 
can vou not~ 

Mr. BATEMAN. Yes, sir. 
Senator McKELLAR. Will you furnish those figures for the record~ 
Mr. BATEMAN. I will be glad to furnish them. I would like to 

ask, Senator, that you ask all these other people that have testified 
here to furnish the same information. 

Senator McKELLAR. Very well, I will-
Senator B.\NKHEAD (interposing). I am not going to ask them

require them to do that unless you put a witness back on the stand; 
some of them may have gone home. 

Senator McKELLAR. You are testifving about vour mutters. about 
the!'e various matters. What I am asking you to do-l do not think 
you ought to put a condition on it-all I am asking vou to clo is 
simply t'o gin• this committee the facts, whether you have gotten paid 
for the compressing of cotton thnt vou have not clone in your ware
house, or whether J'OU have gotten paid for only a part of l.t, and if a 
part, whut is it. That i~ ,·ery simple. Yon are willing to do that? 

Mr. BATUU.N. Yes, :-tr. 
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Senator BANKHEAD! Did not the witness say they got paid 25 cents 
a bale on all bales~ · 

Mr. BATEMAN. I said I thought it would average-some
Senator BANKHEAD. Some you got paid for, and you did not get 

paid for others ? 
Senator ELLENDER (interposing). As I understand your testimony, 

if you do furnish the committee a statement it will show that you 
made no charge for compression except where the cotton was shipped 
so far that it was a benefit through the freight rates? 

Mr. BATEMAN. Yes, sir. 
Senator ELLENDER. Now I know this, that the record is abundant 

with testimony, as I recall it, where the charge was made for com
pression, whether or not there was a saving in freight rates. As a 
matter of fact, I asked that specific question of a witness and it wao; 
stated that the farmer or the shipper saved by having it compressed 
because of the lower freight rates. As a matter of fact, it is in the 
record that the saving was 40 cents per bale. Now it turns out that 
there is no advantage in the compression unless it is shipped as far 
as Canada-

Mr. BATEMAN (interposing). No; that is not right. 
Senator ELLENDER. How far-about how close would it be~ 
Mr. BATEMAN. The compression becomes beneficial generally when 

you get up to around 350 to 400 miles, that is the full compression 
advantage; then it ranges down to nothing. 

Senator ELLENDER. In other words, over 400 miles, if cotton is 
shipped over 400 miles from one point to another in the United States 
or anywhere else, then that will absorb the cost of the compression? 

Mr. BATEMAN. That is generally true· yes, sir. 
Senator ELLENDER. And if it is less than 400 miles, then-
Mr. BATEMAN (interposing). It will scale on down. You see, as 

your mileage drops, your saving drops. . 
Senator ELLENDER. As it increases, the saving comes in~ 
Mr. BATEMAN. That is right. 
Senator MclliLLAR. You testified from your recollection that about 

80 percent of the cotton in your compresses here that you have testi
fied about, has been compressed, and that you have collected on about 
25 percent-

Mr. BATEMAN (interposing). No, sir; I did not make that state
ment. 

Senator McKELLAR. Oh, you did not. Well, I misunderstood you 
then. 

Mr. WniTE. Your statement was that, on that on which you had 
(~ollected it would average about 25 cents. 

Senator McK.ELr..:\.R, He said a bale. 
Mr. BATEMAN. You said I had collected on about 25 percent of it; 

that is your statement. 
Senator McKELLAR. What did you mean, 25 cents a bale~ 
Senator BANKHEAD. Average. 
Mr. BATEMAN. I said that in our experience on cotton moving out 

of our plants, that the average haul on it would be about such that 
the compression would be worth not over 25 cents per bale. 

Senator :McKELL.!R. Well, you give us the figures and we will work 
out how much it is worth to you. You just giYe us the figures and 
we can fix that up. 
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Senator AIKEN. :Mr. Bateman, for the benefit of some of us who 
do not know much about the handling of cotton, can you give us an 
estimate of the actual cost of compressing a bale of cotton, not 
counting overhead expenses, such as salaries of the corporation's 
officers, and so forth ~ 

Senator BANKHEAD. I think that is a good question. 
S3nator AIKEN. That will help a whole lot if we know about what 

it costs in power and men to compress a bale. 
Mr. BATEMAN. Senator, we have those cost figures available in the 

office and I will be glad to furnish them to the committee when I get 
home. It is hard to furnish that correctly, offhand. 

Senator BANKHEAD. Do you know approximately what it would 
be, without being able to clearly state any specific ones? 

Mr. BATEMAN. Just what would that include, Senator Bankhead1 
Senator BANKHEAD. The same as the Senator included in his ques

tion. 
Senator AIKEN. The labor, the men employed in the actual work of 

compres!-jing, and the power which it would take. I presume there 
will be a lot of overhead on the machinery, and a lot of depreciation. 
I do not care about the compressor itself. 

Senator BANKHEAD. You would include e\·erything but the capital 
investment'? 

Senator AIKEN. Exduding the vice presidents' salaries and ex
pe.nsPs of that nature. 

Mr. BATEMAN. And taxes and llepreciation, those items, eliminating 
those, just out-of-pocket costs? 

Senator AIKEN. Just out-of-pocket costs. 
1\Ir. BATEMAN. Labor, power, repairs, we will say 1 
S~>nator AIKEN. Yes; just as if they were owned by an individual 

in the neighborhood, rather than a corporation. 
Mr. BATEMAN. I would say that the out-of-pocket expenses for 

compressing a bale of cotton would be roughly 25 cents a bale. 
Senator AIKEN. How many men are there in the crew that work on 

this job1 
.Mr. BATE?tiAN. It varies as to the volume. If you are compressing 

in volume-
Senator AIKEN. How long does it take~ 
1\Ir. BATEl\IAN. About 18 to 20 men. 
Sena(or AIKEN. How long does the operation itself take to com

press a bale . 
. Mr. BATEMAN. Well, you should be able to compress 100 bales an 

hour. 
Senator Anu:N. It is not taken apnrt, or is it? Is the standard 

bale or the flat bale taken apart before it is compressed? 
Mr. BATEMAN. Ko; the bands are removed and it is placed in the 

pressing machine and compressed. 
Senator AIKEN. Squeezed up? All the bnling I know about is 

hay baling. 
. S<'nntor McKELLAR. Cou.ld you give the approximate cost, includ
mg the expense of every kmd--
. Senator BANKHEAD (interposing). Fairly chargeable to compres

swn, you mean owrhead, depreciation, interest 1 
Mr. BATE::\IAN. Senator, I do not know how you would arrive at 

such a figure, becnuse of the volume. I menn, it'is just a question of 
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how much of your overhead you are going to allocate to compression, 
how much to sampling, how much to storage, and so forth, and then· 
there is the question of volume, as to how much cotton you nre going 
to spread that overhead over. If you bring these overhead items into 
it, yon J!et into a canebrake that you will never get out of. 

Senator AIKEN. Do you compress some of this cotton that comes in 
in anticipation that the buyer will want it compressed? 

Mr. BATEMAN. Yes, sir. 
Senator AIKEN. Yes; that is right. 
Senator McKELLAR, When you compress it in anticipation that the 

buyer will want it compressed, when you sell it to him do you include 
the compressing charge Y 

Mr. BATEMAN. Only to the extent that it is worth something in the 
freight rates. 

Senator McKELLAR. And that will show in your statement that yoLl 
are g9ing to make for us 1 

Mr.'BATEMAN. Yes, sir. 
Senator McKELLAR. It will, will it 1 
Mr. BATEMAN. Yes, sir. 
Senator ELLENDER. Now, in justice to the witnesses who testified 

about eharging for this compression, is not there this difference be
tween the southeastern compresser and the southwestern, in that 
most of the cotton that is compressed in the southeastern part is 
usually-for instance, let us say, States like Texas and Oklahoma, 
the testimony is that 90 percent of it is destined for foreign shipment, 
and the charge would accrue to those only at the ports; whereas, in 
the southeastern part, the fac't that you have so many mills in the 
towns where these fadlities are located, that the compression would 
thf'n inure to the benefit of the warehouseman~ 

l\fr. BATEMAN. Generally that is tme, and that is why we do not 
collect for that. 

Senator ELLENDER. And that is really the difference then between 
the two localities, is it not, and that is what would cause the difference 
I have just indicated 1 

Mr. BATEMAN. That is correct. 
Senator .McKELLAR. Now, may I ask you if there are not a gootl 

many mills within 100 miles of Savannah, Ga.-cotton mills'? 
Mr. BATEl\£AN. What is your question, Senator? 
Senator .McKELLAR. If there are not a good many cotton mills, that 

nuumfacture cotton or that use cotton to manufacture goods, within 
100 miles of Savannah, Ga.~ 

1\Jr. BATEMAN. No, sir. 
Senator McKELLAR. There are not. And there are in Guntersville, 

Ala.'l 
.Mr. BATF.M.AN. Yes, sir. 
Senator McKELLAR. And at Attalia, Ala.? 
Mr. BATEMAN. Yes, sir. 
Senator McluiL:\R. Birmingham, Ala.~ 
Mr. BATEMAN. Yes, sir. 
Senator McKELLAR. And Montgomery, Ala.? 
Mr. BATEMAN. Yes, sir. 
Senator McKELLAR. And Tallapoosa, Ga.? 
Mr. BATEMAN. Yes, sir. 
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Senator MoKELL~R. And Cedartown and Rockmart, Ga.¥ 
~{r. BATEMAN. Yes, sir. · 
Senator McKELLAR. Atlanta, Ga.~ 
Mr. BATEMAN. Yes, sir. 
HE'nator McKELLAR. Macon, Ga.~ 
Mr. B.\TEMAN. Yes, sir. 
Senator McKELLAR. Albany, Ga.? 
Mr. BATEMAN. Yes, sir. 
Senator McKELLAR. Augusta, Ga.1 
Mr. BATEMAN. Yes, sir. 
Senator McKEI..LAR. Greenville, S. C.~ 
~Ir. BATEMAN, Yes, sir. 

· Smator McKELLAR. Charlotte, N. C.~ 
.Mr. BATEMAN. Yes, sir. 
Senator McKEI,LAR. And Raleigh, N. C.~ 
Mr. BATEMAN. Yes, sir. 
Senator McKELLAR. Now, there are only four places where you 

have compresses where they han> to ship it more than 100 ~liles,,th~t 
is Dotham, Ala.-I am wondering whether there are not nulls w1thm 
100 miles of Dotham, Ala.-are there not~ 

.Mr. BATF.:IrAN. Some; yes, sir. 
Senator McKELLAR. And I am not sure but what there are at 

Mobile and Pensacola, are there not, within 100 miles~ You said 
you did not have to compress it if it was within 100 miles-

Semttor ELLENDER. It did not pay to compress it. 
Senutor .McKELLAR. It did not pay to compress it il it was within 

100 miles. Now, there are mills within 100 miles of Mobile, Ala., 
and P('nsacola, Fla. It has been some tin1e since I have been 
down there, but I think I remember mills at Columbus, Ga., which 
is not very far from either Pensacola, Fla., or Mobile, Ala., and there 
are mills even closer than that, are there not¥ 

)fr. BATEllAN. I do not think there are, but I think the point is 
int>le-rant.. Let us assume for the sake of argument that there are. 

Senator )fcKELLAR. Then a compress in your neighborhood does 
not mean so much to you, does it-

Renator ELLENDER (interposing). Except to hin1. 
Senator )fcKE.LLAR. Except to you . 
. Mr. BATEMAN. Well, Senator, you must realize that cotton does 

not always move to the nearest mill. 
Senator McKELLAR. Not necessarily, but you said that as a rule 

it was unnecessary to compress it within the radius of 100 miles of 
towns-and you gave the towns where they use it. Now, of course, 
I know they will not always use it at the nearest mill, but within 
100 milPf' radius you will find mills in any of the towns that you 
ar·~> in, in my judgment. 

Mr. WHITE. :Mr. Chairman, may .Mr. Bateman finish his state
ll](lllt ~ I am keeping an eye on that 12 o'clock deadline. 

S£>nator McKELLAR. I am willing for him to complete it. How 
fnr were you~ · 

~c·uator· ELLENDER. He gave those rates on Government-owned cot
ton ut 10 rents: how about the Xo. 2 class, where the Government 
)o:uwrl the cotton-loaned on the cotton l 
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Mr. BATEMAN. I wonder if the Senators will let me finish my state
ment, and then I will stay here just as long as yon want to question· 
me. 

Senator MoKELLAR. We. are not arguing about that. Senator El
lender has asked you a very proper question, .what is your charge 
on the cotton· which the farmers hold? Your charge, you say, for 
Government-owned cotton is 10 cents; now, what is your charge 
on the cotton that the farmer still has an interest in? That is 
easy to answer, because you certainly know it. 

Mr. BATEMAN. I wonder if you will let me finish my statement. 
Senator McKELLAR. I wonder if you will answer the question that 

Senator Ellender and I both have asked you~ Have you got any 
reason for not doing it ~ 

Mr. BATEMAN. No, sir; I will be glad to answer it for you, but I 
want to amplify my statement, that is what I mean. 

Senator McKELLAR. You may amplify all you wish. Go ahead. 
Mr. BATEMAN. Our usual charge for the cotton in which the farmer 

does or does not-you mean--
Senator ELLENDER (interposing). Government loan cotton, where 

the farmer still has an equity or interest, where it is still his cotton, 
he simply borrowed money on it. 

Mr. BATEMAN. It is the same as the other. 
Senator ELLENDER. Ten cents? 
Mr. BATEMAN. That is right, except on the current season cotton, 

and there is j];lst a little bit of that in the warehouse-! think in our 
plants 2,000 or 3,000 bales, but there we make the charge as per the 
warehouseman's certificate and waiver, but that is an insignificant part 
of our stocks. 

Senator McKELLAR. What do you charge the third class, that is, 
the farmers themselves who bring cotton to you for warehousing~ 
You warehouse that kind of cotton, too, do you not~ 

1\fr. BATEMAN. Yes, sir. 
Senator McKELLAR. What proportion of that cotton goes to your 

warehouse? 
Mr. BATEMAN, Senator, to get a bale of flat cotton in and out of 

our plant, including 1 month's storage, is 50 cents. 
Senator McKELLAR. I am asking you what do you charge the 

farmer, the produced 
Mr. BATEMAN. I just said 50 cents. 
Senator 1\fcKELLAR. Fifty cents. 
1\fr. BATEMAN. Now let me amplify. You promised to let me 

amplify. ' 
Senator McKELLAR. Surely. 
Mr. BATEMAN. To get a bale of flat cotton in and out of the Fed

eral Compress & Warehouse Co. costs 80 cents. 
Senator McKELLAR. I am only concerned at the moment about 

yours. What do you want to amplify~ You said you charged 50 
cents a bale. . 

1\fr. BATEMAN. I am trying to get the point over to this committee 
that this talk about 15-cent rates to the farmer, all this testimony 
that is put up here is not correct. I do not think you were in the 
room when I said to Senator Ellender, "If I charge you 15 cents to 
come in that door, Senator, and 65 cents to go out, you would be 
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worse off than if I charged you 35 cents to come in and 15 cents to 
go out." 

Senator BANKHEAD (interpoRing). That is to go in and stay in. 
Senator :McKELLAR. What do you charge the second month~ 
The first month you charge 50 cents; what do you charge the farmer 

the second month~ 
Mr. BATEMAN. Twenty cents. 
Senator :McKELLAR. And each month thereafter 20 cents~ 
Mr. BATEMAN. Right. · 
Senator McKELLAR. That is a good deal higher than you charge 

the Government, is it not ? 
Mr. BATEMAN. Yes, sir. 
Senator BANKHEAD. If you did not charge higher here, could you 

afford to take this price from the Government, the price you are 
taking? 

Mr. BATEMAN. Senator, I think competition governs what price 
you get. 

Senator BANKHEAD. I did not ask you that. Now, please, sir, you 
are charging one price to some people and another price to the Gov. 
ernment. I asked you if you did not get any more from the other 
people than you get from the Government, could you afford that~ 

Mr. BATE~UN. I might like to get more; I do not know whether 
I could. 

Senator BANKHEAD. I did not ask you what you could get. I said 
could you make any money or stay in business without loss~ 

~fr. BATEMAN. If we lowered our rate to the farmer on his cotton? 
Senator BANKHEAD. Put everybody's cotton on the same basis as 

von have the Government's cotton~ 
• Mr. BATEMAN. We could stay in business. 

Senator BANKHEAD. Without a loss~ 
Mr. BATEMAN. We might lose some money, I do not know. We 

would have to try it, but I am only making the point that if these 
other people who have been up here are getting more out of the 
other cotton--

Senator BANKHEAD. I do not think there is any argument about 
that. 

Mr. BATEMAN. Than they are out of Government cotto1i. 
Senator BANI<:HEAD. It Certainly shows something is necessary all 

along the line in order to carry GoYernment cotton at the rate they 
are carrying it, whoever is doing it, to my mind. 

Mr. WHITE (interposing). Is that Government cotton cheaper to 
hnn!lle, Mr. Batemtm ~ 

Mr. BATEMAN. To get a bale in and out of your warehouse is not 
n{'cessnrily any cheaper, but the income per bale that you would 
ewntually get on the whole is larger on the Government cotton than 
it is on the other cotton. 

Senator BANKHEAD. The net, in other words. 
:!lk BATEMAN. Well. Senator, you see these plants that are storing 

tl,is Hl34-:l5 cotton have collected probably more than $10 a bale stor-
8[!(" on that. 

St>nator BANKHEAD. Go ahead. I think we all agree that if you 
did not han' the Government cotton you would have to cluuge 'the 
farmers more. Go ahead, that seems to be agreed by all around. 
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Mr. BATEMAN. 1 do not believe we could charge them more. 
Senator BANKilEAD. You would have to. 
Senator McKELLAR. You are doing it now. 
Mr. BATEMAN. No; because there is as much competition--

. Senator BANKHEAD (interposing). I do 11ot see what that has to do 
with it. 

Senator ELLENDER. Mr. Bateman, there are quite a few ·witnesses 
who testified-

Senator BANKHEAD. Let ns not argue with him. 
· Senator ELLENDER ( continui11g). Here that this 15-cent charge 
wus the same for Government cotton, whether it was Government 
owned or Government-loan, or farmer owned, and that is just the 
point we are trying to develop now-that to further reduce the Hi-cent 
charge would mean, if you took the Government cotton away. from 
them, they would have to charge more than 15 cents. That IS the 
thing I am trying to verify. 

Senator BANKHEAD. Go ahead. 
Senator McKELLAR. Are we going to adjourn at 12 o'clock. 
Senator BANKHEAD. I do not know. 
Senator McKELLAR. Go ahead. 
Mr. BATEMAN. And ~n the final analysis, only a trickle of cotton 

actually moved and savmgs of some $10,000,000 a year accrued tG tax
})ayers and cotton producers. 

Senator McKELLAR. What page are you reading from~ 
Mr. BATEMAN. Page 3. 
Senator McKELLAR. I see. 
Mr. BATEMAN. Now they are here in the role of helping the farmer 

in support of a bill which seems to me to be designed to prevent com
petition between cotton warehousemen even at the concentration 
•points where hundreds of thousands of bales are stored in one ware· 
house-to prevent competition at the expense of the taxpayer and 
the cotton farmer not only by preventing the Government from con
sidering the rates of warehousemen willing to store such cotton at 
rates lower than those now in effect, but it actually would allow 
warehousemen to increase rates on Government-owned cotton and 
Government-loan cotton in which the producer has an equity to levels 
some 50 percent higher than rates now in effect by requiring C. C. C. 
to consider only "reasonable" rates and defining reasonable rates as 
those in effect from 1936 to 1940-a period when the average level of 
such storage rates was some 50 percent higher than at present. While 
not here under any pretense of being the benefactor of the cotton 
farmer, nevertheless, I cannot see anything detrimental to the interest 
of either the producer or the taxpayer in the policy we have pursuetl 
of oonsistently offering lower storage rates to the Government than 
the average which has prevailed in the cotton region. The competi
tion of these lower storage rates has certainly e'i1abled the Goveru
Dlent to effect economies in the storage of its cotton and the loan 
cotton in which the •producer has had an equity. I am here simply 
as a businessman-not pretending to befriend the farmer by chargiHg
high storage rates on loan cotton and Government-owned cotton. 

Senator 1\IcKELLAR. Yon are here as a businessman. You repre· 
sent-all these various warehouses are either owned or controlled by 
Anderson, Clayton & Co., are they not~ 
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Mr. BATEMAN. I: said in the beginning that Anderson, Cla)iOll & 
Co. owned approximately 90 percent of the stock in tlw company of 
which I am the president. · 

Senator McK~:LLAR. I did not hear that, but that is my understand
ing. Now, vou have-in addition to being a businessman, ,YOU repre
sent Anderson, Clayton & Co., and you think it is to their interest, 
do you not, to stop this bill, if you can 1 J nst answer .that either 
"yes" or ''no," or anyway you want. . . 

Mr. BATEMAN. I represent them; yes, s1r; as a stockholder, JUSt as 
Mr. Taylor said he represented them as a stockholder, but apparently 
our testimony conflicts. 

Senator McKELLAR. Well, outside of that you are interested in hav
ing this cotton re('oncentrated, and your firm, Anderson, Clayton & 
Co., is interesh~d in it, too? · 

~Ir. BATEMAN. I cannot state that, sir. 
Senator McKELLAR. Well, your warehous(ls !ll'e or you would not 

te here, you would not be up here on expenses, would you, unless you 
were interested in it~ 

Mr. BATEMAN, I said I was interested in storing this cotton at lower 
rates, and I proposed to make a profit in doing so. I stated my 
motive. . 

Senator McKELLAR. Of charging the farmers 50 cents a bale for the 
first month and 20 cents a bale after that month, and charging th~ 
Government only 10 cents a bale for the long-storage cotton~ 

Mr. BATEM.\N, Senator, you do not seem to get tlie point that our 
tariff is no higher than all these other big presses that have been 
up here as witnesses. 

SE>nator BANKHEAD. Your tariff L'l !'qUal with theirs, is iU 
Mr. BATEliAN. They make it up, Senator. I mean, they charge 

you so much to g<'t in and so much to get out, but the thing you 
ore intere~ted in is what is it ~:roing to cost you to go in and come out. 
On that basis, onr t~riff is not any higher than the others. 

s~nator McKELLAR. That your your contention, but the proof 
l1ere before this committee is that these presses now-that is, the 
warehou~es now, are charging 15 C<'nts for the first month and 121,12 
rents for tlu.> other months; you testified that you charged the 
farmer 50 ('<'nts for the first month and 20 cents for the succeedin~ 
1nonths. anLl to my mind that is a considerable diffel't:'nee in char2:e. 

Mr. WHITE ( inwrposing). 1\Ir. Bateman, do you store cottoti for 
farmers? 

:Mr. BATE'!IlAN. Very ·little, but the point is the farmer can get 
out of our plnnt. after he pays the 50 cents for nothing, but he has 
got to puy the Federal Compress & Warehouse Co. 65 cents. 

Senator BAXKHE.\D, When he asked you if you stored cotton for 
fat1ne1~. do you mean right now or in the regular course of business~ 

Mr. WHITE. Regular course of business. 
Senator B.\NKHEAD. You do wry little of it. Your cotton a.t 

Guntersville, Ala .• is farmers' cotton only, is it not~ 
Mr. B.\TEMAX. At our very small plants-! mean out of the total 

of cotton storNl, they are very small plants. · 
Set~ntor ~kKEILAR, You have quite a number, sir, that are small, 

Attaha, Ala.; Tnllnpoosn, Cedartown, nnd Rockmart, Ga. 1\Ia
~on, Ga., ewn, is a small ph\nt; Attalia and Gunters-rille, Ala., are 
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small plants; and, as I remember, Athens, Ga.,.is not large nor is 
Augusta very la.rge. Greenville, S.C., is that very large~ · 

Mr. BATEMAN. Most of those are essentially concentration centers. 
Senator BANKHEAD. Your statement then is that your warehouses 

are really concentration warehouses~ 
1\fr. BATEMAN. That is correct. . 
Senator· BANKHEAD. They are not the ordinary interior farmer 

facilities? · 
Mr. BATEMAN. That is right. 
Senator McKELLAR. All right. Go ahead. 
1\fr. BATEMAN. I am here simply as a businessman-not pretend

ing to befriend the farmer by charging high storage rates on loan 
cotton and Government-owned cotton. The cotton farmer alreadv 
has too many warehouse friends of that kind. 

We oppose this legislation because we want free competition to 
remain in the cotton warehouse industry, but if Congress in the 
final analysis insists on subsidizing the cotton warehouse industry 
including large interests as well as small by in effect preventing the 
C. C. C. from moving cotton for the purpose of saving money on 
storage charges, then we want to simply be on record here that we 
are ready and willing to increase the rates on our existing stocks of 
Government owned and Government loan cotton to the maximum that 
Congress is willing to allow by legislation. We believe that such 
legislation will eventually destroy the industry, but if destruction 
via this route is inevitable, then we might as well enjoy the Govern
ment subsidy until the crash comes. 

Much has been said by proponents o£ this bill relative to cotton 
losing some o£ its value when moved out of the locality in which it 
was grown and from such testimony one would gather that when a 
bale is moved it loses its identity and becomes, so to speak, as "a man 
without a country." I am unable to figure out how it can be so 
readily identified as long as it remains in the locality in which it is 
grown, but cannot be identified if moved to another town. But per
haps I did not quite understand the pnrpose of the testimony on this 
point and the witnesses meant that Mississippi and Arkansas Delta 
cotton carry premiums over like grade and staples produced in other 
localities, and meant when such Delta cotton is moved to other locali
ties, it loses its identity as Delta cotton. But if Delta cotton stored 
in, say, Birmingham, Ala., cannot be identified as Delta cotton, then 
how could Oklahoma or Texas cotton be identified in Memphis, Tenn., 
as Oklahoma or Texas cotton. So if you cannot identify a bale of 
cotton when you move it, then I cannot understand why all Texas 
and Oklahoma cotton is not moved into Delta points and sold for the 
half-cent-per-pound premium which apparently a Delta bill of lading 
carries. 

I want to say that year after year we have handled thousands of 
bales of cotton in our Birmingham and Montgomery, Ala., Atlanta 
and Augusta, Ga., Greenville, S. C., and Charlotte, N. C., plants that 
were concentrated there by cotton merchants out of Delta localities 
and later shipped to domestic mi1ls. Some of such cotton has re
mained in storage in our plants for a year or longer. Doesn't it 
stand to reason that cotton merchants would have lost millions of 
dollars and con!'lequently could not possibly have concentrated Delta 
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cotton into our plants if such Delta cotton immediately became worth 
one-half cent per pound less when moved out of the localities in 
which it was grown~ Please understand I do not deny that cotton of 
the same grade and staple grown in some localities does carry a premium 
over that grown in other localities, but I do propose that it is fan
tastic and ridiculous to maintain that when a bale of cotton is moved 
from, say, Greenwood, Miss., to Atlanta, Ga., that it loses any pre
mium it may have enjoyed by virtue of the locality in which 1t was 
grown. I also say it is fantastic and ridiculous to maintain that a 
bale of cotton concentrated from, say, Caruthersville, Mo., into Atlanta, 
Ga:, loses 6 to 7 pounds per bale, because if this were so cotton mer
chants would never have concentrated cotton from Mississippi Valley 
locations into our facilities, as they always have. · 

While on the subject of moving cotton for concentration, I will 
state that I can understand why a producer in Hughes, Ark., would 
not like cotton in which he has an equity to be hauled to some remote 
locality without good and sufficient cause, nevertheless, I do not see 
any objection to moving Government-owned cotton, in which the 
farmer has no further equity, in reasonnble quantities to both port 
and interior concentration points where cotton normally flows in 
concentration movements made by cotton merchants. The Govern· 
ment has over 6,000,000 bales of this Government-owned cotton, and 
from my knowledge of the cotton-warehouse industry, I do not be
lieve that port and interior concentration points would take much 
over 2,000,000 additional bales at rates that would justify the concen
tration of such cotton. Bear in mind that this 2,000,000 bales would 
not all be moved to ports-part of it would move to interior concen· 
tration points normally used for years as concentration points by the 
cotton trade. Even should the ports receive a million and a half 
bales of this cotton, the relative percentage of stocks normally carried 
by ports would not be out of line as compared to the percentage of 
stocks normally carried by interior locations up to 1936. 

The Department of Agriculture has personnel experienced in the 
handling of cotton and traffic problems, and they are no doubt capa
ble of concentrating cotton to port and interior localities in a man
ner normally employed by the cotton trade-a manner that would 
increr.se tl!e value of the cotton by the amount of the freight paid. 
H may as veil be recognized thnt the GoYernment has 11,000,000 bales 
on its hnnds with small chance of the domf'stic market f'-rer consum
ing: but a relatively small part of it. I believe that if anv sound 
thmkin~ businessman had all tlus cotton on hand with the prospect 
of keeping the majority of it on hand for a long, long time, and 
he could effect substantial savings in storage rates on a couple of 
million bales of it bv moving it to port and interior concentration 
centers, he would not hesitate to do so and he would not lose any 
money in doing it. 

I would like to point out to the committee that accordinl! to the 
C. C. C. report of Government cotton stocks on hand as of July 31, 
1940, the city of Memphis, Tenn., had some 435,000 bales of Govern
ment cotton in storage there, 282,000 bales of which were located in 
one plant. How do you suppose these enonnous stocks of cotton got 
into a concentration point like Memphis~ ObYionsly, by being 
reeoncentrntetl there. 

:l!lt~i2-H-22 
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· Senator McKELLAR (interposing). One moment there, did you know 
tfiat some 2,000,000 bales of cotton were grown within a radius of 
150 miles of Memphis, Tenn.~ 

l\Ir. BATEMAN. Yes, sir. · 
Senator McKELLAR. Well then, can you wonder under such cir

eumstances how 435,000 bales of cotton· were stored there? Why is 
it not the most natural thing in the world that these farnwrs "·ho 
raise that 2,000,000 bales within a radius of 150 miles should want to 
put it in a concentration point like Memphis~ 

~fr. BATEMAN. :My experience is that the farmer generally puts 
it in the place nearest his home. Why should he bring It to )lemphis, 
if he can put it in Hughes, Ark.~ · 

Senator McKELLAR. That may be true. Memphis is a real cotton 
market; it is there, of course, because it is the largest city in that 
community-there are none others that are-and Memphis is eon
sidered a good market for cotton. Now hl:'re is cotton that is grown 
within 150-2,000,000 bales per year grown within !\ radius of 150 
miles, and you, as I understand it, want to take that part that the 
Government has and move it to a place several hundred miles away. 

Mr. BATEMAN. I do not insist you move it to the ports. If you 
were willing to take it 30 to 60 miles distant to Memphis, then I am 
willing to take these concentration points in the southeast. 

Senator McKELLAR. In other words, you want the Government
paying no attention to the charges made to the farmers-to let you 
take care of this, because the GoYernment cotton does not have to be 
handled as much as the other, cotton, let it be stored at concentration 
points, is that right~ 

Mr. BATEMAN. Senator, I do 11ot subscribe to the theory that when 
you need more business, why you raise your rates. I th1nk b11siness 
generally is just the opposite,, when you want more business you can 
cut the rate and get more busmess. . 

Senator McKELLAR. Do you attempt to deny the statement that 
has been made that the rates to the farmers must be increased if the 
harklog of Government cotton is not established? 

l\fr. BATEMAN. I most rertainly do deny that statement. 
SE'nator ~fcK'ELLAR. All right; we understand it. Go ahead. 
l\Ir. BATEMAN. How do you suppose these enormous stocks of cot

ton got into a concentration point like Memphis? Obviously, by 
being reconcentrated there. Mr. Taylor and Mr. Mallory, of Mem
phis, testified here last Friday and Saturday as being opposed to 
reconcl:'ntration; yet it is not of record that they ever objected to 
cotton being reconcentrated into their enormous Memphis facilities. 
It apparently was all right with them for Government cotton to be 
mm·ed into their facilities, but hey do no want cotton to be moved 
into any other facilities. and do not want to have to compete with 
otliers for the storage of their large stocks. 

It was brought out last Friday and Saturday that a section of 
the Mississippi Valley does not have transit facilities to domestic 
mills via New Orleans. Well, I want this committee to know that 
this section of the Mississippi Y alley certainly has transit to domes
tic mills via our plants in Birmingham, Ala., Atlanta and Augusta, 
Ga., and has transit to Carolina mills, via Greenville, S. C., and 
Charlotte~ N.C .• and even via Savannah, Ga. We are mighty anxious 
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to rompete with the~e large operators in the Mississippi. Valley for 
l-torage of Gowrtm1ent rotton, and we hope Congress will not take 
thnt ri~ht away from us. 

Senator R\KKHEAD. Any fur1her questions f 
~enator .McKJ~LLAR. I have none . 
.\lr. HEED. )Ir, Chairman . .Mr. Bateman has made a statement, may 

I ask him a few questions? · · 
SPnator BANKHEAD. Go ahead. 
Mr REED. Mr. Bateman, rlid von bid on Form 55-a-2 for recon-

<·ent~tion of cotton·? · · 
Mr. BATEMAN. Yes, sir . 
.Mr. REED. Will you tell the eommittee what you understood would 

J·e,.,.ult from the language which I will read to you from section 
4, Rs follows: 

The warehonsf'tn:lll i'hnll not dmrge the holdf'I' of tho> W!lrt:'bouse re<>eipt 
l'Ppreseuting sueh eottou for ser¥iees -l't:'tulert:'d during that period an amount 
Jn exre!>'s of that computed in accordanee with this agt't>t>ment. 

Would that cover the servicl's that are listed 1md enumerated in 
}'orm 55-a-2? 

.Mr. BATEM.\N (reading) : 
The warehouseman shall lliJt ('barge tlw lwld~t· of rLe wart>house rer£>ipt 

rer•r£>1'lt>nting ~<ueh eotton fell' Rerviees rrndel'l•d during that J.ll'l'iod an amount 
in £>XCPSS of thnt computed in aeroJ•dauc£' with this agreem£>nt. 

What do von want to know about it, Mr. Reed~ 
~fr. REED: Would that cover the sen·ices that are enumerated he1·e 

]n the ngreenwnt, such as compression, delivery to shipside-
. :Mr. BATE~UN. If you perform those services~ yes; it means that 
,·ou cannot ('hnrge any more for such services. 
' Mr. REED. Does that not giYe the right to the holder of the re
(•eipi-the right to d('mand those sernces at those charges for 15 
days after its arrival? 

~lr. BATEM.\X. Give him the right to demand them-I believe 
.Jir. White testifieu here otherwise, on account of the begining of 
thnt paragraph 2. I think that is an argument for the lawyers, not 
Jl layman. 

~ir. REf:O. You testifiell, relnti\e to your southeastern· plant, that 
your avl'rage rate was 10 cents per month, including insurance, and 
that is all you reeeived under the bid that covers reconcentration of 
<·otton. I wish you would tell the committee whether or not you 
hnd an item in there of 10 CE>nts per bale for receivina, which was 
jn addition to the 10 cents' storage charge~ t> 

)1r. BATEMAN. Yes; we get a 10-cent receivina charge on all cot
ton eoncE>ntr~ted .into our plants, but I belie'~ t~at our average 
storage .rate Is a httle _under 10l and that the recl'ivmg charge there 
would simply average 1t out. 

Senator ELLEl\"DER (interposing). Ten cents per bale per month~ 
Mr. BATElfAN. Ten cents. 
Mr. R~ED. M.Y. copy of the bid says 10 cents on 150,000 bales for 

~torage. m addition to 10 cents for receiving; is that correct or not! 
~Ir. BATEMAN. That is not correct, )lr. Reed. 
~1r. REED. W~ll you furni!'h a copy of it, so that we may know? 
~Ir. WHITE ( mterposing). Wi II you furnish a copv of tile bids for 

:t ll your clients~ · ·. · 
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Mr. REED. Mine are already covered, Mr. White. They were an-
nounced by the Commodity Credit Corporation. · 

Now, also, I got the impression from the statement-so that I mnv 
clear this up-tnat you bid that 10 cents regardless of the quantity 
and regardless of the point where it was stored; is that true~ 

Mr. BATEMAN. How is that~ 
Mr. REED. I got the impression from your statement that you 

bid that low rate on storage of 10 cents per bale per month at all 
of these points, regardless of the quantity and regardless of the place 
or location; is that true~ 

Mr. BATEMAN. Regardless of the quantity, and regardless of 
that-

Mr. REED. Yes, sir; regardless of the quantity you have on hand, 
and regardless of the quantity you receive, that you bid 10 cents. 

Mr. BATEMAN. No. 
Mr. REED. And at those points where you do not have 150,000 bales 

your rate is not 10 cents per bale per month; is it W 

1\fr. BATEMAN. Mr. Reed, our rates, the highest rate on Govern
ment-owned cotton we have at any point is 11 cents. 

Mr. REED. Then it is not correct-that does not accord with the 
way I got it. Do you know what is in your bid, Mr. Bateman~ 

~Ir. BATEMAN. Yes; I know what is in the bid. 
Mr. REED. I wonder if you would give the committee a copy of it. 
Mr. BATEMAN. I do not have them with me, Mr. Reed. 
Senator BANKHEAD. Did you have one bid or numerous bids? 
Mr. BATE~IAN. We bid separately on each location, Senator Bank-

bead. 
Mr. WHITEHEAD (interposing). You are talking about just 1939 

bids1 
Mr. REED. I am talking about the ones he has been talking about, 

Mr. White. I cannot understand from his statement what he is 
charging anybody for anything. 

Mr. WmTE. He is talking simply about the 1939 contracts. 
Mr. REED. That is what I say. I do not know from his statement 

that he is chargin()' no more than anybody else. 
Mr. BATEliAN. The record speaks for itself, Mr. Reed, I think I 

testified a whole lot more clearly also than your witnesses have. 
Mr. REED. I will say this: My witnesses knew what they were 

charging, and how much they were bidding on it. Yon ought to give 
us the benefit of th?se comparisons, so see what he is charging ~Jt 
each one of the,se pomts. 

Senator BANKHEAD. Did you not agree to do thnt at Senator Mc-
Kellar's request ~ 

1\Ir. BATEMAN. I agred to give him--
Senator BANKHEAD (interposing). Noi not give him now-
Mr. BATEMAN. Give the committee-i beg your pardon-to give 

the committee whnt I have collected on this compression--
Mr. WHITE. Mr. Bateman may have no-
Senator B.\XKHEAD (interposing). If the witness does not giv(' this 

information, when you come please bring a statement of the 
amount--

)fr. WmTE (interposing). Mr. Bateman is perfectly willing to fur
nish it. 

Senator BANKHE.\D. He seemed a little reluctant. 
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Mr. BATEMAN. I will be glad to furnish it, but I would like to ask · 
the committee to get the amount of compression paid to all thes~ 
compresses. Why not put that in the record, the amount of com
pression paid to all these compresses~ 

Senator BaNKHEAD. I do not see that there is any use loading the 
record down with that. 

Mr. BATEMAN. I think my statement will show that I have col-
lected far, far less than anybody else. 

Senator McKELLAR. It will show what it does show. 
Mr. WHITE. You will not be able to make that comparison, Senator. 
Mr. BATEMAN. You will not be able to make that comparison. 
Senator BANKHEAD. That is all. Stand aside, sir. 
Now we are going to recess until 2: 30 this afternoon. We are 

going to finish this hearing exct>pt the Commodity Credit Corpora
tion witne!'ses, who will be heard sometime at a date to be set next 
week. Thev will not be heard this week. 

Senator ~fcKELLAR. Could we not get through with the Commodity 
Credit Corporation~ As I understood you, you said it was not going 
to take very long. 

Senator BANKHEAD. I have to be awav from here tomorrow and the 
dav after tomorrow, down town. Thet~e is a meeting of the agricul
tural progrnm. I cannot be here, and somebody else said they could 
not be here Wednesday, Thursday, and Friday. 

Senator McKELLAR. The only think about it is, we have been al
lowed so little time by the Department of Agriculture; they have 
put a limit on us. 

Senator BANKHEAD. 1\lr. Robbins can testify to the Department 
that we have been dilig-ently at work here. 

Senator McKELLAR. We have gotten a boss ourselves. 
(Whereupon a recess was taken until 2: 30 this afternoon.) 

AFTER UECESS 

(The committee reconvened at 2: 30 p. m., pursuant to recess.) 
Setmtor BANKHEAD. All right, gentlemen, we will be in order. 
Mr. Barnett, come around please, sir. I understood you had some 

further statement to make, Mr. Barnett, and you may have the 
privilege of making that now. · 

FURTHER STATEMENT OF J'. B. BARNETT, MONROEVILLE, ALA. 

Mr. D.\UXE1'T. Mr. Chainnan, I occupied a few r.1inutes' time the 
othrr dnv. and I made the statement at that time that interior ware
hou~'s could not exist at the present rate of storage on cotton coming 
in unless they had some revenue from this Government-owned cotton, 
and I beliew that all of the witnesses who haYe testified here, both 
for the ports and for the interior, hlwe borne me out on that. Am 
I not correct in that~ 

Senator RtS"KHE.\D. That has certainly been the trend of the e>i
dence, although I would not say "all of it.'" 

Mr .. B~R~ETT· ! wish to say in justice to the warehousemen of 
the ~lJss!S:<lppt 'alley and of the Southwest that came here and 
joined with the representatins of the Southeast, Alabama, Georgia, 
~orth Carolina, 8outh Carolina, Virginia, and Florida, in an effort 
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to secure for the warehouses in the Southeast a larger rate of storage· 
insurance than was allowed in the Southwest, because the wnrehouse~io,. · 
even though they had compresses in the Southea~t, were not allowecl 
the privilege of compressing the cotton, and the Commodity Credit 
Corporation informed us that the cotton mills did not want it com
pressed and that they could not permit us to compress it. 

So, in lieu of the charge that the othe1· compresses received, it de
cided it would be nothing but just that the warehouses and com
presses in the Southeast be allowed a 25-cent receiving and delivery 
charge in addition to the per month storage and that there be allowed 
20 cents a month for storage and insurance. 

They went before the Commodity Credit Corporation with that 
proposition-

Senator BANXHEAD (interposing). '\Vas that. last fall1 
Mr. BA.RNF..Tr. That was last June; June 1940. 
Senator BANKHEAD. In June~ 
Mr. BARNETT. Yes, sir. But we were not successful in getting 

that rate and so we have the 15-cent-a-month rate. 
As I stated the other day, that cotton is beginning to move in 

some volume out o:f our warehouses and the total revenue we ~et 
on that cotton is 15 cents per bale. Now, most of that cotton began 
to come in in October, so we have had it about 4 months, and at the 
rate of 15 cents a month, that will give us 60 cents as the charge for 
everything, 50 cents a bale for all of the.service rendered. 

Senator Mc.K:E:u.AR. It was testified here this morning that while 
that was the coming-in charge, that there was also a going-out charge 
of a good deal more; that it· cost that much to come in, and then 
the warehouse charged more when it went out. 

Mr. BARNET!'. We are not allowed to charge anything on this Gov
t'rnment-loan cotton except the 15 cents per month, which cover\i 
storage and insurance. 

Senator BANKHEAD. That is for the first year. 
l\fr. BARNE'IT. Yes, sir. 
Senator BANKHEAD. August 1 until--
.Mr. BARNETT (interposing). To July 31 next year. 
Senator BANKHEAD. July 31@ 
Mr. B.<\RKE'IT. Yes, sir. 
Senator BANKHEAD. Then, if you got it on the last day of Feb

ruary, you would not have but 4 months under the 15-cent-per-bale
eharge. 

Mr. BARNE'IT. Yes. 
Senator BANKHEAD. That is from the 1st of An!!llst to the. last 

o:f July, regardless of when it was put in~ b 

lfr. BARNE'TI. That is right. 
~enat~r. ELLENDER. I understood f~om a witness this morning that 

this additional charge on cotton gomg out did not affect the Gov
f'rnment cotton but only the farmer's cotton or merchant's cotton: 
what have you to say to that? , 

Mr. BARNE'IT. That is correct. If cotton comes into our ware
house and is sold by the farmer: it goes right on out--

Senator ELLEl>ol>ER (interposing). In other words the charge that 
you make for cotton that is not in the loan. or 'cotton on which 
the Gowrnment has no interest in-I thought I understood you to 
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testify that the rat~ per bale was he same as that for Government 
cotton. · 

:Mr. BARNETT. No, sir; it is 25 cents a month for that cotton. Yon. 
Ree, the cotton that comes in there and is sold by the farmers usually 
dof's not stay in the warehouse more than 30 days, and, of course, 1t 
would be impossible--

Senator ELLENDER (interposing). And you charge 25 cents instead 
of the 15~ 

.Mr. BARNETT. Yes; and that is the charge for the receiving, sam
pling, weighing, grading, and everything. 

Senator ELLENDER. Does that cover the sampling, reweighing, and 
i'torage for the first month¥ 

Mr. BARNETT. Yes, sir. 
Senator ELLENDER. What is the eharge in subsequent months . 
.Mr. BARNETT. It is 25 cents where the Government has nothing to 

do with it; 25 cents a month for storage and insurance. 
Senator ELLENDER. I had misunderstood that. I was under the 

impression that the charge that the warehouseman made for the Go,·· 
ernment cotton, whether it was owned by the Government or whether 
it was cotton in whieh the GoYernment had an interest, had loaned 
money on, or whether it was owned by the farmer and in which th.~ 
Government had no inter('st, that the charges were the samP. 

Mr. BARNE'IT. No, sir. You see, Senator, the cotton farmer brings 
in that cotton and he either puts it in the loan or he sells it, and if 
l1e sells it, the buyer carries the cotton off. 

Senator ELLENDER. And the farmer is charged the 25 cents pPr 
month~ 

Mr. BARNETT. Yes. 
Senator ELLENDER. Is the merchant also charged the 25 cents per 

month on that cotton if he chooses to leave it in your warehouse~ · 
Mr. BARNETT. No. They have a policy that covers it. If they buy 

the dend storage cotton, the rate 1s 20 cents, and they put on the 
receipt "Not insured at the request of the depositor." So, the cotton 
nwrcha,nt takes that risk. 

Senator AIKEN. You said you were engnged in banking as well 
:ts in the warehouse business? 

Mr. BARNE'IT. Yes, sir. · · 
Senator AIKEN. I haYe been wonderin()' how the eotton farlll£>1~ 

finances the growing of his crop; does he borrow on the crop before 
it is harvested at all~ 

Mr. BARNETT. Yes, Senator. Shortly after the War between the 
States, Alabama passed what is known as the crop-lien law, whereby 
a mortgage executed upon that crop after the 1st day of January 
conveys the legal title to the crop Hen though it is not even planted, 
much less made, and the farmer borrows on his mules, cattle, and crop 
from the local banks. However, in recent years, a great many of 
those loans are being made by Government agencies. 

Senator AIKEN. The production credit~ 
Mr. BARNE'IT. Production credit, disaster loans, and farm seeurity. 
Senator AIKEN. About what rate of interest do they charge now 

in Alabama t 
llr. BARNETT. Do rou mean the banks~ 
Senator AIKEN. Y~s. 
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Mr. BARNETT. We charge mostly 8 percent per annum. Tht\t 
money is used by the farmer about 7 months, and he is charged 8 
percent per annum. 

Senator BANKHEAD. That is your legal rate of interest~ 
Mr. BAR]I"ETI'. That is the legal rate and the contract rate. 
Senator ... \.IK.EN. When he delivers the cotton to the warehouse, he 

repays the local agency that has financed him through the spring 
and summer~ 

:Mr. BARNET!'. Yes, sir. 
Senator BANKHEAD. 1\Ir. Barnett. there has been a decrease in the 

proportion of farm loans made by banks; has there not~ 
1\Ir. BARNET!'. Yes, sir; it has decreased greatly. 
Senator BANKHEAD. That is because of production credit 1 
:Mr. BARNETT. Yes. 
Senator McKELLAR. And the seed-loan office? 
1\lr. BARNETT. Yes, sir. 
Senator BANKHEAD. They have largely taken over the smaller 

farmer. 
l\Ir. BARNETT. Yes, sir. 
Senator McKELLAR. Various agencies of the Government have 

taken that over. 
1\Ir. BARNET!'. Yes. I can speak about the loan from the standpoint 

of the banker as well. Every cotton loan that went into our bank 
last fall, and is being taken out now, represents an actual out-of
pocket amount of money on the part of that bank. The banker only 
gets 2 percent per annum, o~ about $1 a bale if the loan stays in 
there a year, and you know what he will get if it stays in there n 
year, and you know what he will get if it stays there only 4 or 5 
months; he gets only a few cents out of that loan, and he has to 
prepare the papers and see that all liens are released, and we have 
had to multiply our clerical force in the bank to render that service 
to the farmer. 

Senator .McKELLAR. Do you think that is a good system for the 
farmed 

Mr. BARNETr .. Yes, sir; I do. 
Senator McKELLAR. All right. 
l\Ir. BARNETr. I think if we did not have it as a. bottom for cot

ton prices, they would go down, down, down. I think it is a fine 
thing in my judgment. 

Mr. REED. :Mr. Barnett, getting back to this effort in June 1940, to 
obtain for the warehousemen who did not have compress machines 
the entire charge that would apply on nonlonn cotton in local ware
houses which did have compress machinery, I believe you stated the 
Southwest and the Mississippi Valley undertook to help you to ac
complish that purpose~ 

l\Ir. BAR::O.'l:Tr. Absolutely. They came here to Washington and we 
met them here and went before the Commodity Credit. 

Mr. REED. That is, we appeared there through our representatives 
and stated we thought you should have a higher charge than we 
hadl 

Mr. B1RXETT. Yes, sir. 
Mr. REED. Did you see anything of Mr. Johnson, of Anderson, 

Clayton, helping you at that time 9 · 
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Mr. BABNETI. No, sir. There was a meeting of the executive com
mittee in New Orleans in June, at which I think all of the interests 
•·ere represented, and .it was attempted_ to bring all int.ertsts up 
here to Washington and confer with the Conunodity Credit Corpora
tion and see if something could not be worked out thnt would be. fair 
to the ports, the interiot·, and everybody else. Th .. 'lt attempt was 
made. I came up here myself, and :Mr. Reed and Mr. Anderson from 
Fort Worth-! will not attempt to name all of them, but there was 
quite a group from the Southwest and the .Mississippi Valley. 

Senator McKELLAR. But you did not get anywhere¥ 
1\fr. BARNETT. No, sir. 
Mr. REED. There has been an effort, Mr. Barnett, to make this 

appear to be a fight between two great big compress interests; what 
do vou think about that idea~ 

~·Ir. BARNET!'. I do not know of any fight we hav~ in Alab!lma be
tween the compresses and the warehouses in the interior. We have 
a number of compresses at the interior as well as at the ports. My 
friendshi]} for my port friends is just as fine as it is for these. other 
gentlemen, and it was my hope something could be worked out that 
would meet their situation and at the same time not put us out of 
busineRs. 

1\fr. REED. I take it when they said this was a dog" fight, thereby 
admitting they were one of the dogs, you did not believe it even 
after they admitted it~ 

Mr. WHITE. Do you know whether Mr. Bateman came to Wash
ington with a group from the. Southeast and attempted to assist in 
getting- an additional charge? · 

Mr. BARNETT. We all met at the Mayflower, but I did not see him. 
Mr. WHITE. Was there not a subsequent meeting at which you 

were not present~ 
1\Ir. BABNETI. Yes; there might have been. I vms here until the 

la~t dav of June-
1\Ir. \VmTE (interposing-) .• \g-roup from the Atlantic coasU 
Mr. B.\RNE'IT. Y ('S. I think they had another meeting. I left to 

g'O to New York and was taken ill and was taken off the train at 
Philadelphia and stayed there for 6% weeks, and I think they had 
some other nweting after I got here. 

Mr. WHITE. I think that is correct. 
Mr. REED. Thank you, Mr. Barnett. 
Senator AIKEN. I have a question. Do you think it would be 

pORsible for the port warehousemen and the interior warehousemen 
and the Commodity Credit Corporation to get together on a division 
of this storage that would be fair to all and still not penalize the 
grower of the cotton~ 

Mr. BARNETT. Absolutely; I think we could, and I think it ought 
to be done. 

Senator AIKEN. You think that would be the wav to do it? 
1\Ir. BAr.NETr. Yes. I do not think, as I said the other day, Senator, 

thnt the fncilitil:'s of the small interior warehouses. which are the 
partirular agencies that make available to the farmer' this loan which 
IS inrlufl~~~ ~n the 1938 Agricultural Act, should be destroyed; and if 
tho:-e farihht>s are destroyed by ruthle~s competition, then the agencies 
wlueh the Go,·ernment has to make this loan available will also be 
destroyed, and you might as well repeal that provision of your law and 
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depriYe them of it because they are out there in touch with the fal'mers 
and take pains to take care of these loans. They gather the cotton up, 
bale by bale, as it drops out of the gin, and bring it to the warehouse 
and their loans are provided; the warehouse furnishes the receipt and 
the local bank makes the loan. · 

Senator ELLENDER. Do you kno·w of your own knowledge or have 
you heard that some effort had been m~tde i!l the past, recently, be
tween the port warehousemen and the mterwr warehousemen so as 
to get to_gether and try to settle those differences without having to 
come t0 uongress ~ · · 

Mr. BARNETl'. There was some talk of that, but just how far it went,. 
Senator, I do not know. But I think this matter should have been 
settled around the table with all of the interests, the ports, the in
terior, and the Commodity Credit Corporation. 

·Senator ELLENDER. The reason I ask vou that is I heard within 
the last few days that the two groups had practically agreed among 
themselves to settle their differences, whereby the port folks were to 
·have a certain percentage of that cotton moved, but what happened 
to that agreement I do not know. 

Mr. BARNETT. I did not know there was any agreement like that, 
Senator, but I know that is the sentiment in my section of the country, 
that if the ports have not got a sufficient amount of cotton, they would. 
be willing to give up some of their cotton. 

Senator McKELI ... o\R. What do the farmers say about it 1 
:Mr. BARNET!'. We. do not want to make the rate ourselves. 
Senator McKELLAR. The farmers must be considered in this thing, 

too. I would not be willing for the port authorities and interior 
authorities to agree on a program unless the farmers were there. 

Senator BANKHEAD. He is talking about the Government cotton. 
Senator McKEu.AR. Do you mean the Government-owned cotton 1 
Mr. B.ARNETI'. Yes. . · 
Senator McKELLAR. But you would not be able to do that without 

the consent of the farmer, either--
Senator BANKHEAD (interposing). Yes; they would. 
Senator McKELLAR. Of course you can ; but if you did and raised 

·the farmer's storage charge, it would be smnething I would not agree 
to. 

Senator BANKHEAD. I would not agree to raising the storage, either, 
Senator McKELLAR. I understood the charge of 15 cents for all 

·cotton, whether in the Government loan, or on which the Government 
had loaned money, or on which the Government had not loaned 
money, that that has nothing to do with it; that the rates are not the 
·same; that since you now charge the 25-cent rate, I do not know the 
farmer would suffer there at all. 

Senator AIKEN. Speaking of the farmer having representation, 
the Commodity Credit is supposed to have the welfare of the farmer 
in mind. 

Senator BANKHEAD. Under the law that is true. 
Mr. REED. You pointed out that this 25-cent charge was formerly, 

in years gone by, before the loan program and this back log of Gov
't'rnment storage, was about a dollad 

Mr. BARNETr. Yes; the sampling and all of this service was pretty 
' dose to a dollar in the first month, and then dropped down. 

llr. REED. Thank you, sir. 
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STATEMENT OF W. C. RUSSELL, HAMLIN, TEX. 

:Mr. RussELL. We saw in the paper where this meeting was to be 
held, and our warehousemen, who own about 60 or 65 small ware
houses, asked me to come up here and inform them of what is go
ing on. 

l have heard all of the testimony about the dog fight betwe..;n the 
little warehouses and the com.rress warehouses, and I would hke t.:> 
f.>ay that is not true in our section. • 

I would like to concur with Mr. Barnett in his statement about the 
f'mall warehouse being the fountain head of this busine~. One thing 
the small warehouseman does that has not be€n brought out is that 
he furnishes the farn1er money to operate on. It sometimes takes 30 
days to get one of these loans through, and get all.of the waivers 
signed and everything cleared up. 

On the present loan our loss is from 50 to 60 cents a bale under 
the 15-cent rate. Of course, we have this back log to take care <,f 
that loss, but it is now 50 cents, 50 to 60, and as much as 70 cents in 
manv instances. 

Mr. REED. Mr. Russell, do you know of any effort on the part of 
the interior compresses to carry on a scrap with these little ware
}louses in the interior~ 

Mr. RussELL. None whatever. There is no such effort. We get our 
cotton and they get theirs, we have our own customers. 

1\Ir. REED. The statement was made here there was not any ware
house of the type you represent west of the Alabama-Mississippi 
tit ate line: what have you to say about that? 

~Ir. RussELL. That ·is untrue. There are probably 100 or 125 in-
tPrior warehouses without compresses: there are 13 in my town. 

Mr. WHITE. That is in west Texas~ 
Mr. RussJo:LL. Yes. 
Senator EtLEN_!>ER. _Did you testify before, Mr. Russell? 
Mr. RussELL. 1 es, s1r. 
Senator ELLENDER. Were you not one of the gentlemen who an

swered a question that the c·harge of 15 cents per bale was the same 
for Government-owned cotton or for cotton that the Govenm1ent had 
loaned monev on and other cotton that was handled--

Mr. RussELL (interposing). No: I was not the one. We have a 
separate charge for farmers who accumulate their cotton before they 
put it in the loan. .Many times a farmer will accumulate 100 bales 
without getting a loan. 

~Pnator ELLENDER. And the 25-cent rate applies~ 
..\lr. RussELL. That is 25 cents for receiving, and 25 cents a month 

for storing. He will accumulate that with a view of ~lling it, and 
if he dOt's not sell it, then he puts it in the loan. 

)lr. R.t:Eo. I am going to clear that up, Senator. 
St>nator ELLENDER. I have a wron()' impression from the record 

and fr?m the witness. l\Iy impressio~1 is several witnesses testified 
that tlus 15-eent charge was made for all cotton . 

.Mr. REED. That is true. 
~t'nator EttEXnER. Whether in the loan or not. 
~lr. Rr.ED. In tht> majority of instances it is true. 
~enator ELL£:sDER. But he says it is 2.1 c.ents. 
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.Mr. REED. It is not true in his case and it was not true at Mar-
shall, Tex. · 

Senator ·ELLENDER. Can we get for the reeord who charges it and 
who does not~ 

.Mr. RussELL. Our expense for· taking the bales into the ,warehouse 
is 38 cents. 

Senator AIKEN. What is the financing charge; how does it hap
pen that the warehousemen finance the cotton growed 

Mr. RussELL. The farmer will bring a bale· of cotton to the ware
house and get money for his pickers and growers on that bale. On 
the basis of a 9-cent loan he can get $45 a bale, and the warehouse
man re~Alins the ticket and advances him $30 or $35. This is done 
because many times it is as long as a month before he can :get his 
loan completed. · 

Senator AIKEN. Do you make a finanae charge for that Y 
1\fr. RussELL. No, sir. 
Senator AIKEN. None, whatever~ 
Mr. RussELL. No, sir; it is just a service to ·him. That .is a con

necting link between the small interior warehouseman and the farm 
program. 

Senator BANKHEAD. It is also a point of competition as to who 
gives the best service. 

Mr. RussELL. The farmers could not cooperate with the program 
unless they got money to handle their business. 

Mr. REED. Thank you, Mr. Russell. 
Senator BANKHEAD. Do yo\l have any other witnesses, Mr. ~eed 1 
Mr. WHITE. Do you have a shipping charge in addition to the 

receiving charge of 25 cents~ 
Mr. RussELL. We have to deliver this bale of cotton to the ware

house door. The truckman picks it up there, and I think he charges 
12 or 15 cents to put it at the depot or compress. 

l\Ir. WHITE. And if it stays 1 month, what .would you get? 
Mr. RussELL. We would get a 25-cent receiving charge and 25 

cents for the first month, which would be 50 cents. 

FURTHER STATEMENT OF A. L. REED 

.Mr. REED. Mr. Chairman, I want to get two or three things straight 
in here, and I do not want to take a lot of time. I am not going 
to make any effort whatever to reply to this so-called mud slinging, 
because I think that creates more heat than light. 

The crux of this thing is the interest of Congress in the producer. 
I know you gentlemen can see my interest in it, because I represent 
interior compresse::-;, and you can see the other fellow's interest in it; 
but there is not any reason why we cam10t lay the facts on the table 
so that you can see the interest of the producer, regardless of what 
our interest may be. 

Senator McKELLAR. I am very much interested in the farmers. 
Mr. REED. There are certain factors which could have been placed 

in the record by the port people which would have given you some 
light on the interest of the producer in this controversy. Fact No. 
1 would have been how much cotton did the producer put in a port 
warehouse, and how much was he able to repossess. We took 2,-
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583,000 bales and showed you how much they put in and took out, 
and how much they could sell. 

These port people tell you "The producer does not patronize us; 
if at all, very little," and even the southwestern compress, Mr. Bate
man said, "We have but very little producer business." 

Our opinion is the producer does not patronize the port warehouse 
because the deducts get him. 

We are the agency that puts the cotton in the bale, and we have 
brought you the facts to show you the producer could take it out 
and could Rell it at a profit. 

Now, I want to l!et this flat-delivery thing straightened 'out, and 
if I may, I will take the time to tell you one little short story-

Senator RANIUIEAD (interposinl!). Do not take any unnecessary 
time, Mr. Reed; I want to adjourn this thing. 

Mr. REED. I am going to be through in a few minutes. The old 
lawyer's advice to the young lawyer, when he had a. case that was 
weak on the facts and strong on the law~ was to make an argument 
to the court; when vou have a case that is weak on the law and 
strong on the facts, n1ake the argument to the jury, and when you are 
weak on the facts and law both, just flounder around: and that is 
what they have been doing on this delivery business. 

Senator McKEI,LAR. And also confuse the other side. 
1\Ir. REED. Yes. 1\Ir. Bateman's stammel'inl! around about it dis· 

doses to me the truth of the Good Book when it say you cannot 
serve two masters; he is trying to talk about the cotton account of 
Anderson, Clayton a11d at the same represent a warehouse. 

I think it is important for you to understand this compress busi
llel'S because the facts there will give you light as to the producer's 
interest in it. 

Compression is as old as the produetion of cotton itself, almost. 
The first. compress was ereded at Savannah, Ga., in 1842, and the 
firl't one in the interior was erected at Cincinnati about 1870, to 
compresfol the Southeast cottm1 as it tnoved into the New England 
mills. ",. e did not luwe any in the South then. Thereafter, the 
principle of compression spread over the entire South, as railroads 
were eonstructed in the South, and the railroads owned the com
presses and had them in their warf'houses and compressed the bales 
in order to get more of that eotton in their boxcar. That was known 
as milrond compres. ... ion, as represented by the standard density bale. 
Gradually they bep:an to make allowances to the shipper so that the 
shipper could get a differential on the compressed-cotton rate, and 
as a result of that allowance the compress business shifted from 
tht> J'Rilroads to private interests. 

Now, here is the bale that comes out of the ~in. Its size is 27 
bv 54 bv ~8. and it contains 69.984 cubic inches. That is the uncom
pi-essed 'bale. 

This [indicating] is the standard-density bale, the original, com
presse,d bale, and its size is 30 by 60 by 19 and it contains 34.2 
('Ubic inches. 

This [ indieating-] is the high-density bale-and these bales were all 
constt·uett>d to seale, except the length. This high-densitv bale meas-
ttl'l:'s :.W hv liO bv 18 and contains 21.6 cubic inches. • 

.Mr. WHITE. You said they were according to scale except what! 
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Mr. REED. Except the length. They may not be exactly to seal~ now,. 
because they were made in 1932, but they were con::;tructed to scale. . 

Senator ELLENDER. But they do han the same quantity of cotton l 
Mr. REEo. Yes: and were made to scale bv mirrometer. • 
The compress that compresses this bale· [indicating] did not come 

into general use until about 1912. It wa.s known as the high-density 
attachment. Prior to that time the railroad compre6sion prevailed') 
This cotton was shipped on three bills of lading to Enrope. I have 
made shipments from Waco~ TPx., to Hamburg, Germany, and Man
chester, England, on a through agreement with the railroad and .. 
steamshi~ lines, and that bale monel straight througl1 to Europe for 
warehousmg. · 

Up until about 1912 it was all wnrehoused in the interior. 
Then came the high-density attachment. The high-density at

tachments were first installed at the ports. 
The interior would compress this bale at a cost of about a dollar a .. 

bale. It would move from the railroad to the port :mel the port ware
house would take possession of it nnd recompress it to high density .. , 
There was a difference in the steamship rate between standard density 
and high density, and the standard-density cotton had no value for 
export commerce because there was a difference of about a dollar a 
bale in the value of this bale [indicating] and this bale [inJicntingJ 
for export commerce. . 

Now, that resulted in a duplicated cost to the producer in order to 
obtain the benefit of the real value of the bale. He had to pay the 
interior to compress to standard density and then the port took an
other toll to compress to higli density. The operation of el'onomies 
eliminating that duplicate cost, of course, resulted in the interior 
warehouseman installing high-density attachments and machinery. 

As a result of that there developed the argument with Mr. Clavton in 
particular, and practically llO one else, about the flat de}iYery charge. 
He wanted to take this bale of cotton out of the interior warehouse 
and compress it, to feed the compress that he owned at the port, be·. 
eause he had lost this duplicate compre;-;sion to high density. 

Now, the only person left thnt has any interest in this flat delivery 
business is the cotton shipper that owns a compress machine. He is 
the reason we put it in our tariff, to keep him from taking the stock 
out of our warehouse and taking it to his compress to compress. I 
can settle it for you in 2 minutes if Congress will put the cotton mer
ehant out of the compress business; then we will not need a flnt de
liYery charge in our tariff . 

.Mr. ·wRITE . .May I ask how he could carry it to the ports? 

.Mr. REED. Bybarges and by trueks, Mr. White, anJ you know 
how he did it. He put the compress at Camden, Ark., out of business 
completely with his first barge line. 

Senator McKEu..AR. That was an Anderson, Clayton barge line 1 
:Mr. REED. Yes, sir. . 
Senator McKELLAR. And they still have one? 
Mr. REED. Yes; and they have enlarged it to New Orleans and 

Houston. , 
The cotton merchant who owns a compress is the only man who 

has ever been stewing around about this flat delivery charge. Take 
a look at this record. 1\Iobile did not get excited about it; it was only 
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.Mr. Johnson, Hr. White, and Mr. Bateman, and they were talking 
for )fr. Clayton ~s cotton acc01mt. 

:\Ir. WHITE. That is absolutely untrue . 
.Mr. REm. That is what I think. You started this, my friend. 
)fr. WHITE. I did not; you started it before the hearing started. 
Senator BANKHEAD. We will not have any personalities . 
.Mr. REED. I ''ill say if you take the cotton merchant ont of the 

compress business we can take the flat deli'rery charge out of the 
tariff. · 

We want the privilege of filing in this record every cent of reve
nue we have collected on the flat delivery charge, and we want to 
show you who paid it. The GoYernment has not paid it, and any 
statement that the flat delivery charge or compressing charge is 
paid by the producer before he can get a bale of cotton into or 
out of a warehouse, is utt~rly false and known to be false when it 
wa~ made. 

Senator McKELLAR. You say you have some figures you want to 
put in; do you want to put them in.now~ 

Sruator BANKHEAD. How long will you take? 
)fr. REED. We could get it here by Monday. 
Senator BANKHEAD. We are going to close this case on .Friday. 

You can file it in the record on .Monday, but we will have no hear
ing on Monday; we have other business in this Congress. 

Mr. REED. I appreciate that. 
Senator B.\NKHF..AD. I will let you file it if you send it in . 
.Mr. REED. I will send it in. 
Now~ Mr. Bateman made the statement that at his compress in the 

South they could get the cotton out of the warehouse without com
pressing it. I have his tariff here dated August 1, 1940, and I wish. 
to quote the following ( [reading] : . 

Loading out plus this charge waived on bales compressed by this company-

including turning out, marking with one mark and one head brand 
of not more than fiye letters each, and loading to car or dray-

( a) Cotton uncompressed, 15 cents per bale. 
(b) Cotton compressed, cotton linters, or cotton mill waste, 10 cents per 

bale. 

Senator McKELLAR. That is the loading-out charge 1 
Mr. REED. Yes, sir. That is dated August 2, 1940. You will note 

he used 10 cents where he loaded out in carloads compressed, which 
we always do in the Southwest and Mississippi Valley, and therefore 
his loading-out char()'e is 25 cents per bale. 

There [ indicatingj is the tariff; I do not think there is any doubt 
about it. 

Senator :McKELLAR. I think it would be wise to put it in the 
record. 

Sf.lnator EtLEXDFR. You mean just that part referring to the 
charge~ 

Senator :McKELLAR. Yes. 
Senator BANKHEAD. All right. 
~Ir. REED. Mr. Johnson made the statement he could not get cot

ton out of the interior without compressing it, this loan cotton. anrl 
I have a statement which was circulated by the Houston Compre'-S 
Co. with respect to the 1940-41 Gowrnment loan cotton in that 
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warehouse. Item 1 is "Compression performed by Houston Com· 
press Co., per bale, 65 cents." · 

Now, here is a thing I want in the record: 
For your information all 1940-41 loan cotton stored in our plant is now 

standard density, no patches, eight bands, same )laving been either compressed 
by us on arrival or compressed in the interior. 

They did not mention they had to pay 65 cents before they could 
get that bale of cotton. 

Mr. WmTE. Will you put the entire letter in the record~ 
Mr. REED. Yes. 
Senator BANKHEAD. Put it in. 
(The letter referred to is as follows :) 

HousTON CoMPREss Co., 
Hot~ston, Tea;., Decem.ber 28, 1940. 

GENTLEMEN: Relative to the charges to be assessed on 1940-41 Government 
loan cotton located in our plant. 

On such cotton which is ordered shipped within 15 days from the release date, 
our charges will be in accordance with the Warehouseman's Certificate and 
Waiver on Commodity Credit Corporation Cotton Form A 1940-41. 

On such cotton ordered shipped after 15 days from the release date, our 
charges will be in accordance with our published tariff, a copy of which is at· 
tached hereto for your convenience. 

We hold the original paid freight bills on all rail cotton shipped to us undet• 
the 1940-41 Govemment loan program, and these bills will be made available 
to the party presenting warehouse receipts covering such cotton. 

For your convenience we outline below charges applicable for the services 
mentioned on eotton handled within 15 days from the release date: 

Compression performed by Houston Compress Company_ 65 cents per bale. 
Compression performed in interior and paid for by Amount shown in 

Hou!lton Compress Co. on basis of interior published face of warehouse 
tariff. receipt. 

Removing from loan storage__________________________ No charge.1 

Marking (1 mark and 1 brand of not more than 5 letters No charge.2 

each. 
Loading to cars or trucks----------------------~------ No charge,3 

Delivering to shipside or other local warehouse ________ 15 cents per bale. 
Reweighing, including ranging ________________________ 10 cents per bale.' 
Resampling, including ranging ________________________ 10 cents per bale.8 

Stomge per bnle per month or fraction thereof, including 15 cents per bale.6 

insurance. 
t After 15 days from release dlrte, per bale, 10 cents. 
z After 15 days from release date, per bale, 5 cents. 
a After 15 days from release date, per bale, 15 cents. 
• After 15 dars from release date, per bale, 18 cents. 
& After 15 days from relro<e rlate. storage only, per bale per day, 0.007 cent; per bale per 

month or fraction tht>reof. in~urauce onlr. 2 cents. 

If a buyer so elects he may have 1940-41 "loan" cotton transferred and re· 
tagged into his own special stock and have such cotton handled under either 
item (1) or item (2) of our published tariff. 

Such cotton will be a('(>ordl:'d all the services mentionl:'d under itPm, ( 1) 
or itl:'m (2) including removing from "loan" storage, at the item (1) and 
item (2) rates. 

For your information all 1940-41 "loan" cotton stored in our plant is now 
standard density, no patches, l:'ight bands, same having been either compressed 
bv us on arrival or compressed in the intPrior. 
·If any further information is desired, please advise. 

Very truly yours, 
C. 'I'. FuQua, Jt·., Vice President. 

Mr. REED. Also, I want to explain these notes in connection with 
the letter. 

You know the Commodi~y Credit Corporation, very wisely, I think, 
.and over my protest, reqmred the compresses and warehouses to ex-
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tend to the producers of bales of cotton, 15 days after it came out of 
the loan, so they could handle it and sell it; after that 15 days it be
comes the producers' cotton. 

In this letter he says there is no charge on this Government loan 
eotton for those 15 days, but after 15 days from date of release, the 
charge is 10 cents a bale. 

Note 2, after it comes out of the loan, it is 5 cents a bale. 
Note 3, after 15 days from release date, 15 cents per bale. That is in 

addition to compression, and the reweighing, including ranging, is 
10 cents per bale. 

The way I add this up, it costs the producer about 90 cents a bale 
before he gets through with it, and that may be one of the reasons 
they are not patronizing them. 

Now, the effort to create that feeling that this is just a fight be
tween two great big interests, is answered by the facts in the case. 
The statement at pages 400 to 403 inclusive of the record that there 
were no warehouses of consequence west of the Alabama-Mississippi 
State line, I want to give you the record in Texas. 

The Texas stocks of Government-owned and Government-loan cot
ton up to 1939 were distributed as follows: 

Interior compresses, 867,926 bales. That cotton is in the possession 
of 33 separate independent companies located in 79 communities. 

Interior warehouses that do not have compress machinery, 396,050 
bales. That is in the possession of 210 companies in 150 communities. 
I do not know whether there is any connection between them or not 
because I do not know all of them, but there are 210 of them in this 
record of the Commodity Credit Corporation and the cotton is located 
in 150 separate commumties spread all over the State. 

Combined, in the interior compressinO' warehouses and noncompress
ing warehouses, there are 1,263,976 bales located in 207 communities 
in Texas. That is an average of 6,106 bales per community. 

Now, the port stocks at 5 port cities, as compared with 207 interior 
cities \Vere 1,076.800 bales, and 960,313 bales in 2 cities, Galveston and 
Houston. Yet, 1\Ir. White says for Anderson, Clayton, "We are grate
ful for these crumbs." 

What he means are these crumbs in the interior, these 6,106 bales per 
community which contribute to our taxes and schools and ·give labor 
to people who work on the farms; that is the crumb they want; they say 
they just want 16 or 20 percent more, and of course 16 percent of that 
1,900,000 bales in the port warehouses, while it might not mean much 
to them in the light of the size of the ports, it would mean something to 
each of these little interior communities. 

Now, we came here and we did not start this argument between 
Anderson, Clayton and the interior. We did not even mention their 
names. I came here because the southwestern people felt they had 
been deprived of an opportunity to bid. We contended that the 
Commodity Credit Corl?oration had called for the bids so that they 
would average for the mterior this bi~ fat bale and this little bale 
and make us bid on the de.ad stock and live stock both . 
. l\Ir. Robbit~s is going to testify and I want him to tell you if we 

d!d not beg lm!l to separate them and whether our representations to 
hun were not If he would separate them we would be glad to give 
him competitive bids. There is a warehouse at Dallas, one of the 

:!94:!i2-U-23 
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biggest in the country, that has a capacity of 100,000 bales of cotton, 
all concrete, fireproof, sprinkler, and the lowest insurance rate in the 
United States, with 7,000 bales of cotton in it that could not compete 
under these two forms; they just could not compete under them. 

Now, we came here because we felt that the McKellar bill would 
give us an opportunity to compete and hold our stocks, and that is 
what we want to do, and we have said quite frankly if we are forced 
to compete for the handling pf the dead stock, the compressed bale, 
differently from this one [mdicating], we will bid low on this [in~ 
dicating] but we are going to make a high charge on this one [indi
cating] and we will have to do it. 

Senator McKEu.AR. When you say "this one,'' you mean the un· 
compressed bale~ 

Mr. REED. That is true. 
Now, Senator Ellender, coming to your question about these charges 

being the same on both producers' and Government loan cotton, what 
I said at page 44 in connection with the Mississippi Valley was-

1 do not want to convey the impression that these rates are identical all over 
the territory, because they are not 

Thereafter I put on witnesses for the territory east of the Missis
sippi Valley to show you what their charges were and how they had 
gone down. They are higher than the compress ehargE>s, and that h 
true in the West. Some of the compresses in the 'Vest have not yet 
come down to the 15-cent per bale for the producers' cotton, but do 
not worry, if it stays in the Mississippi Valley, in Oklahoma, and 
northeast Texas, everybody wiJl be on it because they ca1mot keep orr 
of it. It only started last year and it takes a little time for that thin~ 
to get these rates down. Mr. Brooks of the F. M. testified he hact 
just changed his tariff about a week before that. You are right at the 
turning point in this thing. If you are going to force bidding on the 
desirable dead stock of compressed cotton, you are going to increase 
to the producer who makes this uncompressed bale the cost of re
ceiving and handling his cotton. It is just as inevitable as daylight 
and darkness. , · . 

Senator BANKHEAD. Is that all, Mr. Reed~ 
Mr. REED. Let me give you one more thing. 
Senator BANKHEAD. I am not unduly hurrying you. 
Mr. REED. I have one or two corrections I want to make.. I had 

to do this at noon and I had to jumble it up a little bit, but if you 
will give me a minute or two--

Senator BANKHEAD. All right. 
Mr. REED. On the question of these bids and the suggestion here 

that we should ask the Commodity Credit Corporation to interpret 
them for us, we did just exactly that. We asked them about that 
30 cents for compressiOn. We asked could we bid with that in there 
:md continue to collect our compression charge and we were told 
definitely "It is in the form when you bid on it." That was the 
information we got. Then we said can we separate these two and 
bid on the dead stock and handle our producers' cotton under the 
Bankhead Act, and we were told the Government cotton and the 
1938 stock cannot be separated and that any change whatever in 
form will throw bids out. 

Senator ELLENDER. Who signed the telegram? 
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Mr. REED. That was not a telegram. That was information I 
~ent to our people in Texas after we had the conference with the 
Commodity Credit Corporation. I will give you the names-

Senator ELLENDER (interposing). You took it up with Commodity 
Credit Corporation~ 

Mr. REED. Yes. 
Senator Eu..ENDER. And that was the information they gave you~ 
Mr. REED. Yes, sir. 
Senator AIKEN. That was 2 years ago~ 
Mr. REED. No; that was November 30,1940. 
Senator AIKEN. ~nat do you mean by 1938 cotton! 
Mr. REED. The Government-loan cotton the producer had an equity 

in, which was covered by the Bankhead Act., but they put it in this 
call for bids. 

(Discussion off the record.) 
Senator BANKHEAD. That, in effect, as I understand it, said the 

bids must include the 1938 fa11ner-owned cotton with what~ 
Mr. REEED. With the Government-owned cotton. 
Sewttor BANKHEAD. The Government-owned cottonY 
Mr. REED. Yes, sir. They said we could not separate it. 
Smuttor l3ANKHEAD. They sai{l you, must put it all in, or none' 
Mr. REED. Yes, sir. 
Senator McKELLAR. And that waE< dirt>ctly in the teeth of tJ1e 

Bankhead law ~ 
Mr. REED. Yes, sir. 
SPniltor Mc:K::E!LLAR. All right. 
Mr. Rn~o. We eYPll went to Mr. Appleby and asked him if he 

would not. require them to separate it-
Senator BANKHEAD (interposing). He is the Under-secr~tary of 

Agriculture? · 
Mr. REED. Y t>s, sir. 
Senator BANKHEAD. And he declined to do it~ 
Mr. REED. Yes, sir. 
Now, I want to refer to the statement that we forced this differ

ential in freight. rates. If you want to learn the history of that, 
you will find it in I. C. C. Docket 26235, 208 I. C. C., 677, decided 
May 8,1935. 

I think it would he helpful to the committee if it knew this loan 
program it> not inc·reasing the carry-over of cotton. One statement 
was made that in 1940-41 you are bound to get more cotton in the 
loan. The carry-over on December 31, 1939, was 14,579,000 bales. 
On DecembPr 31, 1940, with 2 loan programs combined, and 1 of 
them qnite a substantial one, the carry-over was 15,046,000, and since 
that I am infonued nearly that much has been sold-

SPnator McKELLAR. Nearly how much~ 
~Ir.REED. The difference between the 2, or 500,000 bales. 
SP~~tor ELLE~DER. l\Ir. Reed, if we cannot export and the present 

comhtwns tontmue. I suppose you will agree that there will he 
more t'nrry-over, will you not! 

~Ir. R~F..o. I was trvin~ to estahli~h that on Decl'mber 31 1940 that_ 
up until tht-n there 'hau onlv been 600.000 bales £~xport~d and thf' 
nuTy·on>r was not increaSE>d iuaterially. 
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Senator ELLENDER. Yes; but we had a large export, if I recall, 
about 6 or 8 months ago, perhaps; is that not true, Senator Bank~ 
head~ 

Senator BANKHEAD. Yes; under the influence of the export sub
sidies. 

Senator ELLENDER. That is what decreased it. 
Mr. REED. But I am talking about the period December 31, 1940, 

as compared with 1939. 
Senator ELLENDER. You will no doubt admit that with our export 

market remaining as it is now and producing 13,000,000 more bales, 
you will see those figures rise. 

Senator BANKHEAD. Inevitably. 
Senator ELLENDER. Yes; there is no use arguing about that. Off 

the record. 
(Discussion off the record.) 
Mr. REED. Mr. White said he was sure the Commodity Credit Cor

poration would have advised any warehouseman that they would 
not move equity cotton that was included· in the bid. That just 
begs the question. That is at record page 419-

Senator McluLLAR (interposing). Did they not advise you they 
would not divide the bids? 

Mr. REED. In other words, they included it in the bid and if we did 
not bid it down to the level of the dead stock, they would move 
it; that is the point; we could not hold it without bidding. 

Mr. WmTE. They at least agreed to meet the average rate. 
Mr. REED. You are wrong about that. The announcement was 

they would move it to the lowest bidder as rapidly as possible in 
line of transit. 

Senator BANKHEAD, Go ahead. 
Mr. REED. Mr. White said that of 33 members of the port asso

ciation there were 11 controlled by Anderson, Clayton. I think it 
is 14, and that does not include the Kelley-Kane plants at Corpus 
Christi and Brownsville in which they are interested. 

Senator McKELLAR. Does it include the Federal warehouse in 
which Clayton owned such a large part 1 

Mr. REED. No, sir. 
Senator ELLENDER. I was just whispering that. 
Senator MoKELLAR. I believe in speaking out loud. 
Senator ELLENDER. I thought Mr. Reed would read it and put it in. 
Mr. REED. Mr. Garsaud said he could not determine whether we 

could increase our freight rates unless you have first, the amount of 
our investment, and that is in the record for a majority of the plants 
handling Government-loan cotton in the interior, enough to be thor
oughly. representative. I think it amounts to nearly $60,000,000. 
Second, you could not do anything unless you knew our fixed charges. 
That can be determined by the figures on investment. We have 
given all of the taxes that bear on operating cost. He said you 
could not determine that question without an intemized cost of 
operation. We gave it to you for a period of 9 years. He said you 
ought to have our surplus and reserve. 

We have not put that in, but surplus and reserves merely show 
how long we can go without going broke when we get below our 
cost · 
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He did not say anything about being forced to increase our rates. 
He also said you would have to have our dividends and profits for 
the past 2 years, but I do not see that would be helpful in deter
mining what we should do in the future. He says you ought to 
know how much influence we have exerted on the railroads in order 
to keep that 15-cent rate in. I do not know what bearing that would 
have upon it. 

The most. unfair thing he did, and I think he did it unintention
ally, was that he took the-

Senator BANKHEAD (interposing). I think Mr. Reed, what you 
are saying now is argumentative. This part of the hearing is for 
presentation of facts. 

Senator McKELLAR. If you will stop long enough, I want to ask 
a question. 

Senator BANKHEAD. Eliminate the argument, because this is not 
the time for it. 

Mr. REED. I apologize. 
Senator McKELLAR. Has the Commodity Credit Corporation ever 

advertised for bids to the wheat and corn warehousemen¥ 
Mr. REED. My impression, Senator, is they have not. 
Senator McKELLAR. I have heard nothing of it. 
Mr. REED. I should say further with reference to that, I do not 

believe they own any grain; I do not believe they have taken over 
any grain. 

Senator McKELLAR. They have not taken it oved 
Mr. REED. No, sir. 
Senator McKELLAR. The Government owns an interest, do they 

not¥ 
Senator BANKHEAD. Yes. 
Mr. REED. But they have not taken title. 
Senator McKELLAR. It is not like the loan cotton 1 
Mr. REED. No, sir. 
On this 15-cent charge for delivery at shipside, everybody t~t 

undertook to answer that must have misunderstood what I satd. 
which was that the 15 cents did not apply if the bidder compressed 
the bale. That is the key to the effect of the 15-cent charge. 

One other thing in connection with it, the Houston Compress plant 
cost of 8 cents delivered to shipside when compared to the 12 and 
15 fixed in the form itself shows what the bidder under that form 
would have to charge. 

I want to correct a statement made by Mr. Johnson about the 
Northwestern and trader tariffs. Supplement 1 to the schedule of 
eharges in 1935 and 1936 raised the 15-cent charge of the North
western Compress Co. from 15 to 25 cents where it included in
surance. Supplement 1 to the trader's compress tariff of the same 
date in 1935 raised it to 25 cents where it included insurance, and all 
of that came back down to 15 cents concurrently with the Mississippi 
Valley. 

Se1iator McKELLAR. Were those the two Anderson, Clayton com-
presses-

Mr. REm (interposin~r). No, sir; that is the traders in Oklahoma. 
S!.'nator McKELLAR. Who are they owned by¥ 
Mr. REED. Their stock is scatt('red all over the country. 
Senator McKELLAR. They are independent¥ 
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Mr. REED. Yes. I do not know who owns them. I have only thE>. 
record of the Commodity Credit Corporation by companies,' atid 
I have underscored members of Southwestern and there are about 
33 of them, the members of the Southwestern Compress and Ware
house Association, and they have such a small amount of cotton when 
combined, I do not see how anyone could have the temerity to call 
it a trust. I have that list here and will give it to you for your 
information. · ' 

Senator BANKHEAD. We will not print it in the record. 
Mr. WHITE. Do you have the figures showing the amount of Gov

ernment-owned cotton stored in the interior which is in compressed 
form~ 

Mr. REED. I can give it to you for the 341 facilities. 
Mr. WHITE. Will you put that in the record? 
Mr. REED. It is already in there. 
Mr. WaiTE. I have not had a chance to check it. 
Mr. REED. As to the southwestern territory my impression is all 

of the 1934-35 and 1937-38 cotton in compresses is compressed, but 
in the warehouses, is it not? 

I would like to read this telegram int<> the record : 
A. L. REED, 

Care Calla1cay d Reed, Dallas: 
Definitely no further postponement and bids must be receirerl here by Tues· 

day noon. Must have separate bid for each corporation and every town must 
be specified. Government cotton and 38 stock cannot be separated. Any change 
whatever in form will throw bids out. We are protected on compression or 
fiat delivery same as heretofore: 

STANTON BROWN. 

Senator BANK.HL~D. The hearing in tllis matter is closed except as 
to representatives of the Commodity Credit Corporation who are 
invited to be here next Friday morning. 

I want to ask Mr. Reed and Mr. White and the Senators who are 
here and Mr. Andrews, who represents the Commodity Credit Cor-
poration, to remain, and everyone else to retire. . 

(Whereupon, at 3: 40 p. m., the committee adjourned until 10 a. m., 
Friday, February 7, 1941.) 



REGULATING THE W !REHOUSING OF COTTON HELD BY 
THE COMMODITY CREDIT CORPORATION 

TUESDAY, FEBRUARY 11, 1941 

UNITED STATES SENATE, 
CoMlHTTEE oN AoRIGCLTURE AND FoRESTRY, 

1V a8hington, D. 0. 
The conunittee met, pursuant to adjournment, at 10 a. m., in the 

committee room, 324 Senate Office Building, Senator John H. Bank
head presiding. 

Senator BANKHEAD. Gentlemen, Dr. Robbins has requested that he 
be permitted to make a statement and then submit himself for ex
anunation. I think that is a fair request, and we will let him proceed 
until he finishes his statement. 

STATEMENT OF CARL B. ROBBINS, PRESIDENT OF COMMODITY 
CREDIT CORPORATION, UNITED STATES DEPARTMENT OF 
AGRICULTURE 

Mr. RoBmNS. We are pleased to respond to the request of this 
committee and present some information from the Department of 
Agriculture which may be useful in a consideration of the questions 
raised by S. 262. 

In view of the fact that the problems of warehousing cotton are 
somewhat. eomplex, it is believed that the committee would prefer 
that we proceed by first giving some brief background material and 
then by uescribing in sequence the events that have occurred since 
November 8, 1940, the date on which bids were solicited for the storage 
of Government stocks of old-crop cotton. 

The Commodity Credit Corporation was formed pursuant to the 
provisions of the National Industrial Recovery Act, under the Presi
dent's Executive Order No. 6340, dated October 16, 1933. It was in
corporated as an agency of the United States Government under the 
laws of the State of Delaware on October 17, 1933. 

The· Corporation's capital stock is owned by the United States 
Government and its chief function is to serve as the agency of the 
Gorernment for making loans on surplus agricultural products. 

Prior to July 1, 1939, the Commodity Credit Corporation was an 
indt•pendent agency of the Federal Government. On that date, how
ever, the Corporation became part of the United States Department 
of Agriculture, and the exclusive voting rights of the Corporation's 
stock were vested in the Secretary of Agriculture under an Executive 
order of the President dated August 7, 1939. Except for certain legal 
technicalities attributable to the l'Orporate. form of organization, the 

355 
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Corporation operates as a regularly established bureau of the De
partment of Agriculture under the control and supervision of the 
Secretary of Agriculture. 

On August 17, 1939, the Secretary of Agriculture announced that 
in connection with the execution of the cotton-rubber-exchange agree
ment with Great Britain, the Government would acquire title to 
6,910,000 bales of 1934 and 1937 cotton on which loans were past due 
and the principal and accrued carrying charges were in excess of the 
market value of the cotton. This announcement of August 17, 1939, is 
submitted for the record. 

The S~retary of .Agriculture announced today that the Commodity Credit 
Corporation has extended the maturity of its loans on 1938-crop cotton 1 year 
to July 31, 1940; that it has taken title to the remainder of the .1934-crop 
cotton under Government loans; and that, in order to acquire the necessary 
additional cotton for delivery under the cotton-rubbPr-exchange agreement with 
Great Britain, it will take title on September 1, 1939, to the 1937-w-op cotton 
which is under Government loans. 

The 193S-crop loans were made on 4,480,000 bales of cotton. These loans 
averaged 8.85 cents per pound ; they were made on the basis of 8.3 cents for 
Middling %-inch cotton with adjustment in rates for higher and lower grades . 
.At the pres!:'nt market prices many producers haYe an equity in the 1938-crop 
cotton on which the loans have been extended. 

During recent weeks loans on approximately 400,000 bales of the 1938 crop 
have been repaid, and the cotton has been released. 

The Commodity Credit Corporation has acquired title to the approximately 
1,670,000 bales of 1934-orop cotton which were under Government loans. These 
loans were past due and the principal, pl_us accrued intl?rest and carrying 
charges, was !n excess of the market value of the cotton. Taking title to this 
1934-loan cotton provides stocks from which shipments can be made of such 
bales as may qualify for delivery under the agreement with the British Govem
ment for the exchange of cotton for rubber. 

It is anticipated that only a small part of this 1934-loan cotton will be found 
to be of the grade and staple whicb. will meet the s~ifications for this trans
action. 

On September 1, 1939, the Commodity Credit Corporation will acquire, in a 
similar manner, title to the approximat!:'ly 5,270,000 bal!:'s of 1937-crop cotton 
which are under Government loans. Cotton will be drawn from this stock 
to complete the delivery of the types of cotton required under the cotton-rubber
exchange agreement. The loans on the 1937-crop cotton are also past due and 
the principal, plus accrued interest and carrying OO.arges, is in excess of the 
market value of the cotton. 

Since Commodity Credit Corporation loans are of the nonrecourse type, the 
Corporation acquir('s title under the terms of producers' not!:'s and loan agree
ments by crediting thereon the principal amount loaned, plus all accrued interest 
and charges. 

The acquisition of title by the Government to the old loan stocks 
of 1934 and 1937 cotton automatically relieved that cotton of its 
former legal restrictions against being moved among warehouses. 

The provisions of law which place legal restrictions on the move
ment of cotton, so long as title is held by the producer under a Gov
ernment loan, are submitted for the record. 

Section 383 (b) of the Agricultural Adjustment Act of 1938 is as 
follows: 

Cotton held as security for any loan heretofore or hereafter made or arranged 
for by the Commodity Credit Corporation shall not hereafter be reconQentrated 
without the written consent of the producer or borrower. 

These foregoing provisions of law are supplemented by Public, No. 
660, Seventy-fifth Congress, which provides as follows: 

Be it enacted by the B~ulte and Ho-use of Representatives of the United 
States· of America in Congress assembled, That in the administration of sec-
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tion 383 (b) of the Agricultural Adjustment Act of 1938 the written consent 
of the producer or borrower to the reconcentration of any cotton held as 
8ecm·ity for any loan heretofore or hereafter made or arranged ~or by the 
Commodity C1·edit Corporation shall not be deemed to have been g1ven unless 
such consent shall have been given in an instrument made solely for that 
purpose. 
Notwith~tanding any provision of any loan agreement heretofore made, D(\ 

cotton held under any such agreement as security for any such loan shall 
be moved from one warehouse to another unless toe written consent of the 
producer or borrower shall have been obtained in a separate instrument given 
solf'ly for that purpose, as required by this Act. 

The giving of written consent for the reconstruction of C'otton shall not 
be made a condition upon the making of any loan hereafter made or arranged 
for by the Commodity Credit Corpot'ation: Provided, hou-ct'Cr, That in cases 
where there is congestion and lack of storage facilities, and the local ware
house certifies such fact and requests the Commodity Credit Corporation to 
move th(' cotton for reconcentration to some other point, or when the Com
modity Credit Corporation determines SU<'h loan <'Otton is improperly ware
housed and subject to damage, or if uninsured, or if any of the tet·ms of 
the loan agreement 'are violated, or if carrying charges are substantially in 
excess of the avera"e of carrying charges available el!lewhere, and the local 
warehouse, after notice, declines to reduce sueh charges, sueh written consent 
as provided in this amendment need not be obtained; and consent to move
ment under any of the conditions of this proviso may be required in future 
loan 'agreements. 

The rates for the storage, including insurance, of Government 
stocks of cotton generally m effect in 1939 were 25 cents per bale 
per month for the first season of storage and 18 cents per bale per 
month thereafter. A study of these storage rates indicated that they 
were somewhat excessive against farmers and the Government. 

In addition, the fact that the Government had acquired title to 
nearly 7,000,000 bales of cotton which could be moved among ware
houses without legal restriction, meant that the Government had 
become in a position to utilize competitive forces and bring about a. 
reduction of storage rates to a more nearly reasonable level. 

It was recognized, however, that under the conditions then existing, 
that is, with warehousemen accustomed to the existing high level 
of rates, it would not be possible to obtain an adequate reduction by 
making a solicitation for competitive bids until, as a first step, the 
basic level of rates had been reduced and warehousemen generally 
had become accustomed and adjusted to a revised structure of rates. 

Consequently, and after consultation with warehousemen, the De· 
partment of Agriculture anounced on October 19, 1939, that the maxi
mum rate for the storage of old Government stocks of cotton would 
be 12% cents per bale per month, effective November 1, 1939. This 
announcement is submitted for the record. 

The Department of Agriculture announced today that, effective November 1 
1939, the maximum rate approved by Commodity Credit Corporation for storing 
and insuring cotton already under loan or held by the Government will be 
12% ~nts per bale per month. 

Provisions of the ('()ntract submitted to the warehousemen on October 1 stipu
lated that the 12%-cent rate would become effecti¥e on August 1, 1939. After 
a co~ference with warehousemen and officials of the Commodity Credit Cor
porutwn, an und\'rstanding was rea('hed that an addition would be made to 
the contract to provide for a rate of 15 ~nts per bale per month for the 3-month 
period August, September, and October 1939. 

Another addition to the contraet previously submitted will protect the invest
rnl'nt of .warehoul"l('men in tb(' rompression of cotton, prior to O<'tober 15, nor
mally shtpped by rail nndt>r rates that make compt·ession necessary. All rates 
include fire insnran~ for the full market value of the cotton. 
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Commodity Credit Corporation will execute acceptance of the contracts, and 
insert the additions described abo,·e, on October 25, aud in any instance iu. 
which signed contracts are not rect>ived by the Corporation it will be nect>ssary 
to move the cotton to warehouses at concE:>ntration points where lower rates 
are available. 

Under the new-cotton-storage program a saving of approximately $10,000,000 
per year will be made for cotton p1·oducers and the Governml'nt in cnrrying 
charges. This does not include a saving to cotton producer~ of npproximately 
$2,250,000 on their 1008 loan cotton as a ronseqnence of the reduction of the 
interest rate, recently announced, from 4 to 3 percent on Commodity Credit 
Corporation loans which will be effective November 1. , 

The maximum 12%·cent rate is applicable only to cotton ft•om the 1938 aud 
earlier crops. 

A question has arisen before this committee as to1 whether the 
Commodity Credit Corporation is obliged under the provisions of 
section 3709 of the Revised Statutes to solicit competitive bids for 
warehousing services. 

The legal situation is that the Corporation must solicit bids as 
required by section 3709, except in those instances in which an exemp
tion is aranted by the Secretary of Agriculture. 

The Department looks upon the provisions of section 3709 as a 
great cornerstone in the efficient, economical, and fair conduct· of 
public affairs, and in practice exemptions are granted from its re
quirements only when conditions indicate that a solicitation of com
petitive bids would not obtain the necessary results. 

The teehnical legal situation on this question is set forth in an 
extract from an opinion by the Solicitor of the Department of 
Agriculture, rendered on October 14, 1939, which is submitted for 
the record. · 

In view of the revised bylaws of the Corporation, and the order of the Secre
tary of Agriculture to the effect that the business and operations of the Cor· 
poration shall be conducted pm·suant to the procedures and regulations of the 
Department of Agriculture, it is believed that the Corporation has now become 
subject to section 3709 of the Revised Statutes. 

It should be pointed out, however, that paragraph 2 of the Secretary's order 
authorized the establishment of exceptions to the procedur~>s and regulations 
of the Department of Agriculture, when such exceptions have been approved 
by the Secretary of Agriculture. 

In order to arrange for the storage, at the lowest available rates, 
of any Government-owned cotton which any local warehousemen 
might not care to store at the new 121f2-cent maximum rate, bids were 
solicited from cotton warehousemen in those port and interior con
centration points to which such cotton would be moved in the normal 
course of marketing. 

Under this arrangement approximately 336,000 bales of cotton 
were moved and stored at an average rate of approximately 10.4 
cents per bale per month. 

A copy of the solicitation for these bids, which was sent to the 
individual warehousemen in the concentration points on October 13, 
1939, is submitted for the record. 

Commodity Credit Corporation is now making arrangements for the storage 
of such cotton as it is necessary to move to interior or port concentration 
points and is interested in obtaining offers from warehouses. 

Any rate you offer is to be apvlicable to all Government-loan cotton regard
less of whether it may be presently in sto.rage or concentrated later. The rate. 
should include storage and insurance for the market value of the cotton. 
• In addition to the storage and insurance rate, the offer should be accompanied 
by rates offered for all other items covered by your taritr and a copy of your 
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tariff listing sucli items. Any offer you may make should be forwarded in 
time to be received by Commodity Credit Corporation by noon Wednesday, 
October 18. It should be understood that the Corporation reserves the tight 
to reject any or all offers. 

Under the provisions of Public, No. 387, Seventy-sixth Congress, 
the Commodity Credit Corporation was directed to store a substantial 
quantity of cotton in New England. This requirement of law 1s 
submitted for the record. 

The Commodity Credit Corporation is authorized and directed to transfer 
to warehouses in or near cotton manufacturing centers in New England not 
to exceed 800,000 bales of cotton, to which it now has title or may hereafter 
acquire title, having regard for the grades and staples customarily required 
by manufacturers in that area: Provided, That all necessary costs in connection 1 

with such transfer will not result in additional net cost to the Corporation. 

In order to carry out the provisions of this law bids were requested 
for the storage of cotton in New England on February 10, 1940. 
Through this solicitation of bids, arrangements .were made for the 
storage of 300,000 bales at rates ranging from 7 to 8 cents per bale 
per month, including insurance. The announcement of this request 
for bids is submitted for the record. 

Warehousemen in or near New England cotton-manufacturing centers today 
were Invited to place bids for storage of cotton held by Commodity Credit 
Corporation. 

It is contemplated that up to 300,000 bales of cotton held by Commodity 
Credit Corporation will be stored in New England warehouses in accordance 
with the provisions of an act of August 11, 1939. 

In order to be eligible, bids must be received by the Corporation before 
March 10, 1940. The results of the bidding will be announced as soon thereafter 
as practicable. Invitations for bids, a copy of the proposed contract, and pro
visions for surety bonds may be obtained by writing Commodity Credit Cor· 
poration, United States Department of Agriculture, Washington, D. C. 

Upon the expiration of a year of storage at the 121/2 cent maximum 
rate, in November 1940, the Department of Agriculture solicited 
bids for the storage of all Government stocks of cotton, except 1940 
crop cotton which was then in the process of coming under loan. 

This was done for the twofold purpose of obtainmg warehousing 
services for the Government and farmers at the lowest available 
rates and relieving the congested storage situation in certain locali
ties so as to pronde producers with adequate storage facilities for 
the 1940 crop cotton at all local points. 

The announ('ement of this solicitation for bids is submitted for the 
record: 

Commodity CrPdit Corporation today invited warehousemen to submit bids 
for the storage of all cotton, except that from the 1940 crop which is now 
being harre!"ted, either owned or hE>ld as secm·ity for loans by the Corporation. 

Bids mu~t be submitted prior to noon Xovember 22, 1940, and the rates 
offPred in bids accepted will be effective from December 1, 19-W. 

The iuvimtions for bids are limit~:>d to warehouses located in the cotton
prodm·ing area!l aud port8 adja('t>nt thereto. Cotton stored in these areas is 
readily arailuble fot' distribution to all domestic consuming c-enters and export 
murkPts without tlw lo8ll of tran~port;ltion expeuses. 

Tht> cotton lrill be sttlred at the warehouses offeriug the lowest rates and 
no bids may be t't>rist>d after the last date for submission. Any necessary 
movements of totton will be made in line of transit to domestic mills or ports. 

Offidals of the Corooration pointed out that this solicitation of bids is being 
made for the twofold purpose of obtaining warehousing services for the Gov
ernmPnt and farmers at thf!' lowest available rates and N>lieYing the con· 
gE>sted storage l'ituation in certain lOC'alities so as to provide llroducers with 
adequate faciliti~:>s for 19-W crop cotton at all Ioc:al points. 
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Exclusive of the 1940 crop, the Commodity Credit Corporation holds title 
to approximately 6,500,000 bales of cotton and has under loan approximately· 
2,200,000 bales. 

Copies of the invitation for bids may be obtained upon l"t'(}uest to the Com
modity Credit Corporation's office at Washington, D. C. 

Soon after the foregoing announcement was made of the solicitation 
for bids, the Department of Agriculture was requested by several 
spokesmen for certain groups of warehousemen to postpone the date 
for receiving bids. 

In order to comply with this request an announcement was made 
by the Department of Agriculture, on November 19, 1940, which 
deferred the date for the submission of bids from November 22 to 
December 3, 1940. 

This announcement is submitted for the record: 
Commodity Credit Corporation announced today that the time for submission 

of bids requested of warehousemen for the storage of cotton has been extended 
from November 22 to December 3, 1940. All other terms and conditions of the 
invitation for bids remain the same. 

Under the extension, bids must be submitted prior to noon, December 3, 
1940, and the rates offered in bids accepted will be effective from December 1, 
1940. 

Officials said that the extention was granted at the request of the warehouse
men who said that the invitation for bids did not giYe sufficient time for sub
mitting proposals. 

On December 2, 1940, Senator McKellar introduced Senate Rosolu
tion No. 337, which was adopted, and which requested that the bids 
received by the Department of Agriculture for the storage of Govern
ment stocks of cotton not be accepted until the matter could be con
sidered bv the Con2:ress. ' 

Senate Resolution 337 is submitted for the record: 
Resolved, That the Commodity Credit Corporation and the Department of 

,Agricultm·e be, and they are hereby, requested not to ask for, or if already 
asked for, not to receive bids or make contracts foi' the reconcentration or re
warehousing of cotton in the Southern Cotton States until the matter can be 
taken up and considered by the Congress at its ensuing January session. 

In order to conform to the request contained in Senate Resolu
tion 337, the Secretary of Agriculture announced on December 16, 
1940 that the acceptance of the competitive bids which had been re
ceived for the storage of Government stocks of cotton would be de
ferred from that date to February 1, 1941, so as to afford int(lrested 
persons an opportunity to obtain a consideration of their views by the 
Congress. 

The announcement of this action is submitted for the record: 
The Department of Agriculture announced today that in order to conform to 

the request contained in Senate Resolution 337, of December 2. 1940, the date 
for the acceptance of the competitive bids which the Commodity C1·edit Cor
poration has received for the st01·age of Government stocks of cotton has been 
deferred from December 16, 1940 as set forth In the invitation for bids, to 
February 1, 1941, as described in the following letter: 
THE VICE PRESIDENT, 

United States Senate. 
DEAR llR. VIcE PREsiDENT: Careful conside1·ation has been given to Senate 

Resolution 3H7. of December 2, 1940, requesting that the competitive bids which 
the Commodity C1·edit Corporation has received for the storage of Government 
!:ltOCks of cotton not be accepted until there has been an opportunity for the 
Congress to consider tboe subject. _ 
. In order to conform to the request which is contained in Senate Resolution 

337, anDfuncement is being made today that the date for acceptance of the bids 



REGL'LATE WAREHOV"Sl~G OF COTTON 361 
has been deferred from December 16, 194{), as set forth in the invitation for 
hids, to February 1, 1941. This action will afford all persons an adequate 
oppot·tuuity to obtain a conside1·ation of their views by the Congress. 

~incerely yours, 
Cr..AUDE R. WICKARD, Sw·etary. 

On January 9, 1941, Senator :McKellar introduced S. 262, which is 
submitted for the record: , 

Be it emrded by tlle Senate a11d House of Represe11tatives of the United States 
of America in Congtess assembled, That the Commodity C1·edit Corporation is 
hereby authorized to enter into one-year contracts prior to August 1 in each 
year for the warehousing 01' storing, in accordance with the provisions contained 
in section 2 of this Act, of cotton heretofore or hereafter acquired by such 
Corpol'ation and cotton held as security for loans heretofore or hereafter made 
01' ananged for by such Corporation. 

Such contracts may be entered into without advertising and without competi
tive bidding; and, if the Corporation is unable to enter into satisfactory con
t1·acts at reasonable t•ates without adve1tising and competitive bidding, such 
contracts may be made pursuant to advertisement and competitive bidding. 

In any 11uch case advertisements for bids shall be published at least three 
times in a daily newspaprr of general circulation in the vicinity, determined in 
acc01·dance with the p1·m·isions of section 2 of this Act, in which the cotton should 
be warehoused or stored, and the contro.ct shall be awarded to the lowest re
sponNible bidder in such vicinity having satisfactory warehousing or storage 
faciliti~>s if the rates contained in his bid are reasonable. 

SEC. 2. All cotton which is warehoused or stored under any contract or ar· 
rangement made by the Commodity Credit Corporation shall be warehoused 
or stored in the 1H'a1·est locality to the place where it is produced, or to Ute 
plm~ where it is located when such contract or arrangement is made, within 
which satisfactory facilities can be obtained at reasonable rates; it being the 
purpose of this Act to continue in effect the system of warehousing or storing 
such cotton in the cotton-producing States, near the places where such cotton 
is pr·oduced, in ac<·o1·dance with the system in effect during the year 1940, so as 
( 1) to pt·ewnt nnnecPssnry and nrwconomical costs to far·mers arising out of the 
sampling and 1'e,;ampling of thPit· cotton, or arising out of warehousing or storing 
their cotton and 1'ewarehouRing or re-storing it in the same season, or arising out 
of transpor·tation chnrges incurred in conne<>tion with rewnrehousing, re-storing, 
01' reconcent1·ating their cotton; (2) to pr·eyent the removal of cotton to ware
houses fnr· distant from the homes of the farmers who own it, or have interests 
in It; and (3) to t)l'eYent monopolistic control and monopolistic tendencies with 
respect to the warehousing, storing, and reconcentration of cotton owned by 
farmers, ot• by the Government. 

SEC. 3. In determining reasonable rates for the warehousing or storage of cot· 
ton fo1• the purpo~es of this Act, consideration shall be given to the rates for 
stwh se1'Yil'e~ which have been in effect during the years 1936 to 1940, inclusive, 
and no consideration shall be given to unusually low rates at which facilities are 
aruilahle by 1't'flsnn of nbnormal dislocations in foreign commerce. 

!:oiEC. 4. All laws or pa1·ts of lnws In conflict with or inconsistent with the 
prtwi:o;lons of this Act are het·eby repealed to the extent of such con1iict or in· 
<·onsistency. 

After an analysis had been made of the bids received for the storag13 
of cotton, the Secretary of Agriculture addressed a letter to the Vice 
President, on January 15, 1941, setting forth the reduction of carry
ing charges, made ngainst the Government and farmers, that coul.:l 
bt> obtained by acceptance of the bids. 

That letter is submitted for the record: 
Sin~ I wrote you on Dt><'embPr 16, 1940, with respect to Senate Resolution 337 

of Dl'ce!flber 2, 1!»0, there has been an opportunity to analyze the competitive 
bids whteh the Commodity Credit Corporation has received from warehOWII!S for 
till' storag<' of Go,·ernm<'nt stocks of cotton. 

Th<' anal~·sis of bids shows that substantial reductions in carrving charges on 
th~ Govt>rnmPnt stol'ks of cotton have been offered. In fact, it ·has been deter
mmt'd thut acet>J~tarwe of the bids would result in a reduction of carrying 
cbnrgPS mnde agamst tbe Govl'rnment and farmers of apt)roximately 15 perc'\'nt, 
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or $5,000 per day, after expiration of a brief initial period of less than 6 months, 
··.on the average, for the absorption of all super'fision expense, handling cost, and 

possible unrecoverable transportation charges. 
In my letter of December 16 we told you that the date for acceptance of 

bids had been deferred from December 16, 1940, to February 1. 1941, in response 
to the request in Senate Resolution 337 that we not l'eQeive bids or make con· 
tracts until the Congress could consider the matter. 

As an executive department of go;emment, we are now in the position of 
having been requested by one House of the Congress to defer, pending legislative 
consideration, administrative action which we feel is required in order to effect 
substantial savings for farmers and for the Government. 

As previously indicated, our analysis of the bids shows that, on the most 
conservative estimates, we could save for farmers and the Government about 
15 percent of the present carrying charges. · 

In view of the circumstanoes stated above, and of the statE>ments contained in 
my letter of December 16, 1940, I want to make clear that I feel the public 
interest dictates that we proceed to accept bids on February 1 for the storage 
of cotton. At the same time I am aware that the Senate has gone on record 
requesting the Department not to accept bids until the Congress has had an 
opportunity to consider the matter. 

This is to inform you of our administrative duty as we see it. I trust that 
unless we are specifically direQted by Congress to pursue some other course of 
action you will understand our position in proceeding to accept bids on Febnmry 
1, 1941, when the period of our deferment in response to Senate Resolution 337 

. will expire. 

On January 22,1941, the &cretary of Agriculture~ at the request of 
this committee, rendered the following report on S. 262 : 

This is in reply to your request of January 13, 1941, for a report on S. 262, 
a bill for regulating the warehousing, storing, and reeoueentration of cotton 
held by the Commodity Credit Corporation. 

The principal provisions of this bill apparently would : 
(1) Prohibit the Department of· Agriculture from moving any cotton from the 

vicinity of the locality in which it was produced or is now stored; (2) compel 
the Department to enter into contracts for the storage of cotton without com
petitive bidding if "reasonable rates'' as described in the bill were available 
through negotiation; and (3) prevent the Department, in the event that sucl! 
"reasonable rates'' were not available. from awarding a contract to the lowest 
of all bidders and compel its award to the lowest bidder in only the "vicinity" 
in which the cotton was produced or is now stored. 

The bill provides that a determination of "reasonable ratt>S" woult't have to 
be based upon n consideration of the rates "in effect dul'ing the years 1936-40, 
inclusive." 

On the basis of our actual experience with rl:'strictions on the movement 
of cotton, we believe that the provisions of this bill would create special mo
nopolistic conditions in the warehousing of cotton and place unnecessary and 
excessive costs on farmers and the Government. Consequently, the provisions 
of the bill would seem to defeat its stated purpose to prevent monopoly and 
unnecessary costs to farmers. 

These results could be expected because at)parently (1) the Department 
would be prohibited from soliciting competitive bids so long as storage con· 
tracts were available at the increased costs indicated by the basis specified 
for the determination of "reasonable rates''; (2) the Department would have 
to determine "r€asonable rates" on the basis of a considl:'ration of the rates 
that were in effect for the years 1936-40, a period during which the average 
storage rates were more than 50 percent in excess of the rates now being 
charged farmers and the Government, which rates in turn are considerably 
higher than the rates warehousemen have offered in r€'sponse to a recent 
80licitation for competitive bids; and (3) the Department would be prohibited 
from moving cotton from one locality to another and would be compelled to 
11ccept whatever offers were made by the warehouses of each individual 
locality, and there are a great many localities, having only one or two ware
houses, within which competition for the storage of cotton is t>ither negligible. 
or nonexistent. 

The ex('('ss profits that many warehousemen made at the expense of farmers 
and tht> Government. when restril.'tions Wl:'re effectivE> on the moYeml:'nt of 
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cotton now owned by the Government, have demonstrated the conditions that 
could be expected under the restrictive provisions of S. 262. 

Competition in the storage of cotton is destroyed and monopolistic conditions 
substituted whenever the possible movement of cotton is legally prohibited. 
There seems to be no reason to doubt that increased and excessive charges to 
farmers and the Govet·nment would result unavoidably under the provisions 
of this bill because it would deny those localities which normally store more 
cotton than they produce the right to enter into competition and to utilize 
their established facilities. 

For instance, one of the first f'ffects of the bill would be to prohibit the 
acceptance of the bids now in hand for the storage of some old-crop cotton at 
rates that would reduce the carrying charges to the Government and farmer.~ 
by approximately 15 percent of $5,000 per day. 

In view of the fact that the apparent effects of S. 262 would unfortunately 
be to create special monopolistic conditions in the storage of cotton, and to 
burden farmers and the Government with increased and excessive storage costs, 
it is the opinion of the Department that this bill should not be enacted. 

As required by Budget But·eau Circular No. 344, a copy of our proposed 
report was spbmitted to the Bureau of the Budget for clearance and, on Jan· 
uary 22, the Assistant Director thereof advised that the enactment of the 
proposed legislation would not be in accord with the program of the President. 

On January 23~ 1941, this committee held a meeting for the con
sideration of S. 262, and adopted a resolution by Senator McKellar 
which requested the Secretary of Agriculture to announce a further 
poRtponement of the date for the acceptance of the bids, 

The resolution is submitted for the record. · • 
Whereas a difference has arisen about the amount of time that it will take 

to dispose of Senate bill 262, or any amendments or substitutes therefor; and 
Whereas the Secretary of Agriculture bas heretofore announced that he will 

take action on the bids tbllt bare bl.'en asked for for the warehousing of 
cotton: Now, therefore, be it 

&solved, That this committee requests the Secretary of Agriculture to hoM 
the matter for 60 days fi'Olll this dute, in order that the two Houses of Congress 
may pass npon this bill. Of cour~e. if it ('ftn be- passed or defeated earlier, 
this t•esolution ends at that time. 

On .January 31, 1941, the Secretary of Agriculture, in order to 
comply with the foregoing request by this committee, announced that 
tlw d;1te for acreptance of bids for storing Government stocks of 
cotton had bt't>n po~tponed from February 1, 1941, to not later than 
Mnrl'h 2a, 1941. 

This unouncemt>nt is submitted for the record. 
f\t>eretary Claude R. Wickard announced today that in eompliance with th(> 

requP~t of tile 8t'uate Committf'e on Agriculture, which bas Senate bill 262 
uud~>r consideration, the dati' for acceptance of warehouse bids on storing 
Gowrnment-ownE'd cotton has been extended from February 1, 1941, to ''not 
latet· than March 23, 1941." 

~ecrt-tat·y Wickard's letter to the Senate Committee on Agriculture follows: 
''This is to advise you that the date for the acceptance of bids that ha\·e 

~n l'(>ceived for the storage of Government stocks of cotton will be postpon(>d 
from February 1, 1941, to not later than March 23, 1941, in accordance with 
the request for deferment set forth in a resolution ndopted on January 23 by 
the Olmmittee on Agriculture and Forestry. 

"This action is taken on the assumption that every effort will be mad·~ 
by the inte1·ested pe1·sous to expedite a consideration of S. 262." 

We belieYe that the basic question raised before this committee 
by S. 262 is whether the Department of Agriculture should be denied 
the legal right to more some of the Government stocks of cotton 
whenever sul'h uctio~1 may be required in order to protect farmers 
and taxpayers agamst unnecessary and excessive warehousiu~ 
charges. 
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This basic question appears to have been discussed adequately in 
the report rendered to the committee by the Secretary of Agricul
ture on January 22, 1941. 

One of the first results of the enactment of S. 262 would be to pre
vent the acceptance of the competitive bids now in hand by the De
partment of Agriculture for the storage of Government stocks of 
cotton . 

.Beginning on January 24, 1941, a group of representatives of con
cerns which own cotton-warehousing facilities at several interior 
points testified in support of the bill by addressing themselves pri· 
marily to this first potential result of S. 262. . 

In that testimony about six minor contentions and one major con
tention were made repeatedly against the acceptance of the bids now 
in hand by the Department of Agriculture. 

In view of the fact that these arguments appear to be somewhat 
at variance with the actual situation that has come t& our atten

. tion, we believe that with the permission of the committee it would 
be desirable to comment briefly on the contentions that were made. 

· Let us dispose of the minor contentions before giving attention to 
the major argument advanced to support S. 262. . 

First : The contention was made that the recent solicitation of 
bids for the storage of cotton violated the provisions of section 383 
(b) of the Agricultural Adjustment Act of 1938, as amended by 
Public, No. 660, Seventy-fifth Congress, which have been submitted 
for the record. The solicitation of bids was, of course, approved by 
the Solicitor of the Department of Agriculture. 

It may suffice to point out that there is no provision in this law 
which prohibits a solicitation of bids for the storage of cotton. 
In fact, a solicitation of bids is possibly the best, or even the only, 
method of determining the "average of carrying charges available 
elsewhere," as set forth in the law. 

Second : The contention was made that interior warehousemen 
could not offer bids under the terms of the solicitation. Two argu
ments were repeatedly offered to support this contention. 

In the first place it was alleged that the 15-cent shipside-delivery 
charge is for a service that could not be performed by interior ware
housemen without incurring extremely large expenses in transporting 
cotton from distant interior points to the ports. 

This contention is without basis because, among other reasons, 
the term "shipside delivery" is commonly used and understood by 
practically everyone in the cotton warehousing and shipping industry 
to describe a service that is rendered only by port warehouses. This 
contention must rest on the assumption that a Government contract 
is likely to be interpreted without regard to the usual meaning of 
the terms used, and also in such an unreasonable manner as to compel 
a warehouseman, for a 15-cent fee, to bear a cost of, say, $1.50 or 
more for transporting a bale of cotton from a distant interior point 
to a port. 

In the second place, it was alleged that in bidding, the interior 
warehousemen were required to include a "moving" stock of farmer
owned cotton stored under Government loan from the 1938 and 1939 
crops, and that the ports would receive Government-owned cotton 
which was called "dead" storage. 
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The fact is that the old loan cotton cannot be considered as a mov
ing stock as contrasted with the Government-owned cotton as dead 
8torage. 

The loan cotton included in the bids is composed of 2,010,000 bales 
from the 1938 crop, and 20,000 of 1939 loan cotton. It was well
known by all concerned that the movement of this cotton out of the 
loan would, of course, practically cease with the harvesting of the 
1940 crop, which can be redeemed from the loan for considerably 
lower payments. And, of course, the rEpossessions of 1938-loan 
cotton naturally terminated for all practical purposes by November 
1, 1940, at which time substantial quantities of 1940-crop cotton had 
become available in the market. 

As a matter of fact, from that date to January 1, 1941, the with
drawals of 1938 cotton from the loan were less than 2,000 bales, 
or less than 1 bale for each 1,000 bales in the stock. 

Furthermore, it may be noted that the movement of Government
owned stocks of cotton export outlets, such as occurred under the 
barter agreement with Great Britain fot· the exchange of cotton for 
l'Ubber, means that such cotton may not be considered as absolutely 
dead storage. 

Moreover, contrary to the conditions indicated by some of the 
testimony before this committee with respect to the former movement 
of 1938-crop loan cotton, the Department of Agriculture's records 
show that the ave~age length of time such cotton has remained in 
storage has already exceeded 20 months. 

Finally, it may be noted that not only is this contention lacking in 
any substantial basis but also that, as a matter of fact, bids for a 
large quantity of cotton were received from interior warehouses. 

Third. The connection was made that any movement of Govern
ment-owned Delta cotton to the ports would result in the loss of 
identity of the location in which it was produced and hence in the 
loss of price ;premiums for such cotton. 

Without g1ving any consideration to the question of the extent of 
the prevalence and the size of such price premiums, it may suffice to 
point out that the records maintained by the Department of Agri
culture for all Government stocks of cotton, whether owned or under 
loan, show for each bale the point of origin. · 

Fourth. The contention was made that any movement of Govern
ment-owned cotton to save storage expense would result in a loss of 
weight in the cotton. 

Presumably, such a contention refers to the fact that frequently 
there is a slight gain or loss of weight in the shipment of cotton. 
Such slight changes are inevitable. They are usually a consequence 
of chang('s in moisture content. 

Fifth. The contention was made that any movement of Govern
ment-owned cotton to save storage expense would entail a cost for 
resampling. 

The real situation is that no resampling would be required because 
the Department of Agriculture already has the samples and the class 
for all exct>pt a small number of bales of Gover1m1ent-owned cotton. 

Sixth. The contention was made that much of the cotton to be 
moyed ~nto l~w-cost storage offered at the ports would be reshipped 
to mtenor pomts at a later date. 

:!!14272-41-:!4 
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Such a statement seems to be based on the extreme position that 
Government-owned cotton stored at ports will not be exported. · 

The extremity of such opinion is indicated by the fact that it 
seems to rest on the assumption, first, that the Congress is likely to 
reduce the farmers' allotments for the production of cotton below 
the amount required for domestic consumption; and, second, that 
domestic consumption will exceed domestic production by an amount 
even greater than the very large surplus of Government-owned an(l 
Government-loan cotton that would remain in storage at· interior 
points. · . · · · · · · 

We come now to the major contention made to support.· S. 262. 
The contention made most emphatically and repeatedly by the repre
sentatives of interior warehousemen was their expression of opinion 

·that, if some Government-owned cotton were moved into port storage, 
the interior warehousemen would raise the rates they chm·ge on other 

·cotton. 
This deserves careful consideration because, if it were true, the situ

ation would constitute a threat to the welfare of farmers. Moreover, 
if such a situation were to exist, it would indicate that the warehons(>s 
in question occupy a substantial degree of monopolistic position in 
the storage of cotton. A brief explanation will make this clear: · 

If some Government-owned cotton were moved from the ware· 
· houses operated by these gentlemen they would have left a Jnrger 
supply of their basic service for sale, which is storage space; mid, 
of course, everyone recognizes that under freely competitiYe condi-
tions price declines as supplY. increases. ' 

Briefly, we all know, as it is stated, that only a monopolist can 
reverse the law of supply and demand, and raise his price when the 
supply of what he is selling is increased. ' · 

If there were full and free competition among interior wnrehouses 
for the storage of cotton, storage rates could be expected to decline 
somewhat with an increase in the amount of storage· spa:ce made 
available on the market.· 

The opinion expressed in the record; that if the vacant space in 
· interior warehouses were increased the warehousemen would raise 
t.he rates they charge on other cotton, would seem on first sight to 
be contradicted by the opinion, which was also expressed in the 

:record to support S. 262, that the port warehouses have offered re
duced storage rates because of the existence of such vacant storage 
space. . , 

In other words, the committee was told, in support of S. 262, that 
, vacant space causes lower rates at the ports and higher rates in the 
interior. · 

Apparently these opinions could be reconciled only on the assump-
-tion that rates for the storage of cotton at interior points are deter· 
mined under some degree of monopolistic conditions, and that the 
rates :for the storage of cotton .at ports are determined under more 
competitive conditions. 

We find it difficult to believe that such contrasting conditions 
· obtain between interior and port storage. 

There are additional reasons to doubt· that the opinion about 
inland storage rates expressed by the representatives of interior 
warehousemen would necessarily prove true, but at the same time 
it is not difficult to understand how they may have come to possess 
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the opinion that i{ some Government-owned cotton were moved into 
port storage they would raise the rates charged on cotton stored at 
interior points. 

These warehousemen, and some others similarly situated, may in the 
past have occupied such a degree of monopolistic position in their 
mdividuallocalities that they still feel confident of an ability to raise 
storage rates !SO as to maintain the full level of their present incomes 
even though the quantity of cotton stored in their warehouses were 
somewhat reduced. · 

We believe, however. that in forming this opinion they may not 
have made adequate allowance for the options that have been made 

. available to cotton producers under the present Government-loan pro
gram and fot· the present l'ight of the Government to move the stocks 
of cotton it owns. 

Today, for instance, cotton producers can place their cotton under 
loan and repossess it from the loan at very little expense or incon
venience; and, in addition, many cotton producers can, in view of the 
recent addition of location differentials to the loan program, store 
their cotton which is to be consumed at very distant points at different 
loeations along the normal route of marketmg without additional cost. 

We believe that through these options and differentials in the 
cotton-loan program, and through the acquisition of title to a sub
stantial stock of cotton which the Government can move without legal 
restriction, it has been possible to decrease appreciably such formerly 
large degree of monopolistic position in the storage of cotton as may 
have served as the basis for the opinion expressed by these warehouse
men. 

Consequently, it is believed that under present circumstances the 
Government is already in a position to afford farmers some protection 
a~ainst the reversion of storage charges to the higher levels that ob
tained a few vears ago. 

In additioi1, if the farmers and the Government were to find them
selves confronted with a proof of the opinion expressed by these 
warehousemen, in the form of any demands for excessive storage rates~ 
they could resort to one or more of the usual alternatives that are 
utifized to meet such situations. . 

It is not believed, therefore, that the savings in warehouse charges 
that could be obtained by accepting the bids which have been received 
would be offset in the other direction indicated by the testimony of 
the rt>presentatives of the interior warehouses. 

Careful scrutiny needs to be given to the major contention of the 
representatives of the interior warehouses that, if some Government
owned cotton were moved into port storage1 they would raise the rates 
they charge on other cotton. 

If the monopolistic condition indicated by their contention actually 
exists! it would hardly seem appropriate as a. remedy for the problen1 
to enact uew leg-islation that would grant them a. still greater degree 
of monopoly and tie the bands of the Department of Agriculture so 
that it eould not protect farmers in case the power of such increased 
monopoly were not exercised mercifullv. 

\Ve submit for your consideration the observation that if the repre
sentatives of the interior warehousemen possess, and would use, the 
monopolistir powers thl'ir testimony indicates, the condition thev de
S<'t·ibe would seem to eall for some effective public regulation of cOtton 
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warehousing rl!tes charged farmers and not for a grant of still greater 
monopoly powers. · 

About the only effective public regulatory force that can be brought 
to bear on the situation today is found in the existing right of the 
Department of Agriculture to move Government-owned cotton with
out legal restriction. 

An enactment of S. 262 in either its present form, or in any one of 
the numerous other forms into which it might be recast to place 
restrictions on the right of the Government to move its cotton, would 
deprive the Department of Agriculture of an ability to protect farmers 
and the Government against any unfair exercise of the monopolistic 
powers which the representatives of interior warehousemen have de
scribed at such great length in their testimony before this committee. 

To summarize, it may be pointed out that we have carefully exam
ined all the testimony that has been offered for the record to support 
S. 262, and that we have not been able to find that it contains any 
contention that will withstand analysis. 

On the other hand, there are, as set forth in the report made by 
the Secretary of Agriculture, several basic objections to S. 262 from 
the standpoint of the public welfare. · 

In conclusion, probably one piece of information should be offered 
to the committee which was not developed in the testimony. 

Reference is made to an unusual problem that arose for considera
tion last week when in some attempts to reach a satisfactory agree
ment among themselves on this situation, representatives of interior 
and port, and large and small, warehouses met to consider various 
alternatives to the acceptance of the bids now in hand. 

When the solicitation of bids was made, a few of the large interior 
warehouse organizations may have felt that they were confronted with 
a dilemma in which it was necessary to choose between either making 
bids that would reduce their rates and hold the cotton in question, or 
in not making competitive bids and · taking a chance that 
in the end the Government would not be able to accept the bids of 
other warehousemen. 

Of course, we do not know how they may have looked upon the 
situation, but the fact is that a few of the large interior warehousing 
organizations elected not to reduce their rates through the submission 
of bids. Now, it so happens that in some cases cotton stored by these 
organizations is in the most advantageous locations for movement to 
those ports where a substantial amount of storage space was offered 
at lower rates; and as a consequence, the majority of the cotton that 
would be moved through acceptance of the bids now in hand is pres
ently stored with these large interior warehousing organizations. 

If, under these conditions which have developed, a new solicita
tion of bids were made or some proration alternative were adopted, 
there almost certainly would be some transference of a loss of cotton 
from these large organizations, which did not submit competive bids, 
to the moderate and small-size warehouses. Thus arose a problem of 
equity for which as well as for some other problem of undertaking 
to arrive at an alternative, no suggested solution could be found. 

Naturally the Department of Agriculture would be plea,sed to 
supply the committee with any additional information that may be 
desired. 

I thank you. 
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Senator BANKHEAD. Let me ask Dr. Robbins a few questions before 
I release. him for questioning. 

Doctor, have you had any meeting of the board of directors of the 
Commodity Credit Corporation to act on this subject~ · 

Mr. RoBBINs. No, sir. The Commodity Credit Corporation, Senator. 
Bankhead, functions as a Bureau of the Department of Agriculture. 
There is no need for a meeting of the board of directors excel?t to ap
prove an annual report, or take such other technical legal action as is 
required on account of the corporate form of organization. 

Senator BANKHEAD. How many members of the board are there~ 
Mr. RoBBINs. There are 6. 
Senator BANKHEAD. And who are they? 
Mr. RoBBINS. The members of the board at the present time are Mr. 

Black, of the Farm Credit Administration; Mr. Hudson, of the Na
tional Defense Commission ; Mr. Evans, of the Agricultural Adjm;i
ment Administration; Mr. Goodlow, who has recently become em
ployed by the Reconstruction Finance Corporation; and myself. 

Senator McKELLAR. That is only 5; who is the other member of the 
board? 

Senator AIKEN. Who is Mr. Hudson connected with? 
~k RoBBINS. Mr. Hudson was formerly Assistant Administrator of 

the Agricultural Adjustment Administration and I believe he still 
holds that position, but most of his time is now being given to the 
work of the office of Mr. Chester Davis, the agricultural representative 
of the National Defense Commission. 

There has not been a meeting of the board of directors of the 
Con1modity Credit Co\porntion since about the first week after the 
Corporation became part of the Department of Agriculture, in the 
summer of 1939. 

Senator BANKHEAD. There has been no meeting of the board of 
directors of the Corporation since that time~ 

Mr. RoBBINS. No, sir. 
Senntor BANKHEAD. So, you act on all matters coming before the 

Corporation, that is, matters of this character, as you see fit, without 
holding any meetings of the board at any time~ 

Mr. RoBBINs. It is true, Senator, that the board of directors is 
purely a legal formality. · 

Senntor BANKHEAD. Why do you say that, Doctod Is it because 
ymf treat it that way; is that the reason you say so~ 

Mr. RoBBINs. No, not for that reason, Senator; but because under 
the regulations governing the Corporation issued bv the Secretary of 
Agriculture, it is set up to be oper·ated as a regularly established Bureau 
of the Department; but I would like to emphasize the fact that action, 
such as the solicitation of bids, as in this instance, is not taken on the 
bnsis of the judgment of any one person, or even of any one part of the 
Department of Commerce. Such a determination represents an action 
by the Secretary of Agriculture, in which many persons and several 
parts of the Department have participated. 

For instance, in a case of this kind, a docket would be prepared 
making the proposal that bids be solicited and giving the reasons 
for making the solicitation, and such other infonnation that ought 
to be eonsidl'red in making the final decision on the proposal, and 
that is merely approved by the head of the Corporation and it is .. 
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then submitted for the approval of the attorneys and the Solicitor 
of the Department; it then must be approved by the staff of the· 
Budget officer, or the Director of Finance, and then it is sent to the 
office of the Secretary of Agriculture, where it is t>xamined by the 
a95istants to the Secretary, and finally it· must be approved by the 
Secretary himself before any action can be taken. · 

Senator BANKHEAD. As I understand it, the board has had no 
meeting on this subject; you have had no meeting for approximately 
2 years; is that conect ~ 

Mr. RoBBINS. That is correct, Senator Bankhead. 
Senator BANKHEAD. And you regard yourself as the head of this 

Bureau because yon hold the title of President of the Commodity 
Credit Corporation~ 

Mr. Ronm~s. That is correct. Senator. 
Senator BANKHEAD. Dr. Robbins, when did this movement origi

nate to ship this cotton to the ports~ 
Mr. RoBBINS. Senator, I had not thought of the solicitation of bids 

as a movement to ship cotton to the ports; we had looked upon it as 
an effort to obtain a further reduction of the carrying charges on 
the Government stocks of cotton. 

Senator BANKHEAD. But you expected to do that by shipping it 
to the ports, did you not, Doctor? I think that can be confessed or 
admitted, that that was your hope, your objective, and your belief, 
that that was the way you would get a substantial reduction, by 
shipping to the ports~ Is that not so? · 

Mr. RoBBINS. I would like to point out that while much of the 
saving would come from a movement of cotto~ to lower-cost storage 
that has been offered at port points, still, by accepting these bids, the 
Department would obtain reduce.d rates on approximately 3,000,000 
bales of cotton which would not be moYed at all from the present 
locations. 

Senator R~XKHEAD. That is because of the threat of lower rates at 
the port; is that not correct~ · 

Mr. RoBBINS. I believe that because of the working out of com
petitive forces, that is, that bids would be received which would 
reduce the present carrying charges on 2,970,000 bales of cotton 
without movement from their present locations. 

Senator BANKHEAD. And that would be by the coercive powe.r the 
cht'ap rates at the ports would provide; is· that not correct~ 

.Mr. RoBBINS. That would not be a eomplete statement of the situa
tion, Senator Bankhead, because in bidding, the individual ware
housemen are bidding in competition with other local warehouse
men and with interior warehousemen at concentration points, as 
well as with the warehousemen at the ports. 

Senator BANKHEAD. In your mind all of the time, though, you 
were llsing the leverage of the ports on the rest of the industry in 
pressing this movf'ment 1 

Mr. RoBBINS. We were certainly availing ourselves, yes; Senator 
Bankhead, of the competitive forces of the ports, which was the 
largest. eompetitive force, as well as the competitive forces that could 
he brought into play from the interior. 

Senator BANKHEAD. What representatives of the ports first ap
proached you about this movement~ 
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Mr. HoBBINS. This proposal came to me from the Cotton Divis~on 
of the Commodity Credit Corporation rather than from an outside 
source, Senator Bankhead. 

Senator BANKHF..AD. Well, who presented it to them, Doctor~. You 
know what I am talking about; you know what I am trymg to 
get from you. 

~Ir. HounrNs. I really do not know that ~ny individu~l had b~en 
presiiing for a consideration of that alternative. There IS here With 
mel .Mr. Rathell, Director of ~he Cotrnno~ity qredit Corpor~ti?n's 
Cotton Division, and I w?ul~ Jlke to ask hun, w1th your per~1~1?n, 
wlwtlll'r any particular mdividual had urged the Cotton DIVISion 
to propot-ie that bids be solicited. 

r;euator BANKHEAD. All right. 
Mr. RATHELL. In considermg the storage problems, about October 

1939 I believe, at a meeting held in the Department of Agriculture, 
there was some suggestion of competitive b1ds at that time made by 
nu·ious port- • 

~enator BANKHEAD (interpo~ing). \\l1at time was that~ 
Mr. RATHELL. October 1939. 
Senator BANKHEAD. And who wel'e they~ 
~lr. RATHELL. W1w were they~ 
Senator BANKHEAD. Yes. 
Mr. RATHELL. I would haYe to look at the re\":ord to get that 

information. 
Senator BANKHEAD. Surely you have some recollection of that, Mr .. 

Rathell, have you not~ 
Mr. HATHELL. I think Mr. Johnson made a proposal of that type. 
Senator BANKHEAD. What Mr. Johnson? 
Mr. RATHELL. Mr. J. M. Johnson. 
Senator BANKHEAD. And whom did he represent 1 
Mr. RATHELL. The Houston Compress Co. He proposed, in a dis

cusRion of storage charges at the time, competitive bidding. There 
was nothing done in connection with the proposal, because, as the 
statenwnt of Dr. Robbins has pointed out, it was not thought that 
that. was the best way of approaching the problem at that tune. 

The suggestion and the reeunuuendation made by the Cotton Divi
!,ion in November of last year was based purely on a. consideration 
of the problem of obtaining the best storage rates for this cotton, in 
order to carry the owned stocks of cotton and take care of cotton 
that. had to be moved in order to relieve congestion at certain areas, 
and there was no suggestion in this proposal from anyone. 

Senat()r BANKHEAD. In 1939, when Mr. Johnson-that was in 1939, 
in October~ 

Mr. RATHELL. Yes. Senat()r, if I may be permitted, I would like 
to go through the records and I do not have them with me here this 
morning-! would like to go tlu·ough the record of those meetings 
in order to answer accurately the question. 

Senator BANKHEAD. Just as far as you remember. 
Mr. RATm:LL. I just cannot answer as to any other person that I 

know of. I think it was generally proposed by the port interests. · 
Senat()r BANKHEAD. That is what you understood at the time~ 
llr. RATHELL. Yes, sir. 

. Senat()t' BANKHEAD. That is, that he was speaking for the port 
mterests@ 



372 REGULATE WAREHOUSING OF COTTON 

. Mr. RATHELL. Yes, Mr. Johnson, of course, was with the port 
mterests. · 

Senator BANKHEAD. And there were others there also representing 
the same interests~ 

.Mr. RATHELL. Yes; there were representatives of all interests there 
at that time. 

Senator BANKHEAD. How was that suggestion followed? 
.Mr. RATHELL. It was not followed at all at that time. At that 

time we offered contracts of 12% cents a bale a month to all ware
houses for the continuecl storage of cotton in stock at the time. We 
also at that time obtained contracts for reconcentration of cotton 
where it was necessary, on competitive bids. 

Senator BANKHEAD. Let us go back a minute. What was Mr. 
Johnson's suggestion or proposal? 

Mr. RATHELL. Senator, the whole proposal came about in connec
tion with the discussion of the warehouse storage rates, at a meeting 
at which representatives of the warehouse interests, both interior and 
port, the farmer interests, cotton shippers, Commodity Credit Cor
poration, and bankers, and under discussion at that time as one of 
the subjects, was the question of cotton storage rates, whether they 
were reasonable and on what basis they might be handled. 

Senator BANKHEAD• Did they represent that they would give you 
better rates? 

.Mr. RATHELL. Oh, yes; there was an indication at that time that 
competitive bids would have brought lower rates. 

Senator BANKHEAD. ·when did you accept the idea they presented~ 
Mr. RATHELL. I do not know-I could say we accepted that idea 

at that time. 
Senator BANKHEAD. Did they come back again 1 
Mr. RATHELL. No. That was worked out by a uniform contract at 

the 12%-cent rate, which was offered to all of the warehouses at 
that time. · 

Senator BANKHEAD. That was in 1939 ~ 
Mr. RATHELL. Yes, sir. 
Senator BANKHEAD. And in 1940, what did you do~ 
Mr. RATHELL. In 1940 we went to the competitive bidding method. 
Senator BANKHEAD. Was that for the entire field, or just for the 

ports1 
Mr. RATHELL. In November 1940 we went to the competitive bid· 

ding method for the entire field. 
Senator BANKHEAD. For the crop of 1940? 
Mr. RATHELL. No; for all old cotton. 

· Senator BANKHEAD. Government cotton? 
Mr. RATHELL. Government-owned and the old loan cotton. 
Senator BANKHEAD. Did they apply to the 1940 crop? 
Mr. RATHELL. No, sir; it did not. 
Senator BANKHEAD. How did you adopt the rates for the 1940 

crop~ 
Mr. RATHELL. Those rates were adopted after consultation with 

warehousemen. 
Senator BANKHEAD. And without competitive bidding? 
Mr. RATHELL. That is correct, without competitive bidding. Com· 

petitive bidding, of course, is not applicable to cotton going under 
the loan. -
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Senator BANKHEAD. That is all I want to ask you now. Are you 
going to testify later? 

Mr. RATHELL. I had not intended to. 
Senator ELLEl'."DER. Mr. Rathell, as I understand, at this meeting 

to which you have just referred which was held in November 1939, 
all warehousemen, I presume, in the South were present or repre
sented 1 

Mr. RATHELL. I think that would he true, Senator; I think every 
interest was represented. 

Senator ELLENDER. Would you be able to furnish the record with 
the minutes of such meeting or any other evidence of it you have, 
showing who was present and what took place 1 

Mr. RATHELL. Yes, sir; I would be very glad to do so. 
Senator ELLENDER. Mr. Chairman, I suggl'st since the question 

has been raised, Mr. Rathell furnish copies of the minutes so they 
may be inserted in the record at this point. 

Senator BANKHEAD. Do that, Mr. Rathell. 
Mr. RATHELL. Yes, sir. 
Senator ELLENDER. Mr. Rathell, you said a moment ago that the 

suggestions that were offered by these persons who appeared in 
November were not acted upon because Dr. Robbins, or someone, did 
not think it proper, or something of that sort; just what did you 
mean by that, or did I misunderstand you¥ ' 

1\fr. RATHELL. May 1 explain that, Senator 1 
Senator ELLENDER. I wish you would. 
Mr. RATHELL. At that time we were engaged in the delivery of 

cotton to the British Government in connection with the cotton
rubber exchange agreement. It was necessary to class the entire 
6,000,000 bales of cotton in connection with: that delivery and to 
select the particular qualities that the British Government had speci
fied. Because of that delivery it was not possible to have a free 
movement of cotton. w· e could not have gone on a competitive basis 
because until after we had completed the selection of cotton for the 
British Government it would have been difficult to remove it. The 
enabling legislation of the cotton-ruhber exchange agreement had re
strictions which required the cotton be not moved before selection to 
the British Government. 

Senator ELLENDER. You sav when you sent out these bids in 1940 
there "'ere no suggestions from any source--

1\lr. RATHELL (interposing). No, sir. 
Senator ELLENDER. Other than from the Department itself~ 
Mr. RATHELL. That is correct. 
Senator ELLENDER. You did use, of course, the suggestions that 

were made in1939, probably, for what you did in1940? 
l\lr. RATHELL. Senator, the question of storage and storage rates 

had been one that had had to be considered for 7 vears, and more 
particularly in the later years, because of the mounting stocks of 
cotton, and naturally, h~ considering that, you have to explore e>ery 
field and use those which seem to be the best in order to produce 
the lowest carrying charges and still be fair. 

Senator ELLENDER. Who was it that determined this 121h-cent basic 
rate to w.hich you have referred, the 121f2-cents-per-n1'<mth basic 
rate to wluch you have referred! 
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Mr. RoBBINS. That was determined by the Secretary of Agri-
~~ . 

Senator ELLENDER. You did not have anything to do with it~ 
Mr. RAmELL. Yes: as to recommendations. 
Senator ELLENDER: Then I presume it was discussed in the De-

partment and submitted to the Secretary for final action~ 
Mr. RATHELL. That is correct. 
Senator McKELLAR. Mr. Chairman, may I ask a question or two~ 
Senator BANKHEAD._ Yes. 
Senator McKELLAR. You said Mr. Johnson and others were at this 

meeting of October 1939 when competitive bids were suggBSted or 
recommended~ · 

Mr. RATHELL. Yes, sir. · 
Senator McKELLAR. Was Mr. White at that meeting? 
Mr. RATHELL. Senator, I will .Put into the record--
Senator McKElLAR (interposmg). Just one moment. "''bat I am 

asking you now is just a simple question you can answer without the 
slightest difficulty; all I am asking you now is whether a gentleman 
by the name of ifr. White was present at that meeting and talked to 
you about this matter~ 

Mr. RATHEIL. In October 1939 ~ 
Senator McKELI,AR. In October 1939 or thereabouts. 
Mr. R!TilELL. Senator, I believe he was, but I would like to look 

at the record in order to be positive. 
Senator McKELLAR. Now, I want to ask you if Mr. White did not 

prepare a brief on this subject and submit it to you? 
Mr. RAmELL. On competitive bids? 
Senator McKELUR. Y t>s; in regard to the warehousing of cotton. 
Mr. RAmELL. He may have. 
Senator McKELLAR. '':rill you get that and make it part of your-
Mr. RATHELL (interposing). I am not positive about that, Senator. 
Senator McKELLAR. That is, you are not positive he did but you 

think he probably did 1 
Mr. RATHELL. He may have. 
Senator McKELLAR. You will look for that brief and obttlin a copy 

of it for the committee's record~ · 
Mr. RATHELL. Yes, sir. 
Mr. RoBBINs. I recall, Senator McKellar, that a brief was received 

which had been prepared by Mr. White's office, I believe, holding that 
the Commodity Credit Corporation was obliged to request bids under 
the law. 

The meeting to which reference has been made, I am sure, will be 
recalled by Senator Bankhead and Mr. Reed, who were both present; 
it will be recalled that that meeting was held in the auditorium of 
the Department of Agriculture. 

Senator ELLENDER. Was that the meeting Mr. Rathell referred to~ 
Mr. RoBBINs. Yes, sir. 
Senator Mc'KELJ.AR. Was another gentleman by the name of Mr. 

Bateman present~ 
Mr. RATHELL. Yes; :Mr. Bateman was there. 
Senator McKELLAR. Now, since that meeting in 1939, have not these 

three gentlemen-Mr. J. M. Johnson, .Mr. White, and Mr. Bateman
been quite active in this matter of your giving out competitive bids, 
asking for competitive bids I 
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Mr. RATIIELL. I am quite sure each of the three gentlemen thought 
that was the proper method of storing cotton . 

. Senator McKELLaR. I am sure they did, but I am asking you the 
simple question, Have they not been exceedingly active in furthering 
the competitive bidding idea~ 

Mr. RATHELL. I might answer that, Senator, to say that the. pro
posal for competitive bids that was approved by the Department was 
wholly from within the Department,Jhe recommendations. 

Senator 1\IcKELLAR. I am not asking you that at all. ·That is as 
far as possible from my question. My question is one of simple fact. 
What I am asking you is whether since 1939, when you say those three 
men were very much interested in competitive bids, have they not been 
exceedingly active, up to this good hour on Tuesday, February 11 at 
11 minutes past 11, are not some of them in this room right now~ 

Mr. RATHELL. Yes, sir. 
Senator McKELLAR. And they haYe been very active~ 
Mr. RATHELL. Oh, yes. 
Senator McKELLAR. That is all for the moment. 
Senator ELLENDEit Dr. Rathell, there is a question or two I would 

like to ask you in respect t~ the persons who were present at thi3 
meeting of September 1939. In answer to a question by Senator 
McKellar you stated that these three persons named by him kept on, 
as I gathered, trying to ~et you of the Department to procure com
petitive bidding. vVhat did you mean by that? In other words, what 
part did they take~ What method did they use in order to procure 
you or Dr. Robbins or anybody else to go into this competitive 
bidding¥ 

Mr. RATHBLL. I think they expressed the opinion, or at least that• 
they thought, that through 'competitive biddmg the cotton held by 
the Commodity Credit Corporation could be stored more economically. 

Senator ELLENDER. Did they ~tse any illegal means, .or did they go 
outside of, let us say, propel' busmess methods of handlmg the matter? 
Did they try to use coercwn or any other improper methods to prevail 
on the Department to go into competitive bidding~ 

Mr. RATHEIL. No; not at all. 
Senator ELLENDER. Now, let us take the other side of the picture. 

Did those who might be affected by competitive bidding come in to 
you and argue thl\,t it should not be done 1 

Mr. RATHEIL. No; I do not believe that they made any statements 
in that connection, as I recall. 

Senator ELLENDER. How about later on, when the bids were actu. 
ally called for~ Was any action taken by the opposing forces, as 
I may say¥ 

:Mr. RATHELL. Well, I think the first information that we had 
definitely on it was when they came before the hearing. 

Senator ELLENDER. The point that I wanted to bring out is that in 
any event did anybody attempt to coerce the Department into calling 
for these bids~ 

Mr. RATHELL. No, sir. 
Senator McKELLAR. Mr. Chairman, may I examine Dr. Robbins 

now¥ 
Senator B.\NKHE.:\D, I have one or two more questions of Dr. 

Robbins. 
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Senator McKELLAR. I have no objection to any of you going ahead. 
of me. 

Senator BANKHEAD. Doctor, what is your objective in amount? 
You started out with the idea of saving a definite amount of money, 
did you not~ 

.Mr. RoBBINS. Well, Senator, of course we could not anticipate how 
much in savings the bids would reveal before the solicitation was 
made, but now that the bids have been received--

Senator BANKHEAD (interposing). I am not talking about
Mr. RoBBINS (interposing). We do anticipate a substantial saving 

would be made. 
Senator BA.NKHEAD. Have you even indicated to the representa

tives of the ports, before the bids were received, about what amount 
you expected to save as a result of the bids? 

Mr. RoBBINS. No; I do not recall having made any statement of 
an estimate to any representative of the ports. I do recall one or 
two .Members of Congress discussed the matter with us and asked 
us for some rough estimates, which we furnished, of what might 
happen. However, figures of that kind, as you know, are quite un
reliable because one cannot anticipate what a bidder is likely to do 
in the last analysis. 

Senator BANKHEAD. You read into the record here, and emphasized 
it, the report of the Secretary on this bill. I will ask you if that 
report was not prepared in accordance with the usual custom, having 
been done in your Bureau and submitted to him for his signature, 
and represents your views, prepared for him 1 

.Mr. RoBBINS. No; that would not be a true picture of the situa
. tion, Senator Bankhead. 

Senator BANKHEAD. Did he, in fact, prepare the report? 
Mr. RoBBINs I should like to emphasize the fact that all important 

acts taken by the Department of Agriculture represent the net result 
of the work, not only of several individuals in a bureau, but of 
several bureaus, and in this instance-

Senator BANKHEAD (interposing). I asked you if the report was 
not prepared by subordinates for the Secretary to sign~ 

Mr. RoBBINS This report was not prepared by the Commodity 
Credit Corporation in its final sense, at all. 

Senator BANKHEAD. Who prepared it~ 
Mr. RoBBINS. The Corporation did prepare an original draft of the 

report, which then received the benefits of additional consideration of 
several other agencies of the Department and of many other ·people 
before it was transmitted, as all reports on legislation are, to the 
Bureau of the Budget, which, as you know, is in the office of the 
President, for final review. 

Senator BANKHEAD. I am trying to get the pnrpose-
Mr. RoBBINs (interposing). The fact is the Commodity Credit Cor

poration prepared the first draft of ·the report and that several addi
tions and changes were made. 

Senator BANKHEAD. You mean that you and your subordinates
you have said there was no such corporation in practice; that it i:; 
really a bureau. It was prepared by you and your assistants in the 
Bureau, that is what you mean~ 

Mr. RoBBINS. The first draft; yes, sir; but several changes were 
made subsequently. 
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Senator BANKHEAD. Those changes were made before it got to the 
Secretary~ 

Mr. RoBBINS. Yes, sir. 
Senator BANKHEAD. I have just one other question before I release 

you to the others. You stated a few days ago, as I understand, that 
the chances were 10,000 to 1 against passage of this bill; why did you 
make such a statement~ 

Mr. RoBBINS, I made no such statement, Senator Bankhead. Let 
me see what was said. I believe that at the conclusion of an executive 
meeting, Senator Aiken, of Vermont, was discussing with some repre
sentatives from various sides, this whole matter, and I asked Senator 
Aiken whether he thought this bill was likely to be approved forth
with, or whether it perhaps did not have a chance in a thousand of 
being approved, and Senator Aiken started to reply, and then thought 
better of it and said he felt he would not give his opinion. 

In other words, I merely submitted a question as to whether it was 
likely to go through rapidly or whether it had very little chance. 

Senator BANKHEAD. Or whether it had thousands of chances 
against it. Were you trying to convey by that the' impression to 
others there was no chance of getting this bill through W 

Mr. RoBBINS. No, sir. 
Senator BANKHEAD. At a group assembled to reach a compromise 

or adjustment, was such a statement made to impress them they were 
wasting their time? 

Mr. RoBBINS. No, indeed. 
Senator BANKHEAD. Coming from a man in your position, that is, 

inside the Government circles, would not a question like that naturally 
tend to have that effect? 

Mr. RoBBINS. No, Senator; and such an unfortunate interpretation 
could only be madP by one who was concerned only with part of the 
quest\on, that is, with one extreme. Really, I asked Senator Aiken 
what his opinion was between the two maximum extremes, of g-reat 
likelihood of immediate passage, or no likelihood of immediate 
passage. 

Senator BANKHEAD. You did not indicate anything at all in your 
statement, by the way you said it, about your views about the odds 
against the bill's pa~sage ~ · 

Mr. RoBBINS. No, Senator Bankhead; I do not believe I made any 
statement as to an opinion of the likelihood of the adoption of 
s. 262. 

~enator BANKHEAD. All right, sir. You may take the witness. 
~enator McKELLAR. May I follow that up and then yield back~ 
Senator ELLENDER. Yes. 
Senator McKELLAR. One of the gentlemen interested in this mat

ter put it a little differently. Senator Aiken, of course, will re
member what occurred, but this is the impression of the statement 
that wns ~1ade by one of these gentlemen to me, that you said to 
Senator Atken. ''"1ly don't you tell the gentlemen here that this bill 
has not a chance in 10,000 to be passed r' Did you say that or not¥ 

Senator AIKEN. No. A few words here and there are correct, as I 
remember it, but as we were breaking up, Dr. Robbins and inter
ested partit>s on both sides were gathered around, and he suggested 
perhaps I might. want to tell these men who were assembled what 
I thought the prospects would be of the bill becoming law, as I recall 
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it. I do not remember about the possibility of passag·t:>, bnt of it:; 
becoming law. I did start to answer and nmde reference to the · 
letter which was received from the Se.('.retary ·of Agriculture, and 
then, as Dr. Robbins says, I thought better of committing my&'lf 
in any way or giving my opinion, and said I was going to wait 
until I had heard all of the story officially before this committee. 

Senator BANKHEAD. Senator, did you get the imprl'ssion that Dr. 
Robbins was indicating his views on the subject? · 

Senator AIKEN. I got the impression, Senator, that the Admin
istration from the top mnst have approved that letter which was 
written to this committee by Mr. Wickard, and it did not-probably 
I should not express an opinion here-it did not seem to me that 
the administration would express disapproYal of the bill as proposed, 
and then approve it in the event that it passed the Congress. That 
is the impression I got, but I think this is the first time I haye · 
expressed it. · 

Senator ELLENDER. That was not an expression by Dr. Robbins, 
was it2 

Sen~tor AIKE~. No, sir. He s11ggested that I might want to tell 
the committee what I thought. · · 

Senator McKELLAR. Did he sa.y anything about the bill not having 
a chance in a thousand or ten thousand~ 

Senator AIKEN. I do not remember any ratio. I do not re.nwmber 
any bets being offered or taken. 

Senator BANKHEAD. Senator, I did not get this information from 
anything you said. 

Senator McKELLAR. No; I did not either. I g'Ot it from another 
man. 

Senator AIKEN. I have tried not to pass on anything. 
Senator BANKHEAD. I did not get it from you at all. 
Senator McKELLAR. I want to ask one other question. I tun going 

to ask Senator Stewart to send down to my office and get an Asso
ciated Press article that appeared several days ago. They will find 
it for you and send it. But I want to ask Dr. Robbins this ques
tion now: Did you or anyone in the Commodity Credit Corporation 
convey to the Associated Press reporter the information that it made . 
no different-substantially-that. it made no differE>nce "'hether the 
bill passed or not, it would be vetoed by the President~ 

Mr. RoBBINS. Well, I can say without qualification that I hare 
not conveyed any such information, and moreover, that I have no 
information that any Commodity Credit Corporationt'mployees haYe 
conveyed any such information. 

Senator McKELLAR. I will present the article to you in a few 
moments. I read it rather hastily myAelf, but the impression I got 
from it was that the Department, or the Corporation, would see to 
it that the President would veto this measure if passed. You gave 
out no such information or any such inteniew with the .Associated 
Press? 

Mr. Romnxs. I have no recollection of anything of that kind 
having come to my attention. It could ha,·e originated "·ith any of 
them. 

Senator McKELLAR. You did not see the Associated Press articll', 
the report that I have just been talking about that was written after 
the proceedings start~d here? 
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Mr. RoBBI:SS. I do not recall any report stating that the President 
would veto S. 262, if that is what you are asking, in the event it was 
passed by Congress. · . 

Senator AIKEN. I would say, Senator McKellar, that the Assocta\:ed 
Press, or anybody else, might get that impression from reading that 
letter from Mr. Wickard to the conunitte.e. 

Senator l\1cKELL.\R, HoVIever that may be, I will leave that now 
and show what happt>ned with the Associated Press article a little 
]atf:'r. ' , 

I Vlant to usk this general stntt>ment. Where were you reared as a. 
youngster, Dr. Robbins~ 

1\Ir. Rosmxs. In New Jersey. 
Senator ~lcKl;LLAR. How long diu you Jive thPre before leaving 

New Jersey1 
.Mr. Rosnxxs. I moveu with my family, of course, to California 

in 1920. 
Senator McKELLAR. How old were you then, if it is not an im

proper question~ I would not like for 'you to ask me the same 
question, because I am so much older than you are [laughter], but if 
it i~ not embarrassing to you, I would like to know how old you 
were. 

Senator BANKHEAD. You are not obliged to answer [laughter]. 
~enator )ld\.ELLAR. Xo; I will state beforehand you are not obliged 

to answer. 
Mr. RunmNs. I was 18 at the time. 
Senator McKELLAR. You were 18 at the time you moved to Cali

forrlia. How ]on(Y did von live in California¥ 
.\Jr. HoBBINs. Until 'r ldt there to enter the Government service 

lwre. 
Senator )lcKELLAR. What yead 
)lr. RoBBINS. In December 1935. 
Senator McKELLAR. You came here in December 1935, when you 

were :33 years old'? 
.1\fr. RoBBINS. That iH ('OJTt>ct. 

Senator Jlc KELLAR. Do they raise cotton in the State of New 
Jer~-o-ey~ 

1\Ir. RoBBINs. No; Senator. · 
Senator 1\IcKELLAR. Do they raise cotton in that part of California 

iu which you liveu for 15 years 1 
Mr. RoBBINs. No; Senator. 
Senator 1\IcKELLAR. Have you ever been familiar with the raising, 

produdng, eultivating, picking, ginning, baling, warehousing, or sale 
of cotton until you came to Washington in 1935 ~ 

Mr. UonHINS. No; I had had no experience in any of the various 
br·anches of the cotton industry. 

Senator .McKELLAR. Up until that time W 
Mr. RonmNs. That is right. 
Senator ~lcKELLAR. Now, after you got to Washington in 1935, if 

I rt>cull <·orrectly-und I may be mistaken, and I do not want to 
m!sr:epresent the matt~r in the slightest-you were head of the Sugar 
D!v!:-;!on-you were erth~r the h~ad of or an employee in the Sugar 
Dmt-iiOH of the Commodrty Credit Corporation? Is that correct~ 

)Ir. RoRJUNs. No; that is not correct. However, Senator if I 
t·otdtl !'I\"'' timt>. let us stipulate~ as the attorneys. say, and' agree 
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that I have very little knowledge about cotton, and such as I have 
is confined to a few bits of information about some of the economic 
aspects of cotton. 

Sima tor McKELT..AR. Well, I want to be a little more Sflecific than 
that. I want to know when you went into the Cotton Division of the 
Commodity Credit Corporation 1 When did you become active in 
that division, and in what capacity? 

.Mr. RoBBINS. I never was engaged in the Cotton Division of the 
Commodity Credit Corporation. · 

Senator .MclU:LLAR. And you are not now? 
Mr. RoBBINS. That is true. 
Senator McKELLAR. When did you become President of the Com

moditY: Credit Corporation? 
.Mr. RoBBINS. On August 17, 1939, as I recall. 
Senator McKELLAR. Up until August 17, 1939, your activities had 

not been in cotton at all, had they? 
Mr. RoBBINS. Oh, yes; I had had occasion to do some economic 

work on cotton problems. 
Senator BANKHEAD. You had done some economic work 1 Well, 

what I want to know is about the facts, from a practical standpoint .. 
I try to be a very practical man myself and I just want to know 
what practical work you had had. As 1 understood, you were not 
in the Cotton Division before you became President of the Corpora
tion, were you? 

Mr. RoBBINS. No, sir. · 
Senator McKELLAR. Then your experience in cotton generally, in

cluding the warehousing of·cotton, has all been since June 17, 1939, 
when you became President of the Corporation, except as to economic 
inveshga tions? 

Mr. RoBBINS. Well, really, Senator, I have not had much experi
ence, as you put it, in the warehousing of cotton since that time. 

Senator McKELLAR. I am quite sure of that. I do not mean it 
offensively at all, but I am quite sure you have not had the experience, 
and that is why-! hope entirely properly-! am going into your 
past history. The cotton business, Doctor, is a business that cannot 
be learned m a year and 9 months or 8 months. 

Mr. RoBBINS. I do not believe, Senator McKellar, that the cotton 
business can be learned in a lifetime. 

Senator McKELLAR. It is a very difficult matter. I have been in 
it all my life, and I know that I do not know much about it yet, and 
I doubt if a man can learn it in a year and 8 months. 

Senator BANKHEAD. To save going into details, I assume that these 
statements you have made about your inexperience in cotton applies to 
wheat and corn and rice and tobacco, the chief staples handled by the 
Commodity Credit Corporation? Is that true? 

Mr. RoBBINs. I suppose, Senator, that is quite true. The situation 
is that the Commodity Credit Corporation employs many experts 
on individual commodities and the separate fields of endeavor with 
respect to each commodity, but we do not have any man who would 
pose as an expert on all commodities, not even as an expert on all 
phases of cotton. 

Senator McKElLAR. Dr. Robbins, I would like to know how many 
bales of the 1940-41 cotton has the producer been able to repossess~ 



REG'CLATE WAREHOt:;SI~G OF COTTOX 38~ 

• 
)!r. RoBBINS. I have here, Senator McKellar, our record up to 

February 7, 1941, which shows that the total repossessions were 
8±,596 bales. 

Senator McKELLAR. And how many bales had been put in the loan~ 
Mr. RoBmNs. Two million nine hundred sixty-se\·en thousand four 

hundred and fifteen. 
Senator McKELLAR. So nearly 3,000,000 bales haYe not been re

possessed, in round numbers! 
Mr. RoBBINS. That is approximately true. 
Senator McKELLAR. Now, you spoke of the rates, that you hoped to 

reduee the rates, and were using the ports to that end. That may not 
be absolutely accurate, but that is substantially what you testified 
a while ago. Are not the rates at the ports now higher on producers' 
cotton than they are at interior points 1 

Mr. RoBBINS. I could not say that that is true. 
Senator McKELLAR. Could you ascertain and determine that 1 
Mr. RoBBINS. Much information on that subject was submitted for 

the record by various witnesses that appeared representing both the 
interior and the port warehouses. 

Senator McKELLAR. So you do not have the figures as to whether 
the port rates are higher than the interior rates on producers' cotton1 

.l\fr. RoBBINS. 'Vell, the rates vary considerably, and that could only 
be determined accurately by a comparison of the individual tariff 
schedules of some few thousand warehouses. 

Senator McKELLAR. Doctor, you are interested in the producers 
gettinl]f a fair rate for the warehousing of cotton, are you not? In 
other words, your purpose is not solely to get the cheapest rates 
po::sible on cotton hela by the Government, owned by the Govern
ment, and not to get as low rates as possible for the producers, too? 
You would not want to separate the two and let the producers pay 
as much as might be assessed against them if the Government got 
its rate lowered on its cotton, would you 1 

.l\fr. RoBBINS. Well, of course, the primary interest, Senator, of the 
Department of Agriculture is the welfare of the American farmer. 

Senator BANKHEAD. Right there may I ask, what interest has the 
American farmer got in this Government-owned cotton, or the storage 
rates on it 1 It does not belong to him. He has no equity in it. You 
have often mentioned that you are working for the farmer in this 
progTam. Has he got anything to do with that Government cotton~ 
He has no equity left in it. 

l\Ir. RoBBINs. It is true, Senator, that the great benefit of this solici
tntion ?f bids would be to reduce the cost of carrying on governmental 
op£>ratwns. 

Senator McKELLAR. But that does not apply to the farmer in this 
matter, except as it does to any other citizen in the country. Is not 
that so? 

:'If r. RoBBINS. Well, the farmers are taxpayers, of course, Senator 
McKellar. · 

Senator McKELLAR. Just like we lawyers and doctors and mer
chants and all others are taxpayers, who have money on which to pav 
taxes, but the farmers are no more interested in this Governmet1t 
r?t.ton after all their interest has passed from them than any other 
c1t1zen. Is not that so~ 

294272--41-25 
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Mr. RoBBIN..S. Of course, Senator, you must be referring only to the 
expense that the Government incurs in handling it, because the farm
ers have an interest in its ultimate disposal. 

Senator McKELLAR. They have the same interest that any other 
citizen does, and you said that your desire was to help the farmers. 
Now, how can you help the farmers by taking the Government cot
ton, which will be put in a warehouse for quite a while, if by so doing 
the Government gets a cheaper rate and the farmer has to pay a 
higher rate~ 

Mr. RoBBINS. We do not believe that the testimony offered by some 
of the interior warehousemen would come to pass; that is, if they sud
denly found that their supply of space was increased, they would raise 
the price on the space to farmers. They are in effect saying there that 
they can reverse the law of supply and demand. Now, the protection 
that can be afforded the farmers is to be found in the bargaining 
power, really, that the Commodity Credit Corporation can exercise 
for the Department of Agriculture in obtaining agreements for the 
storage of Government-owned cotton and Government-loan cotton 
simultaneously. 

Senator McKELLAR. And together~ 
:Mr. RoBBINs. Yes, sir. 
Senator McKELLAR. Now, is it your contention-! am wondering if 

you do contend-you did not say anything about it in your testimony, 
and I am just wondering if you do not contend that by making these 
negotiated agreements with the warehousemen you have reduced the 
rates-since you have been the head of the Commodity Credit Corpora
tion you have reduced the rates from 20 and 18 cents, as I recall, to 15 
and 12¥:, cents. Is not that right? 

Senator BANKHEAD. Twenty-five and eighteen. 
Senator McKELLAR. Twenty-five and eighteen cents; 25 cents for 

the first month and 18 for the succeeding. months, down to 15 cents 
for the first year and 12¥:, cents after that. Have vou not taken the 
farmer into consideration there, and for the most 'part got the rate 
reduced for the farmer and for the Government? 

Mr. RoBBINS. Well, Senator McKellar, first let me make it clear 
that I deserve no personal credit for any reduction in the excessive 
rate that may have been brought about. That was an act of the 
whole Department of Agriculture, as all important actions taken by 
individual bureaus must be, but obviously the reductions that have been 
brought about, ranging from 30 to 40 percent, are of great value to 
the farmer. 

Senator McKELLAR. Now, having found that this method of reducing 
rates, namely, by using the Government cotton tlS a backlog, and re
quiring the same rates from the Government as you do from the 
farmer, has brought about a reduction in the rates of 30 to 40 per· 
cent, do you not think it would be manifestly in the interest of the 
farmer to continue your negotiations along that line, so that the 
Government cotton can be used to reduce the farmer's rates also 1 

Mr. RoBBINs. I do not understand your statement that the Gov
ernment cotton be used to reduce the cost to the farmer. You mean 
that the GoYernment's bargaining power should be left so it could be 
t•sed freely in such manner as to help hold down the charges that 
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otherwise someone in. a semimonopolistic position might make against 
the farmers~ 

Senator McKELLAR. Yes; I mean that. 
:\Ir. RoBBINS. Yes, sir; and that power would be foreclosed under 

the provisions of S. 262. 
Senator McKELLAR. Would it not be foreclosed, Doctor, if you 

submitted the Government-owned cotton independently and let it to 
the lowest bidder~ 

)fr. RoBBINS. We think not, Senator. 
Senator McKELLAR. Suppose you got bids from the port ware

houses-we will take it that way-taking all the interior cotton, 
you propose the bids and they accept them, and they get it in here, 
say, at 8 cents; manifestly, when you receive those bids, accept those 
bids, you cannot use the Government cotton as a backlog in the 
interior, can you, at all~ 

::\Ir. RonmNs. Well, it is not the lack of the supply of the com
modity that makes the price low, it is the presence of the supply, 
and the commodity that these warehousemen ha\'e to sell the farmer 
is vacant storage space. 

Senator McKELLAR. But, Doctor, you misinterpreted my question, 
or I am unable to make myself plain. I do not know which. What 
I am asking you is, you say you are going to save $5,000 a day, and 
in order to save $5,000 a day you would have to get a bid on thi~ 
cotton of very much lower than 12¥2 cents. That is true, is it not~ 

Mr. RoBBINS. Yes, sir. 
Senator :\IcKELLAR. Now, let us suppose that you stored all the 

GoYernment cotton at these warehouses at the ports. You would 
certainly have no backlog to help the farmers in keeping down their 
rates, would you~ You would haYe nothing to negotiate with. 

Mr. RoBBINS. Well, Senator, of course, as you know, there is no 
intent, or program, or possibility of moving all the cotton to the 
ports, but the thing that can be done to help the farmer is to see 
that adequate space is available where he would like it, at reasonable 
rates, and what I do not understand is the possible assumption in 
your mind that you are increasing the space available by keeping 
the cotton there. 

Senator McKELLAR. Oh, no; not at all. I am not talking about 
that. I am talking about this: If your one idea is to reduce the 
rates on Government-owned cotton, and you can find warehouses 
down in the ports to do it, it is your duty to give that cotton to those 
lowest bidders, and when you do it, you deprive yourself of any 
power of negotiation for the farmer-produced cotton that is in the 
hands of the farmer or that he has got an equity in. It is manifest, 
is it not@ 

:\Ir. RoBBINS. No; I am sorry, but I do not understand you. Senator. 
Senator McKELLAR. I am sorry you do not understand either, be

cause it is so plain to me that it seems to me anybody could see it. 
~Ir. RoBBINs. ""ell, Senator, the difficulty is this: The fanner, of 

course, wants space at reasonable rates, and if von leave space there 
and increase the supply, it would seem that you have taken the first 
llE.>cessnry stE.>P to protect the farmer, Senator. 

~enator ~fcKEU .. -\R. Well, I guess you do not understand it, and I 
cannot make myS(']f plain, so I will go to another matter and maybe 
we cnn get along better. 
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Is it not a fact that some of the warehouses in 1939, March 1939, 
met here and advised your Corporation that the 25- and 18-cent rate 
on cotton could be reduced? 

Mr. RoBBINS. That date was before the Commodity Credit Cor
poration became part of the Department of Agriculture, but I am 
advised that in the early summer of 1939 the Commodity Credit Cor
poration called a meeting of the warehousemen representatives from 
the various districts to discuss with them the problem of reducing 
storage prices. 

Senator McKELLAR. Now, you do not know whether they advised 
them to or not, whether they advised you that rates could be reduced 1 
You did not know much about it at that time 1 

1\fr. RoBBINS. The Commodity Credit Corporation, as I say, was 
not a part of the Department of Agriculture at that time; however, 
do I understand that you imply that the warehousemen voluntarily 
offered some reductions? 

Senator McKELLAR. They said that that rate, 25 for the first period 
:and 18 for the second period, could be reduced. 

Mr. RoBBINS. I believe they agreed that something would have to 
he done about the situation. 

Senator McKELLAR. Now, in your lettBr you talked about the $5,000 
a day that you were going to save for the Government if you were 
allowed to send this cotton to the warehouses, and I want to know 
what cotton have you included in your calculations of those savings? 

Mr. RoBBINS. There are two classes of cotton on which the savings 
would be made, Senator. . 

Senator McKELLAR. What are they? 
Mr. RoBBINS. The cotton that would be moved, and the cotton 

that would remain where it is now stored. 
Senator McKELLAR. How did you arrive at the calculated saving 

on the cotton that would be moved, and how much of it was there to 
be moved, and how did you arrive at the savings on that which re
mained~ 

Mr. RoBBINS. Well, the savings, of course, are the difference be
tween the rates now in effect and the lower rates that were bid. 

Senator McKELLAR. How much of that cotton was there, and how 
much would you save in that way? 

Mr. RoBBINS. The amount of cotton that would be moved has not 
yet been determined by the Secretary of Agriculture, who must finally 
pass on that, but it is possible that the movement would be some
where between the limits, say, of a million and a half bales and two 
and a half million bales, to give outside figures. 

Senator McKELLAR. About 2,000,000 bales, then on the average. 
Mr. RoBBINS. And savings would be made by accepting the con

tract on approximately 3,000,000 males to remain where it is now 
stored. 

Senator McKELLAR. How would you save that on the cotton that 
remains where it is now stored 1 

Mr. RoBBI~s. Because the warehouses having that cotton offered 
to take it at reduced rates on that cotton. 

Senator McKELLAR. You expect to do two things: You expect to 
take the Govemment-owned cotton in which the farmer has no in
terest, and take somewhere between a million and a half and two 
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million and a half bales and mow it to the ports, where you coulJ. 
get a lower bid. How much money would you saw by that transac
tion! or about how much? How do you figure it? I want to find 
out how you get the $5~000 a day. . 

:\lr. RoBm~s. Well, the $5,000 a day, Senator, represents the differ
ence bet,Yeen the rates now being paid on the cotton that would be 
aff'ected, and the rates which would be paid if these bids were ac-
cepted. _ 

Henator ELLENDER. About how much would that be a bale 1 
:\Ir. RoBBINS. The final determination has not been made of the 

number of bales that would be moved, but I can give you, if you 
would like to have it-

Senator ELLENDER (interposing). I believe what Senator McKellar 
is driving at is that you made a specific assertion in your letter, 
and what he is trying to get is how did you reach that figure of 
$5.000 a day? 

Senator AIKEN, The 5,000,000 bales which you say would probably 
be moved at a saving of 3% cents a bale would make approximately 
$5,000 a day, would it not~ 

Senator ELLENDER. I suppose they want to get the weighted aver-
age of these bids, which would figure out about 9 cents. . 
. SPnator McKELLAR. I want to get him to figure out how he gets 

$5,000 a day. He said that of the GoYernment-owned cotton, between 
one million and two million and a half bales would be moved. Now, 
I want to know what the saving on that would be, as estimated by the 
Department. 

Mr. RoBBINS. On the cotton to be moved the saving would be, on the 
average, a little more than 4 cents a bale per month. 

Senator McKELLAR. Four cents per bale per month. Then how 
do you propose to save the remainder~ 

Mr. RoBBINS. The savings on cotton not to be moved would be 
approximately 2 cents per bale per month. 

Senator McKELLAR. How would you bring that about~ By com
petitive bidding in the interior? 

Mr. RoBBINS. No; bids have already been received under this solici
tation for that cotton. 

SeMtor McKELLAR. And has anybody else bid~ Who else besides 
the port warehouses have bid? , 

Mr. RonmNs. By that you mean, How many bids were received 
from interior warehouses¥ 

Senator McKELLAR. Yes. 
Mr. RonmNs. Additional space at rates less than 12% cents per 

bale per month was off'ered by interior warehouses for 636,000 bales, 
and bids received from interior warehouses offered reductions below 
12% cents per bale per month on 1,797,000 bales of cotton to remain 
in its present storage. 

SPnator McKELLAR. Where did those bids come from; what part 
of the country? 

~Ir. RonmNs. They were fairly well distributed. 
SPnator McKnLAR. Did any come from the interior of Texas, say! 
)[r. Ronmx!'l. Yes, Senator. 
SPnator McKrLLAR. How many came from there? How much re

duction came from there? 
~[r. Ronmxs. I do not have before me a summary of bids by States. 
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Senator McKELLAR. Could you get that and put it in the record? 
1\Ir. RoBBINS. Senator, there might be one considernt.ion because of 

which you perhaps would not want to make a request, and that is. as 
you know, some of the warehousing organizations are very large, 
and if we were to be sent data broken down much below the general 
totals, it might be possible for their competitors to infer what thev 
have bid. • 

Senator McKELLAR. Well, the bidding is over. They are all in your 
Department now. The time for adding other bids has passed,· and 
that would not affect it in the slightest, because you are not going to 
receive any more bids on this cotton, are you 1 

Mr. RoBBINS. That may be true, Senator, but we have not felt 
at liberty to disclose the bids prior to the time of their acceptance, 
because some of the individual bidders have requested that the bids 
be not made public until they are accepted. 

Senator McKELLAR. How many did you receive from the Missis-
sippi Valley 1 That is a large portion of the cotton-raising country. 

Mr. RoBBINS. You mean for the number of bales bid, Senator 1 
Senator McKELLAR. Yes. 
Mr. RoBBINs. Well, of all places, that is one that I could not. give 

you the data on without making it pretty obvious what an individual 
concern has done. 

Senator McKELLAR. Well, I think this committee is entitled to 
have it made pretty obvious what is being done with the cotton. 

Senator ELLENDER. I wonder if you could relate his answer to the 
amount of cotton and not to the rates that are charged~ 

Senator McKELLAR. I am not asking for the rates. I am just asking 
for the number of bales that have been bid on by the Mississippi 
Valley interior warehouses. · 

Mr. RoBBINS. Senator, if you would like, of course, the Depart
ment of Agriculture will be pleased to show you all the bids in 
executive session. 

Senator McKELLAR. No; this is not my private matter at all. 
This is a public matter which I am undertaking to deal with for 
the public, and I would not want the Department to submit to me any 
information that the public is not entitled to. We are making an in
vestigation of what you propose to do, and I have no question as to 
motives at all. All I want to do is to get the facts out here so that 
Congress can act, and I think those figures are very necessary. Can 
you not furnish them to the chairman of the committee and let us 
see them at any rate 1 I am opposed to secrecy in Government all 
along the line. · 

Mr. RoBBINS. I will be pleased to do that for you, Senator. As a 
matter of fact, the Department of Agriculture would not have any 
reason for not making the bids public at this time, except that some 
of the bidders made that request. 

Senator ELLENDER. I personally think it would be unfair to those 
bidders to make public their rates. 

Senator ~lcKELLAR. They can be submitted to the chairman of the 
committee. He says he is willing to do that. 

Senator ELLENDER. Senator McKellar indicated that what he was 
interested in was as to the number of bales. I cannot for the life 
of me see how you could not answer that question publicly; that is, 
to give the number of bales that were bid for in Texas and the 
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Mississippi Yalley or in the southeastern section, and cut out the 
rates. 

Mr. RoBBINS. Senator Ellender, there are some States where one 
firm has virtually all the business. For instance, take Oklahoma. I 
believe one firm 'has all but a \'ery small portion of the total storage 
there. And so it is with some areas in the Mississippi Valley. 

Senator :McKELLAR. Wha~ State in the Mississippi Y alley does one 
concern own all th!' storage m? 

.Mr. RoBBINS. 1Yell, there is a large cotton-producing area that 
touches on Missouri, Tennessee, Arkansas, and Mississippi, in which 
one warehousing organization owns perhaps more than half of the 
total warehousing facilities owned by all concerns in that area. 

Senator McKELLAR. Do you know how much cotton is produced in 
that area? Do you know that more than 2,000,000 bales of cotton 
is produced within 150 miles of the city of Memphis? 

Mr. RoBBINS. I know that is a concentrated production center for 
cotton, Senator. 

Senator McKELLAR. Now, I want to ask the same question about 
the southeast territory. I would like to know how many bidders you 
had on that? 

Mr. RoBBINS. I shall be pleased to supply that for the record. 
Senator McKELLAR. Are any of the savings on the ·producer's loan 

cotton based on the remoYal of it from its present location, and if so, 
how much~ 

Mr. RoBBINS. No; that is, upon acceptance of these bids the Gov
ernment would confine the movement of cotton to that which it owns. 

Senator McKELLAR. Producer's loan cotton, though, is mentionerl 
in the bids; is it not? 

Mr. RoBBINS. That is true. 
Senator McKELLAR. After you call for bids on Government-owned 

cotton and producer's loan cotton, and bids are received, how are you 
going to divide the sheep from the goats~ How are you going to 
say that you will not receive any bids on the producer's loan cotton 1 

Mr. RoBBINS. Well, Senator, we would accept bids on producer
owned cotton under the Government loan, to remain in its present 
storage. 

Senator McKELLAR. But not to be moved 1 
Mr. RoBBINs. Well, we would move the Government stocks first, and 

since they are approximately three times as great as the total quan
tity to be moved, there would be no occasion to move any producer
owned cotton. 

Senator McKELLAR. Why did you include the producer's loan cotton 
in vour bids~ 

~[r. RoBBINs. Because it was thought that such cotton should be 
stored at the same rates as the Gowrnment-owned cotton. 

Senator McKELLAR. Did you know at the time you approved these 
bi(ls that you were violating the law known as the Bankhead law, 
which, in substance, proYides that no producer's loan cotton shall be 
mowd without the written consent in a sf"parate instrument of the 
producer? 

~Ir. RoBBINS. Well, Senator, I cammt understand what you mav 
hare in mind to indicate a belief that there has been any violation of 
tht' law to which you refer, because the law does not prohibit the 
solicitation of bids'on grower-owned cotton. 
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Senator Mcli.:E:LLAR. Well, it does on the removal of producer's 
loan cotton. Why advertise for bids for the removal of certain cot-· 
ton, when the law of this CongTess provides that you shall not move 
that particular class of cotton f 

Mr. RoBBINS. This was not requested, Senator, for the movement of 
cotton, but for the storage of cotton, and the bids were received to 
reduce the carrying charges on this producer-owned cotton to which 
you refer, in many instances. 

Senator McKELLAR. But did you not advertise for bids on Govern
ment-owned cotton and producer's loan cotton in the same bid, and 
does not your bid show that~ 

Mr. RoBRINs. That is true. 
Senator McKELLAR. Now, that bid was to re-store or reconcentrate 

cotton, was it not? 
Mr. RoBBINS. No, sir; I have tried to point out that the bids were 

both for new or additional space, and for cotton to remain where 
it is now stored. 

Senator McKELLAR. Have you a single bid on producer's loan 
cotton? · 

Mr. RoBBINS. Yes, sir. 
Senator McKELLAR. You have got the bids for it~ Well, now, let us 

assume that you accept those bids to store cotton in New Orleans which 
is produced at Holly Springs, Miss., let us say, and that the pro
ducer has an equity in the cotton now in the warehouse at Holly 
Springs, Miss., you would have a perfect right to move it, would 
you not, under your bid? . 

1\Ir. RoBBINs. Not without obtaining the consent of the owner, as 
required by law. 

Senator McKELLAR. Then why did you advertise for bids now to 
remove this cotton, when you knew you could not move it, even i£ 
you received the most favorable bid, without getting the farmer's ac
ceptance, permission, to move that cotton 1 

1\fr. RoBBINs. Well, in the first place, Senator, we advertised for 
bids for storage, not for movement. In the second place, if conditions 
had developed as a consequence of the bids under which it would be 
advantageous to move some of the producer equity cotton, it might 
have been possible to have gone to the farmer and obtained his consent 
as, apparently, contemplated in the law. 

Senator :McKElLAR. Is it not true that you have treated this ques
tion just precisely like you have treated your own Commodity Credit 
Corporation law~ You have not called your board of directors to
gether since you have been president of that Corporation. You have 
disregarded them, as you have testified. Now, did you not just dis
regard what Congress had to say about the producer's loan cotton in 
the same wa v ~ 

:Mr. RoBBiNs. Might I answer both questions, Senatod 
Senator 1\fcKELLAR. Surely. 
Mr. RoBBINS. On the first I would like your permission to insert in 

the record a memorandum issued by the Secretary as to the manage
ment of the Commodity Credit Corporation, which will make clear 
why there is no necessity for meetings of the board of directors except 
to conform to such technical requirements as are made of Delaware 
corporations. 
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Senator McKELLA.R. Before you answer the next question I want 
to ask you right there, Do you think that the Secretary of Agriculture 
has got any more authority to violate the law than you have, or any 
other citizen has? 

Mr. RoBBINS. I do not think that anyone has any authority to violate 
the law. 

Senator Mci\EtLAR. I do not think so either, yet you produce a 
memorandum now showing, as you say, that the Secretary of Agri
culture has issued an order by whl.ch you need not call your Commodity 
Credit Corporation together except on matters that haYe never oc
curred yet, because you have never called them together, as you say. 

Mr. RoBBINS. Well, there is no violation of law, Senator. 
Senator McKELLAR. Well, it is a very great violation of law for 

you to act without your associates. It has been a long time since 
I have practiced much, but I have been a very active lawyer in my 
day and I think your action, your individual action in advertising 
for these bids is absolutely void. I do not think it is worth the 
paper it is written on. 

Mr. RoBBINS. Well, Senator, the bylaws of the Corporation provide 
that the management of the Corporation is vested exclusively in the 
Secretary of Agriculture. 

Senator McKELLAR. That may be, but your Corporation cannot act 
without the action of a majority of its incorporators. Is not your 
corporation org:mized and chartered under the laws of Delaware? 

:Mr. RoBBINS. That is true. 
Senator ~IcKELLAR. And are there any specific articles in the Cor

poration charter giving you authority to act as you are now acting1 
l\Ir. RonniNS. The arrangement is this, Senator, that under the 

bylaws of the Corporation the powers of the Corporation are vested 
exclusi,·ely in the Secretary of Agriculture. 

Senator Am.EN. W'ithout the authority of the board? 
Mr. RoBBINs. As a matter of fact, he is also Yested with the entire 

voting rights of the stock of the Corporation. The Secretary of 
Agrieulture, being the sole stockholder and having been vested by 
the bylaws with e.xclusive managerial po"\\ers of the Corporation, 
merely issued a memorandum delegating certain of those responsi
bilities to the various individuals who are appointed as officers . 
. Senator ELLENDF.Jt ~s there any requirement that you know of, 

either under the act 1tself or the laws of Delaware, stating that 
you must meet yearly or every 6 monthti or anything along that 
li1~e? Do you know whether or not that requirement has been com
phed with? 

Mr. RoBBINS. I am certain that the Corporation has not violated 
any re.qu_irements ?f ~he laws of the State of Delaware, either through 
COII1lllli'Sl0Jl or OllllSSlOll, 

~t;_nator ELLENDER. No':,.with respect to the bidding that Senator 
l\Icl\ellar lu~s ~een exammmg you on, as to producer's cotton, it is 
n fact that 1t 1s a law, the wntten law, that this cotton cannot be 
mored exc('pt upon obtaining the written consent of the producer 
of that cotton or the owner of it 1 

~Ir. Rorunxs. And in addition, in case the warehouse where it is 
stor('d will not reduce rates to the averacre as the law states of the 

. 1 '1 "'' ' r,anymg c 1arg(ls aYal able elsewhere, we would have no way, 
~enator, to find out what they are actually charging and carry out 
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the provisions of that law and determine the carrying charges avail-
able elsewhere except by making solicitation for bids. · 

Senator ELLENDER. That is what I wanted to make clear for the 
reeord i that when a bidder puts in his bid for the farmer's cotton 
he eviC!entlv was aware of what the law was; that is, that the con
sent of the· farmer must first be obtained and, of course, when that 
was obtained the bid would be properly considered. Is that true W 

Mr. RoBBINS. Yes, sir. 
Senator BANKHEAD. Doctor, do you intend to use this present com

petitive bidding proposition as a basis to reduce the interior rates 
hereafter, because you can get cheaper rates at the ports? 

1\Ir. RoBBINS. Well, there are no plans, to my knowledge, to do so, 
and, of course, one does not know what these conditions will be; but 
I cannot see at the moment that it will require more bidding at an 
early date, if that is what you have in mind. 

Senator BANKHEAD. Yes. Now, is it your idea that rates at the 
ports should be accepted as the basis for comparing with other rates 
in the interior, or other interior rates~ Do you understand the 
question~ 

Mr. RoBBINS. I believe I do, Senator Bankhead. I doubt that one 
eould say that the rates should be different for warehousing in accord
ance with the location of the warehouse; that is, it might be possible 
to construct warehousing facilities up along the Mississippi River and 
operate them at a cost that would not be entirely unlike the costs 
incurred by providing warehousing facilities at the ports. However, 
to give a more complete answer to your question, Senator, you do have 
this situation: that most of tlie southwestern cotton and the port cotton 
is compressed either to standard or high density, and most of the 
southeastern cotton is in flat bales. Presumably there is a difference 
in the storage facilities required for those different bales. It might 
be possible to arrive at some differential based on the status of the 
compression of the bale, but I doubt that there would be much basis 
for a differential based on the location of the warehouse. 

Senator BANKHEAD. Even though cotton in, say, South Carolina, 
was immediately adjacent to the mills, and you shipped it thousands 
of miles away to ports, just because you got an immediate saving in 
rent~ 

1\fr. RoBBIKs. That would not occur upon acceptance of these bids. 
Senator BANKHEAD. If you use these ports as a basis for comparing 

rates, then I do not see how, with your views about it, you are going 
to get rid of or avoid filling up the ports till they will not hold any 
'more, until you empty the interior warehouses, if the ports will hold 
it all. If it is simply a matter of dollars and cents saving and nothing 
else; if the economy of the country and the interest of the farmers and 
the communities in which the warehouse is located is to be totally 
excluded by a hard-hearted corporation, and you have no consideration 
except the dollars and cents involved in the rent, you cannot avoid 
shipping all this cotton to the ports if the ports will hold it. 

Mr. RoBBIKS. Well, severn! mterior warehousemen have submitted 
bids lower than the port warehousemen. 

Senator B.t~KHEAD. Their capacity is rather limited, is it not? 
l\Ir. RoBBINS. The interior warehouses~ 
Senator BANKHEAD. Yes. 
l\Ir. RoBBINS. No, sir. 
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SeMtor R-\NKHEAD. You mean they are owned by the big com
panies~ 

Mr. RoBBINS. The bids from the interior warehouses were scattered 
among both large and medium and small concerns. 

Senator BANKHEAD. Well, the amount, though, was small if it was 
a small concern~ 

Mr. RoBBINS. Certainly. 
Senator BANKHEAD. A minimum amount that did not im·olve 

really the volume of storage. Now, l want to find out if you have 
given any consideration at all to the capacity of the ports, their 
capacities as compared with the interior in the movement of, the pro
posed movement of two or three million bales of cotton~ Are you 
preparing to start to fill up the ports if you can ! 

Mr. RoBBINS. No, Senator; the ports would not be filled if these 
bids were accepted. 

Senator BANKHEAD. Do you know what the capacity of the 
ports is~ 

Mr. RonmNs. No; no one does, Senator. 
Senator BANKHEAD. Then how do you know but what you are 

filling them 1 
Mr. RoBBINS. The only indication that we have is this: The addi

tional space that was bid by port warehouses at less than 12% 
cents per bale per month, and that is 2,741,000 bales. That much 
cotton would not be moved to the ports. There would remain 
Yacant space at the ports. 

Senator BANKHEAD. But if you establish a precedent, what are 
~rou going to do next time~ Do you know how much cotton is in 
the ports now~ 

)lr. ROBBINS. Yes, sir. 
Senator BANKHEAD. I think I know, too. Let us see if our fig

ures agree. I do not mean just Government cotton now. I mean 
all the cotton in the port warehouses. 

Mr. RoBBINS. No, Senator; we have no accurate figures on that. 
Senator BANKHEAD. If you will figure it I think you will find 

thnt you ·do have, because Mr. Rathell just filled them in on a 
sheet of paper that I have here, and if he has made a mistake, of 
course, it can be corrected, but I am assuming that he is right, and 
he keE>ps the figures and hands them to you, I assume. 

Mr. ROBBINS. I must have misunderstood you. I thought you 
were referring to privately owned cotton. 

Senator BANKHEAD. No; all combined. The amount of cotton in 
the port warehouses now paying rent or storage. These are the 
figures I have: 

Bales 

ctort>rnment-owned cotton------------------------------------------ 1, 553,000 
Cotton under Government loan---------------------------------- 705, 000 
Other cotton-<'otton that the Government does not controL ________ 1, 092, 587 

That is as of J anuarv 1. 
Senator AIKEN. Your figure was 705,000 for cotton under Gov-

ernment loan 1 
Senator BANKHEAD. Yes; loan cotton. 
~enator AIKEN. Mine is 405,000. 
~enator BANKHEAD. Mr. Rathell furnished me these figures. 
Senator AIKEN. I secured these the other day. 
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Mr. RoBBINS. Our records show that at the ports---
Senator AIKEN (interposing). I beg pardon. It is 300,000 on the 

new loan and 405,000 on the old loan. That· agrees with your 
figure. 

Senator BANKHEAD. That is 4,183,000 · bales, according to my 
figures. 

Senator McKELLAR. If the capacity of these warehouses, as Dr. 
Robbins has said, is about 3,000,000 bales, how can you put that 
much cotton in them 1 

Mr. RoBBINS. That was not the capacity but the additional vacant 
space that was bid, Senator. 

Senator BANKHEAD. This is occupied space that I have given you 
now, 4,183,000 bales, and his figures, I think, probably cover not only 
uncompressed cotton but his estimate on what he has, and he gave 
me the capacity of the port. at 4,500,000 bales. That may be based 
largely upon flat bales rather than compressed bales, but anyhow 
it shows that. they have got 60 percent on capacity m?re C?tton now 
stored in their warehouses. On the other hftnd, the mterwr capac
ity, as given by Mr. Rathell, is 15,700,000 bales. So the port ca
pacity is reaching its limit and the interior capacity is not half its 
limit. 

Senator Mc:KELLAR. How much of the interior space is now taken 
up. Mr. Rathell? What capacity have they there for storage 1 

Mr. RATHELL. Senator, I only have figures on the Government
mmed and the loan cotton. 

Senator McKELLAR. Well, you gave Senator Bankhead a figure of 
15,700,000 capacity for all. · 

Senator BANKHEAD. That is the interior warehouses. 
Senator McKELLAR. How much of that space would you estimate 

to be now vacant? 
Mr. R-\THELL. Senator, the Government-owned and loan cotton 

is 8,911,000 bales in the interior warehouses. 
Senator BANKHEAD. You might just deduct that, deduct what is 

at the ports. There is 2~00,000 at the ports, so we take that from 
8,853,000, and that leaves 6,653,000 interior, as against 4,183,000 at 
the ports. 

Senator ELLENDER. And in the port figures here you have other 
cotton Senator. You have got to add to that the entire cotton 
in the country, and I understand that is beween 13,000,000 and 
14,000,000 bales. 

Mr.' 'YHITE. I think that figure as to cotton at the ports must be 
erroneous. You will recall I put in a figure o£ three and a hal£ 
million total stocks at ports, which was taken from the New York 
Cotton Exchange reports. 

Senator AIKE:N. I have different figures yet. 
Senator ELLENDER. As I understand it, there are about 15,000,000 

bales in the country. Now, if you deduct 4,193,000 £rom that figure it 
would leave at the interior warehouses in the neighborhood of 
11.000,000 bales. 

Mr. WHITE. The correct figure at the ports is three and a half 
million. That includes private and all stocks at ports, according to 
the latest report I saw. 

Senator ELLENDER. That would be about 70 percent o£ their 
capacity. 
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S:>nator AIKEN. The Government-owned and loan cotton at the 
ports, according to the figures from the Department, is 2,258,000. bales. 

Mr. UmmrNs. Twenty percent of the total Government stocks Is now 
stored at ports and 80 percent in the interior warehouses. 

Senator BANKHEAD. We will recess now until2 this afternoon. 
(Whereupon, at 12: 30 p. m., the committee recessed until 2 p. m. 

this day.) 
AFTER RECESS 

(The committee reconvened at 2: 30 p. m.
1 
pursuant to recess.) 

Senator .;\lcKELLAR. Mr. Chairman, whi e we are waiting, I want 
to ask unanimous consent to put in a letter and some figures that 
were sent to me by Mr. Bennett, who was one of the witnesses that 
teRtified, and these figures were to be sent in and to come after Dr. 
Hobbins' testimotiy. 

S:>nator BANKHEAD. All right. 

STATEMENT OF DR. CARL B. ROBBINS-Resumed 

Senator McKl';LLAR. Dr. Robbins, the first question I want to ask 
you is: Is it not an accepted principle of economics that as volume 
goes up cost goes down~ 

1\Ir. RoBBINS. Yes; as a general rule, Senator McKellar, the cost of 
production of industrial products decreases up to a certain point with 
mcrease in volume. However, some industries are subject to so
called decreasing rather than increasing returns. 

S:•nator McKELLAR: Are not warehousing one of those industries, 
yon would think 1 

Mr. HoBBINs. I believe everyone recognizes that warehousing is an 
industry in which the profit increases with the volume of the per
centage of the capacity utilized. 

Senator McKELLAR. Well, that is the same thing as volume goes up 
the Ct)st goes down, do you not think¥ 

Mr. RoBBINS. Yes; you can compute-the unit cost per bale stored 
per month would be lower. 

Senator Mcle.Eu..AR. Doctor, did you know that the Inter$tate Com
merce Commission had made an examination and had reported that 
the loading of cotton at the shipside rost just about 8 cents per bale 1 

Mr. RoBBINS. No, sir: I am not aware of that report. 
Senator McKELLAR. Well, there is such a report, and it is in this 

reem·d. Your present contract with the companies at the ports pro
Yi(lc>s for loading cotton at 12 cents a bale, does it noH 

:\Ir. RoamNS. The current contract is at the rate of 15 cents per 
bale. 

Srnator McKELLAR. Would you look at it and see when it was 
thanged from 12 to 15 cents; it was since these bids were published 
was it not? ) 

Mr. Ronm:ss. The bids as published provide 15 cents charge for 
dt•liYery at shipside. 

Sl'llator McKELLAR. Yes: I 1.·now: but what I am asking is, right 
now, ynn Jun-e contracts with a number of port companies in whieh 
thry delinr the cotton at shipside for 12 cents~ 

~lr. RonmNs. I belieYe that the majority of the contracts are 15 
l't>nts, St>nator. I will haYe to cheek on that.· 
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Senator McKELLAR. Will you check on that and give us the figures? 
Senator BANKHEAD. Some one way and some the other. -
Senator MoiUu.AR. I am qui~ sure you have a great many con-

tracts, or possibly all of them that now provide for 12 cents. Now, 
my question is--

Senator BANKHEAD (interposing). Do you have any? 
Mr. RoBBINS. I do not recall. I will be very glad to put a list on 

the record of all the port contracts. 
Senator McKELLAR. Now, Doctor, why, if the cost of the work of 

transferring cotton from the port to shipside is 8 cents, and if your 
corporation had contracts a short time ago at 12 cents, why did you 
put 15 cents as the minimum for shipside loading in your advertise
ment for bids? 

Mr. RoBBINS. Senator McKellar, perhaps a bit of explanation is 
necessary. 

Senator McKELLAR. Yes; I think it is. 
Mr. RoBBINS. Most of the existing contracts with the port ware

houses were obtained as a result of the solicitation for bids in which 
these various warehouses s.Pecified different fees for different services. 
In some cases shipside delivery may have been higher than other; in 
some cases the receiving charge may hav been higher than others, and, 
of course, the selection was made on the basis of the over-all or tot:ll 
charge incurred. It was my understanding that the rate specified for 
compression for shipside delivery in this solicitation of bids corre· 
sponded to the lowest rates for this service that had been received upon 
the previous solicitation of bids. 

Senator McKELLAR. Well, tliat does not quite answer the question. 
The question is, if the cost of delivery from warehouse to portside is 
8 cents, and your corporation had made contracts generally to deliver 
this cotton at shipside for 12 cents, why, under the name of heaven, 
did you raise that cost and specify it in the bids that 15 cents would 
be paid? · 

Mr. RoBBINS. I am not at all certain that the situation you.have 
outlined may actually be the case. P~sibly it is. It was my under
standing that the rates specified in this attempt to develop a uniform 
storage contract for individual services were the minimum that had 
been bid upon a prior solicitation of bids. 

Senator McKELLAR. Well, then, let us approach it from another 
angle. If the cost of that delivery from warehouse to portside was 
8 cents, that would give the contractor 7 cents a bale profit, would 
it not~ 

Mr. RoBBINS. Yes, sir; if the cost were 8. 
Senator McKELLAR. If the cost were 8 cents, and we are assuming 

that for the present, and the price paid was 15 cents, that would give 
the contractor to begin with a 7-cent profit. Now, if you wish to 
save money for the Government, why did you raise the price from the 
12 cents that you have been paying for this $ervice to a minimum of 
15 cents? 

Mr. RoBBINS. Well, as I told you, my advice was that the rate we 
had fixed was the lowest that had been offered under previous solici
tation of bids. 

Senator AIKEN. How does that 15 cents compare with the cost of 
loading the cars at the interior points-or how does the cost com-
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}Ja~e ~ I do not care whether it is 15 cents or 8 cents, or whatever 
It IS. ,, • 

~Ir. Romuss. Well, Senator Aiken, as you know the word "cost Is 
used by different people to mean differe~t things. I have no idea w~at 
Senator McKellar has in mind. I might illustrate some of the diffi
culties in agreeing as to what cost is, if you. would like, by outlin~ng 
the problenu:;, for instance of the detcrmmatwn of the cost of stormg 
cotton. 

Senator McKELLAR. If you have no idea-am I interrupting, Sena-
tor Aiken? 

Senator AIKEN. No; ~o ahead. 
Senator McKELLAR. If you have no idea of what I am after, I am 

go in()' to tell you, because ·r am trying to make my language perfectly 
plai1t With a 7-cent leeway or profit to be made out of the simple 
act of transferring the cotton, especially by the improved machinery 
owned at some of the ports by Anderson, Clayton & Co., if they are 
assured of a profit of 7 cents a bale on that simple thing, they could 
afford to bid less for concentrating cotton, could they not~ Just 
answer my question, anrl then explam, please. 

Mr. RoBBINs. Well, in order to answer, and I want to, if it is pos
sible, might I ask you what items are included, and what assumpt10ns 
are made in this estimated 8-cent cost~ For instance, does that in
clude any allowance for overhead expenses of the or~anizationi and 
does it assume that this machinery to which you referred wou d be 
used more or less constantly or only rarely~ 

Senator McKELLAR. It does this: The Interstate Commerce Commis
sion some time ago examined the question of the cost, and they reported, 
according to the evidence that is already in this record, and we put it 
in the other day, that it costs 8 cents a bale to delivery this cotton from 
the warehouse.to the shipside. Now, you have the very strange pro
vision that the cost shall not exceed 15 cents. By those very terms in 
your advertisement for bids there is a profit to the bidder on that item 
of 7 cents. Naturally, the bidder under those circumstances could bid 
a ll's~ price, if he was making 7 cents a bale on every bale delivered. 

Mr. RoBBINs. But can you tell me which items of expense you have 
not included in that 8 cents, and upon what item it is based, because the 
result would depend on such factors. · 

Mr. REED. It was Mr. Johnson's response to your question. 
Senator McKELLAR. Mr. Johnson, of Anderson, Clayton & Co., made 

this statement, page 662,of the record: 
Well, the Interstate Commerce made a very thorough investigation of that, 

Senator, and I believe they set a rate of 8 ct>nts a bale as being the cost of making 
that deliver·y. There is a very lengthy record with the Interstate Commerce on 
that subject. 

Now, Mr. Johnson is connected with Anderson, Clayton & Co.; he is 
supl'rintendent of their warehouses, or president of one of their ware
houses-or one of their m·gnnizations of warehouses, maybe would be 
better-and I take it that he knew what the cost of loading that cotton 
was. At any rate he so testified. If that was the cost, and if you made 
lln agreem(lnt or contract of 15 cents a bale, it is absolutely certain that 
Anderson, Clayton & Co. will make 7 cents a bale on every bale of cotton 
that is transferred from the warehouse to shipside. 

Senator AtKEX. Thnt is. ast-uming that ~Ir. Johnson is--
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Senator McKELLAR (interposing). Mr. Johnson's testimony is 
correct. 

Mr. RoBBINs. Mr. Johnson is right here in the room. Let us ask him 
what the report shows. 

Senator McKELLAR. Very well, Mr. Johnson, have you got the report? 
Mr. JoHNSON. I might add that-
Senator McKELLAR. Let me ask you another question before you add. · 
1\Ir. JoHNSON. Yes, sir. 
Mr. WHITE. Mr. Chairman, may Mr. Johnson complete his answer? 
Senator McKELLAR. If that is going to be the case, we will just excuse 

you for the present. I do not like to be dictated to. We have had 
enough dictation around here now. I want to ask you another thing. 
You spoke of a plan of yours to build some warehouses in the Missis
sippi Valley-

Senator ELLENDER (interposing). Senator, before you go into another 
subject, may I ask a question about this 15 cents~ 

Senator McKELLAR. Surely. 
Senator ELLENDER. Doctor, why was it necessary for you to fix this 

15-cent charge? Why did you do that? What was back of your mind? 
Did you fix that as a maximum or what? 

Mr. RoBBINS. These rates specified are maximum amounts to be paid, 
or the tariff, whichever is lower, but it was desirable, Senator Elh,nder, 
in soliciting bids to have all the variables reduced to the number of one, 
and consequently a form was made up which specified rates for all serv
ices except the storage rate per month per bale, so that when the bids 
were received, by merely compa,ring that one factor we rould readily 
determine which was the lower bid, and the extent of the difference 
in them. 

Senator ELLENDER. Am I to understand that if a person who handled 
cotton desired to bid less than 15 cents, he could not have bid? 

Mr. RonBINs. A person could bid on that contract as low as he 
would have liked. However, the contract--

Senator ELLENDER (interposing). I mean this item of 15 cents.. 
Mr. RoBBINS. Bids were not solicited on that item. Bids were so

licited on what charge would be made for storage, assuming that the 
warelwuseman received the rate specified for these collateral services. 
In that way the whole complexity of the tariff schedule was reduced 
to one figure. · 

Senator ELLENDER. Yes; everybody then would be in the same cate
gory; that is, he would receive that 15-cent charge and could lower 
or up his storage rate to the point that he desired. 

Mr. RoBBINS. That is true, to 6 cents, if he liked. 
Senator McKELLAR. Now, Senator Ellender, I think the bid itself, 

in' the first place, i.s the best evidence, and in the next place it will 
answer your question and my question. and abf'olutely clean up the 
matt('r. I read from page 1 of Form 55 A-2, "Rates for storage and 
other services rendered by warehousemen with respect to cotton shall 
be as follows," and then comes 1. 2, and so on, down to 8, and 8 is ail 
follows: "Item No. 8. Delivery to shipside where cotton compres
sion is not performed by the warehouseman. per bale, 15 cents." That 
is the figure, and just as l\Ir. Robbins testified to vou, that was not a 
part ofthe bid, howeYer; that was a fixed rate that whoever bid--

Senator ELLENDER (interposing). Would receive. 
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Senator McKELLAR. 'Vould reeeive, and therefore, if Mr. Johnson 
was correct in his testimony that the cost of it was 8 cents a bale, 
whoever took a contract here would have a profit to begin with of 
7 cents a bale on transferring it to shipside. 

Senator ELLENDER. Well, in thnt connection I am just wondering if 
the cost of drayage (hat is usually considered shipside service \"\"aS 
included in this 8-cent rate to which Senator McKellar referred. 

Mr. RoBBINS. Well, it would seem that on the bn:•is of the brief 
reference made in the report it is practically impossible to determine 
what Mr. Johnson mav have had in there. 

Senator ELLENDER. Becaus{' in that connection, I may say this. that 
insofar as the city of New Orleans is concerned, what is considered 
shipside service would also include drayage, and the chaqre for dray· 
age and all incidental expenses incurred to pnt a bale of cotton on 
the ship would amount to about 25 cents per bale, so I imagine that 
this 15-cent rate that you have fixed in the contract there is probably 
an aYerage rate? 

".Mr. RoBBINS. That represents the ratt>, the lowest rate~ that was 
bid for that. st>rviee at the prior solicitation of bids. 

Senator McKELLAR. Now, Doctor Robbins, I want to ask you 
about the building of Government warehouses for the warehousing 
of cotton in the :Mississippi Valley. I believe you stated that that 
is under consideration? 

Mr. RoBBINS. No, Senator; I made no such statement. 
Senator l\kKELLAR. W11at did you say about that then, if I am 

mi11taken ~ I understood you to testify this morning that you had 
under consideration the building of the Government warehouses in 
the Mississippi Valley, or the locating, possibly, of warehouses in 
that territory? 

Mr. RoBBINS. You will find no such statement on the record, 
Senator. 

t:"'enator McKILLAR. You have no desire to build warehouses, or 
plan.,~ 

1\Ir. RoBniNS. Senator, it is the policy of the Department of Agri
culture that, insofar ns possible always to utilize, rather than repface 
or encroach upon, the established normal services of the business. 

Senator McKELLAR. Yes; I am glad of that. I think that is good. 
Senator AIKEN. That was brought out by another witness. 
Senntor McKELLAR. Well, of course, I do not recall what you 

stated about the warehousing of it. We will look up the record 
aftl'r a while. I may haYe been mistaken about it,.I do not know, 
but .what I want to ask you now is, suppose you came to the con· 
elusion that the Gorernment ought to build warehouses in the Mis
kissippi Valley to compete with what you call a trust, 1 believe, or 
sonwthing of that nature, would you build them without regard to 
the Congre~s. or would you feel like it was necessary to come before 
tht> Cong-re~s and ask for an appropriation for that purpose? 

"!\Ir. RonmNs. Senator, for the record, may I point out that vour 
rt'fPr(>nr£> to a trust existing in the storage of cotton in the ~Iis
sis...;;ippi Yallt>y is not my statement~ 

~Puntor McKELLAR. I am glad to hear that, Doctor. ~ow may I 
ask-
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Mr. RoBBINS (interposing). Kow, I know of no plan for the bnild
ing of Government warehouses in the Mississippi Valley or any 
other place in the Cotton Belt. 

Senator 1\IcKELLAR. All right, sir; that is all I want to ask about 
that. Now I want to ask you, did you say here the other day, I 
believe the last time in which these conflicting interests tried to get 
together, that if you went on the stand in this case, all negotiations 
would be off, and the bill would be defeated, or words to that intent~ 

1\Ir. RoBBINS. No, sir. 
Senator l\fcKELLAR. Yon did not. That is all I want to ask you 

about that. Now, the next thing I want to ask about, who is the 
bidder in the Southeast t~rritory who had all the space that was 
needed, to whom, Ibelieve, you referred this morning~ 

l\Ir. RoBBINS. I do not understand your question. 
Senator l\IcKF..LLAR. As I recall your testimony you stated that 

there were bidders in the Southeast that had all the space that was 
necessary to reconcentrate this cotton~ 

l\Ir. RoBBINS. I do not recall having made any such statement. 
Senator 1\IcKELLAR. You do not recall that, yes. Is there any 

money invested by the Government in freight bills that are no 
longer available for transit of cotton now located at the ports~ 

Mr. RoBBINS. I suppose, Senator, that you are referring to the 
transit privilege. 

Senator McKELLAR. Yes, sir. What we used to call the floating 
privilege. Go ahead. 

Mr. RoBBINS. Yes, sir, Senator; some of that cotton has remained 
in storage long enough so that the transit rights are no longer 
available. 

Senator :McKELLAR. How much loss has the Government sustained 
by reason of the loss of transit privileges which were given by the 
railroads or other transportation facilities that are now out of date'? 

Mr. RoBBINS. The expiration of transit rights, Senator :McKellar, 
is not a loss to the GoYernment on cotton that has been shipped tp the 
ports and will eventually be exported. 

Senator McKELLAR. Well, you are acquainted with the principle in 
cotton, at all events, that the freight comes out of the cotton, ar·e you 
not? 

l\Ir. RoBBINS. Yes, sir. 
Senator McKELLAR. 1V elL now, if, for instance, cotton has been 

transported from Memphis to X ew Orleans, and more than the time 
limit has passed, if it is sold in Yirginia or in New England for 
manufacture, the transit right has gone, has it not? 

1\Ir. RoBBINS. That is correct, but the--
SE>nator l\Ic KELLAR. So that if the Government resells that cotton 

in Yirginia or in New England, or elsewhere, if it has to pay that . 
greater freight rate, it comes out of either the price or out of the 
cotton l 

Mr. RoBBINS. Oh, Senator, do you assume that the GoYernment is 
going to sell its Government-owned stocks in competition with new 
crops the farmers are ging to produce for the domestic market? 

Senator Me KELLAR. I am very much in hopes one of these days 
normal conditions will be resumed, and that this cotton will be "paid 
out" so to speak, to the consuming public like it was several years 
ago when we disposed of a very large portion of it, and that owing 
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to the curtailment of cotton production, that that can be done without 
injury to the Government or to the producer. 

Mr. RoBBINS. Are you not referring to the likelihood of some possi
ble domestic consumption of cotton remaining unloaned; but, on the 
other h~nd, do you believe that the Government-owned cotton at the 
ports w1ll not be exported eventually~ 

Senator MoKELJ,AR. Well, I hope it will, but at the present time it 
does not look very encouraging, I w~ll say that. . . . . 

Mr. RoBBINs. I imagine that practically every d1smterested opmwn 
from the cotton industry you could obtain on that point would be in 
complete agreement with you, but it is true there would be no loss 
to the Government. 

Senator McKELLAR. Well, I think every additional charge you put 
on Government cotton is a loss to the Government, whether it is a loss 
in freight or whether it is paying additional freight, or whether it 
is sampling it, or whether it is storing it, or reconcentrating it, or 
storing it where it will be farthest from the spinner; I think every 
bit of it comes out of the Government, and when the people who own 
the cotton, the cotton producer, the cotton people who have it, do they 
not lose that charge, if you want to know my opinion. I want to 
know how many bales of cotton were received in the 1938-39 loan~ 

Mr. RoBBINS. 4,481,926 bales. 
Senator 1\fcKELLAR. How much was repossessed by the producer or 

own(:'r and sold~ 
Mr. RoBBINS. To the first of this year 2,471,898 bales. 
Senator McKELLAR. How many bales are now in the 38-39 loan~ 
Mr. RoBBINS. 2,010,028 bales as of the latest date of our record. 
Senator McKELLAR. Two million how much 1 
Mr. RoBBINS. Ten thousand and twenty-eight bales. 
Senator McKELLAR. Does the producer still have an equity in that 

cotton~ 
1\Ir. RoBBINS. No, sir . 
.S~nator McKELLAR. He has no equity in the 1938-39loan cotton~ 
1\Ir. RoBBINS. No, sir; not in the sense that he has any right that 

is of value, that he can reali7,e upon. In order for him to have that 
the market price would have to be above the production cost. 

SPnator McKELLAR. But you never closed out the interest of the 
producer in that cotton; that is not Government-owned cotton. 

1\Ir. RoBBINS. The Government technically may hold title; I do not 
know what you would say about that, Senator McKellar, because the 
Government dol:'s hold the warehouse receipts, and I suppose-

Senator McKELLAR. It is reclaimed cotton 1 
1\Ir. RoBBINS. Has title to the cotton; but the grower has the theo

retical right of redemption. However, there is a little over 3,000,000 
bal(:'s of 1940 crop cotton under the loan which can be redeemed by 
growers at much less than the 1938 crop cotton; consequently, if the 
grower were to have the opportunity to redeem his loan cotton, he 
would exercise it with respect to the 1940 crop cotton, for which the 
col't of rellemption is lower. 

Senator McKELLAR. If he were the same producer; but many pro
dueers-

~lr. RoBm:ss (interposing). Weill presumably the withdrawals of 
1940 crop cotton would proceed as the market price raised substantiallv 
above the total loan amount plus accumulated carrying charges, and 
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that would put such a supply on the market, presumably, as to hold 
clown the price and practically foreclose the redemption of 1938 crop. 

Senator McKELLAR. But it has not actually been done yet 1 
1\Ir. RoBBINS. Well, the actual circumstance is this: That when the 

1940 crop came on the market and began to ,move into the loan, with
drawals of the 1938 crop practically ceased, as we have just outlined 
them. As, for instance, the total withdrawals between November 1, 
1940, and January 1, 1941, of 1938 crop cotton were at the rate of less 
than 1 bale per 1,000 bales of total stocks. 

SENATOR AIKEN. But according to the figures you have just given 
us there has been about 20,000 bales withdrawn since February 1. 
You said there 'vere 2,010,000 on hand now of the 1938-39 crop, and 
there were 2,031.000 on hand February 1; that would mean that the 
last few days it had been moving more rapidly 1 

Mr. RoBBINS. No, sir; there has been practically no withdrawals 
of 1938 cotton. Let me see if I cannot reconcile my figures for 
you. 

Senator AIKEN. I think the figures you gave us last week-I know 
you just said 2,010,000 on hand. 

Mr. RoBBINS. The difference of 20,000 bales in the two figures 
that you have mentioned is 20,000 bales of cotton from the 1939 
crop. 

Senator AIKEN. I see. 
Senator McKELLAR. That is what I was asking you about, the 

1938-39 crop. 
Mr. RoBBINS. There are two crops, Senator. 
Senator McKELLAR. 1938-39? · 
Mr. RoBBINS. Yes, sir; that 2,000,000--
Senator McKELLAR (interposing). We always speak of the 1938-3~ 

crops as the one beginning-of course, you not being familiar with 
cotton--

Mr. RoBBINS. (Laughing.) · 
Senator McKELLAR. The 1938-39 crop begins about the 15th pf 

July down in Texas, and it runs all through the remainder-! want 
to explain this because I think you ought to know it-it runs all 
through the remainder of 1938 and up until about July 15, 1939. 
Now, when you get up to about Memphis, Tenn., the 1938-39 crop 
would begin about August 15 to September 1, and would run the 
remainder of that year and then back around to August 15 or 
September 1. In Memphis it varies somewhat-but the 1938-39 
loa,n is for thosei elates, for the year, and is divided in the latter 
part of-the second half of 1938, and the first httlf of 1939. 

~Ir. RoBBI~s. The difference seems to be in the use-the moreor 
less confused use of the period from August 1 of any one year to 
July 31 of the succeeding year as the marketing season for cotton. 
We, for convenience, and to avoid confusion refer to these loans by 
stating the year in which the crop was produced. 

Senator McKELLAR. Well, did you call-did you include that 
cotton in your bid call? 

Mr. RoBBINS. Yes, sir. 
Senator McKELLAR. You did. Well, let me see what else I have 

here and then I will-now you say that you are going to save $5,000 
a day or about $1,800,000, I believe, in round numbers. Are you in 
favor of the Government saving this at the expense of the farmed 
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.Mr. RonBixs. It would not be at the expenses of the farmer, 
Senator MeKellar. . 

Senator ~IoKELLAR. Well, you heard the testimony, ~·ou were here, 
I am sure, quite a while, whil~ the t~stimony was ?emg taken and 
if the te.-.timony of. these var.wus w1tnes~s, .practical cotton me!l, 
men who have been m the busmess all then hves, surrounded by 1t, 
lived with it, you heard that testimony, that it wo~ld increase the 
cost of warehousing to the farmer._ If they are nght then your 
plans would be at the expenses of the farmer to that extent, would 
they not~ 

~Ir. Ronmxs. Well, of course, Senator, as you know they were 
interested parties who testified. 

Senator McKELLAR. Of course, but a man can tell the truth, even 
if he is interested. 

:Mr. RoBBINS. And the record contains statements of equally ex-
perienced persons directly to the contrary, which were made by 
those who happened to be interested on the other side of the picture. 

Senator McKELLAR. Who were they that testified; could you give 
us the names of those that testified that the cotton would-that the 
sending of this cotton down to the ports would not increase the cost 
of storage to the farmer~ Which witnesses, I do not recall them 
myself. 

'Mr. RonqiNS. I believe, for instance, Mr. Bateman from Atlanta, 
Ga., f!aYe such testimony. 

s~nator McKELLAR. Is Mr. Bateman an employee of Anderson, 
Clavton & Co., who want this cotton'? 

~ir. RoBBINS. I belien that he is, Senator. 
Senator McKELLAR. Now, who else testified? 
Mr. RonnrNs. Well, a search of the record would reveal that. I 

do not know how manv persons testified that the cost to farmers 
would be increased~ or that the cost to farmers would be decreas~>d. 
Hqwf'ver--

Sflllator :.\IcKELLAR. At any rate this is the only one that you 
rememhf'I\ that is, Mr. Ihtemim? 

~Ir. Honm~s. Well, I would not want to guess at it. I do not 
renwmher cl<>nrlv which individuals testified. 

R<>tator McKELLAR. Yes, sir. · 
Rt>nator B.\NKHE.AD: You luwe repeatedly spoken of $5,000 a day, 

and you han' f!Ot It m your letter .to the Secretary. X ow you say 
that you expect to save on these b1ds an arerage of 4 cents a bale 
per month 1 

.Mr. Romnxs. :.\lore than 4, between 4 and 4% on the cotton that 
tmght be moved, and a full 2 cents on the cotton that remained 
where now f'tored. 
. ~f'nator B.~NimEAD. You mean to cut the rate on all cotton where 
1t Ii' 2 cPnts: IS that what vou mean1 

Mr. ~onr~xs. Xo, sir,. senator, only on the 2,970.000 bales of cotton 
for whwh b1ds are .rt-cewed at less thnn 12% cents per bnle per month 
stor:~g-e. and remnm where they are now stored. ~Iuch of that cot
ton IS nl_ready stored nt the pm~s and by accepting the bid we obtain 
a rt>d.urtwn on that cotton now m storage, as well as on the additional 
storage. 

R~nator R~N~HE.ID. Cotton now in storal!e in the interior. but sup
posmg the b1d 1s the same ns now and it is not mowd; there is no 
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~aving on that type of cotton, is there? You do not figure 2 cents 
a bale on all cotton, do you, even though the hid may be 12 cents? 

l\Ir. RoBBINS. I am fi!ruring an average of 2 cents a bale, on the 
2,970.000 bales, on which total bids those from the interior account 
for 1,797,000 bales. · 

Senator BANKHEAD. Well, you mean without moving them, you are 
going to save that much~ 

Mr. RoBBINs. That is correct, Senato'r Bankhead. 
Senator BANKHEAD. By leaving it right where it is? 
Mr. RoBBINs. That is correct. 
Senator BANKHEAD. On the bids which you have
Mr. RoBBINS. That is correct. 
Senator BANKHEAD. From the interior warehouses? 
Mr. RoBBINs. Briefly, by moving say about 2,000,000 bales, you 

would obtain for the Government savings on 5,000,000 bales. 
Senator BANKHEAD. I do not get it unless you get a reduction in the 

bids to that extent. 
Mr. RoBBINS. We have some-
Senator BANKHEAD. You have 3,000,000 bales at 4 cents, that is only 

48 cents a bale per year, and that averages 4,000 a day if you remove~ 
say, as much as 3,000,000 bales; if you move 2,000,000 bales, you have 
not got a saving of but about $2,500 instead of $5,000. 

Mr. RoBBINS. Then add to the saving of between 4 and 4~ cents 
per bale per month on a little over 2,000,000 bales, add the saving of 
2 cents per bale per month on approximately 3,000,000 bales that would 
not be moved, and the net resu!t is, as the Secretary stated approxi
mately $5,000 per day. 

Senator BANKHEAD. Well, you have not got but 6,200,000 bales of 
cotton the Government owns. 

Mr. RoBBINS. That is correct. 
Senator BANKHEAD. You have got 2,000,000 already of them-

2,250,000 of them at the ports already? 
Mr. RoBBINS. Yes, sir. ' • 
Senator BANKHEAD. All right. That does not give you but 4,000,-

000 bales left. Now are you going to move it all? You are figuring 
on 5,000,000 bales; you have not but 4,000,000 altogether left~ 

Mr. RoBBINS. Perhaps I had better try to explain the details.....-
Senator BANKHEAD. Just forget any statement-wait a minute, 

Doctor, I want to follow this--
:Mr. RoBBINs. Now, the bids that have been received-
Senator BANKHEAD. I want to follow that figure as I have it 

here. I think it is right. You have just got 6,000,000 bales left. 
That is what I am trying to ask, in removing the Government cotton, 
you ate talking now about saving $5,000 a day, are you going to 
move it all? 

.Mr. RoBBINS. No. 
Senator BANKHEAD. -n'~'here are you going to put it~ 
Mr. RoBBINS. Bids were solicited from a maximum of 8.200,000 

bales; bids were received for lower rates on 6,373,000. , · 
Senator BANKHEAD. "Why are you bidding on 8,000,000 bales when 

you do not own but 6,000,000 ~ 
Mr. RoBBINS. Because it was desired to effectuate whateYer agtee

ments were readily available on the 1938-39 crop cotton as well as 
on the old 1934-37. 
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Senator BANKHEAD. You were not figuring on moving that, were 
you, without the ~ri!ten consent of the owner~ 

Mr. RoBBINs . .No, mdeed. 
Senator BANKHEAD. You would be violating the law if you did 

thnt and I know you were not figuring on doing that. 
M~·. RoBBINS. No, indeed. . . . 
Senator BANKHEAD. Therefore, you cannot' be mcludmg 1t! 
Mr. RoBBINS. Oh, yes. 
Senator BANKHEAD. The law prohibits you from including it. 
Mr. RoBBINS. No, sir. 
Senatm BANKHEAD. Without the written consent of the owner . 
.Mr. RoBBINS. Not included without getting it. 
Senator BANKHEAD. Why, if you cannot move it, why invite bids~ 
.Mr. RoBBINs. To obtain the decreased rate we got from the ports. 
Senator BANKHEAD. From the ports, you cannot move it down there 

if vou did~ 
1Ir. RoBBINs. No; from the interior points. 
Senator BANKHEAD. You mean they bid against each other for it~ 
Mr. RoBBINS. Yes, sir. 
Senator BANKHEAD. You figured on moving practically all of it 

that way. You have not got but 4,000,000 now left; 4,000,000 is 
all you have got to move to the ports to get a reduction, anyway 
you mean you would figure on moving 2,500,000 to the ports-how 
much to the ports~ 

.Mr. RoBBINS. Oh, I think that 2,000,000 would be an ample figure 
to discuss. 

Senator BANKHEAD. Two million. You figure on moving 2,000,000 
around, swapping from one warehouse to another~ 

Mr. RoBBINs. That would be the movement, and the reduction 
would be obtained, however, on an additional 3,000,000. 

Senator BANKHEAD. You have not got 3,000,000; you have not got 
them; where are you going to get the reductions on it when you do not 
own it~ 

Senator McKELLAR. And you are prohibited from moving it~ 
l\Ir. RoBBINS. Senator, under the law that we referred to there is 

nothing to prohibit the Government from undertaking to obtain 
reductions in carrying charges. As a matter of fact, the· law states 
that the cotton shall -not be moved except with the consent of the 
:,rrower, unless the warehouseman who has it at the time refuses, after 
uue notice, to reduce his rate to, as the law states, "the carrying charges 
nrailable elsewhere." How could you administer that law except by 
dett>rmining what ratt>s are available elsewhere~ 

Senator BANKHEAD. Would you undertake to do that every 30 davs 
in a year¥ · 

)lr. RoBBIXs. No. 
~enator BANKHEAD. Or e\'ery 6 months in a year? 
l\lr. Ronmxs. No. 
~enator BANKHEAD. You han• a contract, have you not, hare vou 

not let the eon tract alreadv to the 1939 cotton and the 1940 cott~n; 
hnre tlwy not got it under j·early contract~ 

)lr. Rmmrxs. The cotton is under contract and the bids were not 
requested, Senator Bankh!>ad, until the expiration of the full calendar 
war from the tim<> the 12¥:->-r<>nt rate became effective which was 
Xorember 1939. These bids 'WHe requested in November' 1940. 
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Senator BaNKHEAD. That is on interior farmer-owned cotton
loaned cotton 1 

l\Ir. RoBBINS. That is the maximum rate for all cotton for their first 
reason whether farmer-owned or Government-owned. 

Senator BANKHEAD. You are talking about 2,000,000 bales of Gov
ernment-owned cotton; you have 2,000,000 already down there; say you 
moved 2,000,000 more, that makes four; then you have 2,000,000 more 
cotton which would make four; you are talking about making a profit 
-on 5,000,000. 

l\Ir. RoBBINS. That is right, because there would be a savin()' on much 
of the Government-loaned cotton-the 1938 crop that wouid remain 
where it is now stored at interior points. 

Senator BANKHE.ID. Now suppose you have not got bids in the 
interior for it~ 

l\Ir. RoBBINS. We haveJ Senator. 
Senator BANKHEAD. lou have got bids for all the cotton in the 

interior, have you 1 
l\Ir. RoBBINS. No, sir; we have received total bids for 6,347,000 bales 

out of the 8,200,000 bales on which bids were solicited. 
Senator BANKHEAD. Well, under this program you will not give 

them a chance, as the law requires, to reduce. It has been stated here, 
that these bids would be accepted or rejected; you would either accept 
the bid or you would move the cotton? 

l\Ir. RoBBINS. No. 
Senator BANKHEAD. 'Yhat are you going to do; are you going to 

give them a chance to reopen the bid'? 
l\Ir. RoBBINS. Senator, the situation is that it would not seem advis

able to go to the administrative expense that would be necessary to 
move any of the cotton for ·which growers still retain a right of 
redemption because the amount of cotton necessary to move in order 
to obtain the economies available is far less than the quantity of 
cotton that the Government already owns in desirable positions for 
movement. t 

Senator BANKHEAD. If you take that position, then you cannot
and you have not got the 4,000,000 more to be saved-let me ask you 
this question without any argument: You are talking about 5,000,000 
bales, and of course, with the cotton you already got at the port you 
cannot have over four; now you say you are going to include farmer
owned cotton, and you have already taken all they have-now did 
you figure on moving any of that farmer-owned cotton without going 
back to them and giving them an opportunity to meet any rate that 
you say is the average prevailing rate? 

Mr. RoBBINs. X o, indeed, Senator Bankhead. 
Senator BANKHE.\D. Then you are not going to reject the bids 

without giving them another chance? That is not the idea-l have 
heard it stated here all the way through that it is "take it or leave 
it." Is that the program? 

Mr. RoBBINS. I am afraid that there must be some misunderstand
ing, because there is no intent or plan or need, in fact, it would be 
inadvisable to go to the administrative expense of getting the farmer 
to consent to moving loan cotton when the Government cotton can 
be moved in far larger quantities than are necessary to avail our
selves of the saving. 
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Senator BANKHEA~. I agree with that. That wo~ld elimina~e the 
subject of Government-owned cotton from your savmg, would 1t not, 
unless you are going t~ move it? . 

Mr. RoBBINS. No, mdeed; because here IS what happens. ' The 
owners, when these bids were solicited, voluntarily offered to reduce 
the rates they are now charging on this farmer-owned cotton which 
ic; not to be moved. 

Senator BANKHEAD. Does that include bids on any cotton moved 
to them, or does that say "on Government-owned"; I am talking 
about farmer-owned now, not Government-owned cotton. 
Mr.-RoBm~s. That is what I am talking about, Senator. 
Senator BANKHEAD. If you move 2,000,000 to the ports-you have 

not got but 4,000,000 Government-owned, you cannot save on it but 
onee. 

:Mr. ROBBINS. That is right. 
Senator BANKHEAD. You cannot get the 3 cents or 4 cents on any 

cotton save that which would not be moved-What figure have you 
got ; 2 cents 1 

Mr. RomnNs. That is right; about 2 cents would be saved on 
cotton which woula not be moved. 

Senator BANKHEAD. Interior cotton 1 
1\Ir. RoBBINs. Of which there is about 3,000,000 bales. 
Senator BANKHEAD.· All right; then you have 4 cents you are 

sn ving on cotton that goes to the port? 
Mr. RoBBINS. It would average more than 4 cents per bale. 
Senator BANKHEAD. 'Vell, not 5. 
Mr. RoBBINs. No. 
Senator BANKHEAD. How much more than 4; 414 I believe you 

stated this morning? 
Mr. RomnNs. Thnt would be approximately correct. 
Senntor BANimEAD. That is on 2,000:000 bales; you have not got 

over two interior cotton, have you 1 
:Mr! RoBBINS. Of the reductions in storage rates, the cotton that 

would not have to be moved, 1,173,000 bales, are now at the ports, and 
1,797,000 bales are now at interior point~. 

Senator AnrnN May I ask a clarifying question right here! 
Senator BANKHEAD. I am in need of several clarifying· ones, Sen

ator. 
Senator AntEN. If you ask for bids of warehousemen in one State

we will say they bid ·10 cents, which is 1\ reduction of 2% cents per 
month per bale, and the warehousemen of a certain other State did 
not bid at all, then it would be apparently up to the producers of that 
State where no warehousemen bid to dl•termine or decide whether 
their cotton should stny there at 12% cents or be remoYed to some 
other State where the bid was 10 cents~ It would be optional with the 
grower. would it not 1 

Mr. RonniNs. It could not be mo'\"ed, Senator Aiken, if I understand 
your question correctly. under the law without the consent of the pro
duct-r, unless the warehouse where it was stored, after ha¥ina been 
giwn noticE:\ refused to reduce its rate to the averaue of th~ rates 
a\·nihlble elsewht-re. e> 

SPnator BANKHE.\D. At the ports, for instance~ 
Mr. RoBBINs. The law simply snys "elsewhere." 
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Senator AIKEN. It might result in the farmers of one State having 
to pay 30 cents a year, or 2 or 3 cents per bale per month, more for · 
storage than the farmers of another State, instead of the uniform 
rate which they pay now. 

Mr. RoBBINs. Actually there never has been any movement under 
these circumstances required by the law of farmer-owned cotton. 

Senator AIKEN. Here is what I would like to know: If the farmers 
of all but two or three States could get their storage now under the bids 
for 10 cents, you would not object to the warehousemen of another 
State 500 miles distant reducing their rates to 10 cents, even though 
they had not bid, if the farmers that have cotton in there preferred 
to keep lt there 1 · 

Mr. RoBBINS As a matter of fact, under the law, Senator Aiken, you 
would have to give the other warehousemen the opportunity to meet 
this lower average available elsewhere. 

Senator AIKEN. That, in effect, would amount to another permit to 
bid, would it not? 

Mr. RoBBINS. No; that would, in effect, assure him the ability to bid 
before the cotton would be moved. 

Senator .McKELLAR. Mr. Chairman-
Senator BANKHEAD. You are changing your bid call, but-
Senator AIKEN (interposing). I think, in effect, it would amount to 

an opportunity to bid. 
Senator BANKHEAD. That is understood. 
Senator MclULLAR. As I understand, Dr. Robbins, you testified that 

on part of this cotton the Government owns you would save 4 cents a 
bale, and on another part of it, 'if he can sell it legally, he would save 
about 2 cents a bale. Now, if you pay Anderson, Clayton & Co., who 
will warehouse this cotton 15 cents a bale for putting it over to the 
shipside, and they make a profit of 7 cents, where will the Government 
save a dime~ They lose more than the 15-cent flat rate for taking out 
these long steel arrangements a.nd picking up the cotton and putting it 
in the ship, if it cost 8 cents, and it is offered 15 cents-I mean, gats 15 
cents for It-the Government will lose more than they will gain out of 
that change of cotton; is not that so~ 

Mr. RoBBINS. I do not see how you arrive at the conclusion that the 
Government would be losing money there, Senator, unless you could 
determine that those shipside-delivery services had been available to 
the Government at this 8 cents of so-called cost that we have dis
cussed. I wonder if we could not give Mr. Johnson another oppor
tunity to try to clear that up~ 

Senator .McKELLAR. Before we do that I just want to say this: We 
examined Mr. Johnson and he, for reasons of his own, stated that the 
cost as shown by the Interstate Commerce Commission for delivering 
this cotton from the warehouse to the shipside was 8 cents. If that 
evidence was correct, the contractors will get 15 cents a bale for that 
service, and there is a 7 -cent spread there. That is more than the 
spread that you are talking about saving, 7 cents a bale on the same 
cotton, and you are going to save 4~ cents on part of it and 2 cents 
on the other part. 

Senator EruxnER. On the other hand, Senator 1\IcKellar, I know 
that insofar as the city of New Orleans is concerned-and that would 
include the State-owned warehouses and the independents in New 
Orleans-this shipside-serYice fee of 15 cents would not cover all the 
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cost. It costs them about 25 cents a bale to move it from the cars, or 
wherever it is, to the warehouses. And another thing that we must 
consider is that this cotton is shipped to a firm that has the advantages 
that you refer to, that is, these big steel cranes that are right on the 
water and the railroad. 

Senator McKELLAR. That is right. 
Senator ELLENDER. Of course, all that cost money in comparison to 

the other fellow over here who has not got it. 
Senator McKELLAR. But the estimated cost of those people who are 

running those machines is 8 cents a bale. How are you going to get 
around that testimony~ 

Senator ELLENDER. 'And here is something else. You must not for
get that this charge of 15 cents is made only once. The cotton may 
remain there for 5 years and the 15-cent charge is made but once, 
whereas the charge for storage is by the month, 12 months in the year, 
at so much a month, and over a period of 5 years, if you spread that 
7 cents that you speak of it will go down to a minimum. 

Senator McKELLAR. "'tell, it will not go down to a minimum, but it 
would reduce it slightly. 

Senator ELLENDER, But the thing is, though, Senator McKellar, in 
all justice to everybody concerned, it is not everybody that can have 
facilities like Mr. Clayton has. 

Senator McKELLAR. I imagine that they feel the same way, and for 
that reason it is the Government's duty to turn over all this cotton 
from the interior to them, so that they can use their facilities to their 
own adYantage. 

Senator ELLENDER. Well, I would not think that way about it. 
Senator McKELLAR. Well, maybe not, but it strikes me this way: 

Thnt, as Mr. Robbins clearly pointed out, this amount of 15 cents is 
.in the nature of an average charge. It may cost some of those other 
fellows 25 cents, or 18 cents, and maybe others 30 cents. 

Senator AIKEN. It would make a decided difference whether the 
cotton is drayed 200 vards or 3 miles. 

Senator E.LLENDER: Certainly. And all of those things must be 
taken into consideration, and I presume that the Department figured 
that a 15·cent rat~ was the average of the structure. 

Mr. RoBBINs. That was based, Senator McKellar, on· the lowest 
fee. that somebody spent for that particular service in any of the 
bids that might be submitted. 

Senator ELLENDER. Has anybody ever bid as low as 8 cents¥ 
Mr. RoBBINS. No, sir; 15 cents has been the lowest bid, as I 

understand it, on shipside delivery. 
Senator ELLENDER. And that is why you took that figure 15 cents~ 
Mr. RoBBINs. That is correct. 
Senator BANKHEAD. Gentlemen, there are two facts here that I 

haw not been able to get, and I wish somebody in the Department 
would see if they cannot get it for me. One is the amount of all 
tlw cotton in this country, that is, in warehouses-that is, all cotton 
exclush·e of what is in the mills. I just want the total in ware
hou~s in the ports and the interior. No one has been able to get 
me tho"e figures. 

~Ir. Ronni:ss. Well, Senator, we have the figures right h~>re for 
all Gon•rnment-ownE>d and Government-loan cotton but you want 
inchttled in that all prh·ately owned cotton~ ' 
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Senator BANKHEAD. All cotton in warehouses in the rnitecl 
States. 

Mr. Ronmxs. We shall be pleased to give you the best estimate
available on that. 

Senator BAXKHEAD. The next thing I have not been able to get 
satisfactorily is the port capacity. I hare got an estimate given me 
by Mr. Rathell for both the carrier and the ports. He was not 
certain about whether these estimates, as I nntlerstand it. were 
based upon compress cotton or flat cotton, or how much of each,. 
so I do not know whether these figures are correct or not. I think 
1\Ir. Rathell might tell us that. 

1\Ir. RATHELL. I am not certain about it, Senator. 
Senator BAXKHEAD. Those are two facts that I would like to have. 
~Jr. RATHELL. 1Y e can verify it. 
Senator BAXKHEAD. Suppose you verify it and phone it to me. 
Mr. RATHELL. I will do the best I can. The figures that we gave 

you were based on questionnaires that we sent to the warehouse 
people. 

Senator BANKHE.<\D. If you have got any way to verify it, I wish 
yon would do so. 

l\Ir. RATHELL. Our information is incomplete in that I haYe been 
unable to find anyone who has total capacity figures. 

St>nator BANKHEAD. Have you any questions that you would like 
to ask the witness, Senator Aiken? 

Senator AIKEN. Just two or three questions to clear up certain 
things in my own mind. 

Dr. Robbins, I believe vou st'ated that on J'llly 1, 1939, the Com
modity Credit Corporation took over from the R. F. C. 6,940,000 
bales of cotton. Is that what you testified? 

:Mr. RoBBINS, No; took title to that much cotton, which was 
under loan from 1934 and 1937. 

Senator AIKEN. You now have 6,200,000 bales; 7 40,000 bales have 
been clispost>d of since July 1, 1939. What have you clone with t~at? 

Mr. RoBBI~S. Nearly all of that was disposed of to the British 
Government under the cotton-rubber-exchange agreement. 

Senator AIKEN. You do not have the exact figures on that 1 
)Ir. Roam:ss. Yes, sir. 
Senator BANKHEAD. Has all that cotton been exported? 
1\Ir. RoBBINS. Slightly more than 600,000 of the total was delivered 

under the barter agreement. 
Senator BANKHEAD. That has been exported-removed from the 

warehouses 1 
:Mr. RoBBINS. 1\Iost of it has been shipped from the United States. 

Some of it for which shipping bottoms were not available is still here, 
but title has been vested in the British Government. 

Senator AIKEN. Would you give me that estimated figure again 1 
1\Ir. RoBBINS. Approximately 600,000 bales have been delivered to the 

British Gowrnment under the cotton-rubber-exchange agreement. 
St>nator BANKHE.m. Approximately how much of that 600,000 is still 

in warehouses in this country? 
)Ir. RcBBIXS. About 125,000. 
Senator BANKHEAD. That is all for export? 
Mr. RoBBINS. Yes, sir. 
Senator AIKL~. 'TI1at was done with the other 140,000 bales~ 
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l\Ir. RoBBINS. I believe you ha,·e left there only about 70,000 in your 
figures, ha,·e you not, Senatod 

Senator AiKEN. There was 740,000 difference between the amount 
you took over and the amount on hand. You say about 600,000 was 
traded to Britain. That leaves 140,000 to be accounted for. 

Mr. RonmNs. I would be glad to supply that information for the 
record. We do not have the data here, but the balance between the 
total decrease in Government ownership and the amount delivered to 
the British Govermnent is largely accounted for by an exchange pro
gram that was adopted when the~ was a shortage of. cottoi~ in the 
market. We made that cotton available to meet the deficiency, m order 
to maintain both export and domestic consumption of that cotton. 

Senator AIKEN. Have there been any losses of cotton to the Govern
ment from fire or other causes~ 

l\Ir. RoBBINS. Yes, sir; there l1ave been some fire losses, but they are 
covered by insurance. 

Senato1: AIKEN. Do you know the amount that has been lost by 
fire? 

Mr. RoBBINS. wre would be pleased to supply the exact number of 
bales for the record. • 

Senator AIKEN. If you can do that, I would lire to have it, or losses 
fmm any other causes. Are there other losses 1 

l\1r. RoBBINS. Such losses have been negligible. For what period 
·would you like us to make that calculation to include in the record
for the. past year or for the entire life of the Corporation? 

Senator AIKEN. That is for 2 years. 
Mr. RoBBINs. We will be pleased to do that, Senator. 
Senator AIKEN. I am asking this because it was brought out hete, 

-either in the formal hearing or informally, that contracts had been 
.at times rather easily secured; and it was intimated that some had 
got contrncts for storing cotton before they had any boards to build 
a roof m·er the cotton. I was wondering if you know anything about 
any ,-,uch instance. 

l\Ir. Romn~s. Well, reference might have been made to situations 
which developed in certain localities from time to time. For instance, 
last fall thert> was a period when the warehouses in west Texas could 
not accommodate the volume of cotton that had been delivered to them 
by farmers, and a substantial quantity at one time-70,000 bales of 
cotton-was standing out in the open. 

~enator AIKEN. What method does the Department use in keeping 
track of this cotton in i1wentorying and seeing that it is kept under 
proper conditions~ 

Mr. Rnnm~s. Well, in the first plnce. of course. complete and de
tailed records. are kept for the cotton. That is done on a punch-card 
Bystem_: _and, m tl~e ~ond place, the Department employs inspectors 
who ns1t the n1.r1ous warehouses from time to time to check on th~ 
amount of cotton in storage and its condition. 

~en a tor .\IKE'S'. About how often do they make these inspections! 
~fr. R~mm~s .. There has be.en such a wide variation in the periods 

hetwem mspect10n that I hesitate to ''enture a guess as to an aYeraue 
llU~lhi:'r, a month interYenin~ between visits by OUr inspectors.. eo 

Si:'nntor .\TKEX. Do you recall whether the number of b:1Jes found 
alway~ corresponds to the number that you expected to find, or the 
r('('ords! 
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l\fr. RonBINS. There is very little difficulty encountered by the Gov
Prnment from disappearance of cotton, and, of course, the warP-house 
is under bond, which protects the Government against any loss in 
such instances. 

Senator AIKEN, I understand that after the Department of Agricul
ture took the cotton-loan program over, you then required separate 
loans to be made on each grade of cotton that a farmer delivered to the 
warehouse. Is that correct, that the different grades could not be 
lumped 1 . 

1\fr. RoBBIKS. Yes, sir; the loan rates as made effective took into 
account differences between irrigated and rain-grown cotton, differ
ences in grade, differencesin staple length, and differences in location. 

Senator Am.EN. What was the reason for that method 1 
Mr. RoBBINS. In order, Senator Aiken, to develop a schedule of loan 

rates that would be equitable to aU fArmers, by giving each the same 
percentage of the actual value of the cotton placed under loan. 

Senator AIKEN. Now, you have stored 300,000 bales in New Eng
land. 

Senator BANKHEAD. Mr. Martin in the House offered an amendment 
requiring them to do that. 

Senator AIKEN. Was the amount of 300,000 bales specified by law~ 
Senator BANKHEAD. Yes; that is my recollection, that 300,000 bales 

were specified in the Martin amendment. 
Mr. RoBBINS. Three hundred thousand bales, Senator Bankhead, is 

referred to in the law, but not as a minimum or the amount to be stored, 
but it says "up to 300,000." Now, it seems that the intent of Congress 
was that we should store 300,000 there, so bids were solicited for stor
age of that quantity of cotton, and we have been able to move already 
into New England storage approximat€ly 277,000 bales. 

Senator AIKEN. Do you have the record of where that cotton is 
stored and with whom? 

.Mr. RoBBINS. We would be glad to insert in the record the names of 
the warehouses concerned, and their locations. ~ 

Senator AIKEN. And has that been moving out of storage after it 
reached New England? 

Mr. RoBBINS. No, sir; none of that cotton has been moved. 
Senator AIKEN. What is the purpose of storing it up there? 
Senator BANKHEAD. That is the law. 
Senator AIKEN. Well, I will not ask you to interpret the intent of 

the law. 
Senator BANKHEAD. As long as the law requires it, that is all he 

could answer. 
Senator ELLENDER. They had a lot of empty warehouses up there, I 

suppose and they wanted to get in some cotton. 
Senator AIKEN. I suppose that had something to do with it. 
Senator ELLENDER. I know it had. 
Senator BANKHEAD. We did not resist it. They said "Give us some 

of that cotton," and we did not resist. 
Senator AIKEN. They did not want you to get all of it. 
Senator BAKKHEAD. Yes; and we agreed. There was no fight 

nboutit. 
Senator ELLEND~. I wonder if you could also include the rate that 

th£~ GoYernment is paying per month, or whatever contract you hare 
with those warehouses l 
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Mr. Ronmxs.' Yes. sir. The low rate is 7 cents per bale per month, 
and the hiuhest rate 'in New England is 8 cents per bale per month. 

Senator AIKEN. You haYe not heard any complaint from those stor
in!I it in New Encrland but what they are getting by all right~ · . 

Mr. RoBBINS. 'Ve have had inquiries indicating that they would hke 
additional quantities, Senator. . . . . 

Senator B.\NKHEAD. They must JUSt put 1t m there and keep 1t there 
to !IiYe it shelter) like the ports down here. 

Mr. RoBBINS. Yes, sir. . . 
Senator AIKEX. You would not be surprised if you learned that they 

had made 75 cents on the dollar the first year on the cost of the .\Yare-
house, would you~ · . . · 

Mr. RoBBINs. We have been very much aware that some extraordi
nnrily large profits have been made on the storage of cotton, and I 
think yon will find that this is merely another effort to keep those rates 
down somewhere near a reasonable level. 

Senator AIKEN. One witness a week or so ago, I think it was, stated 
that the interior warehousemen could not raise their prices above a 
certain level, because if they did the Government would either con-
1\ltruct warehouses or there would be cooperative warehouses built. 

Senator BANKHEAD. You say there are no Government-owned ware-
how~es, Federa 1 Government -owned warehouses storing cotton now f 

Mr. RoBBINS. Thnt is correct, Senator. 
Senator AIKEN. Are there any cooperatively owned warehouses~ 
Mr. RoBBINs. There are a few, yes, sir; owned by farmer coopera-

tive associations. 
Senator AIKEN. Where are they located? 
Mr. RoBBINS. We would be glad to put in the record a statement 

on the wnrehouses, all the warehouses owned by cooperatives, and 
their locations, if you would like to have that. 

St>nator AIKEN. Are you storing any cotton with them~ 
Mr. RoBBINs. Yes, sir. 
Senator AIKEN. And do you know what the financial records of 

those' cooperatives have been~ Have they been getting by, making a 
profit? 

Mr. RoBBINS. We ha\'e not made an inwstigation to determine 
what profit the cooperatively operated warehouses may have made 
on cotton. 

Senntor AIKEN. Have you any record showing the cost of storing 
eotton, say, 10,000 bales or 50,000 bales in a facility, so that you 
know what an operator would have to get to make a reasonable 
profit~ 

~Ir. Ronm:xs. Senntor, estimates have been made, but we are back 
a!Iain to the word ''cost.'' Thnt is the most debatable thing. Let 
me !Ii''e an illustration of the difficulty of setting rates on the so
ealled "cost'' of rendering the sen·ice. 

~ost is not a fixed, definite, and absolute thing that can be deter
mu~ed readily. I~s ,determination involws the making. of many 
~rbJtrtu·y .assumptiOns by those who make the computations. For 
m~a~we. m the case of a warehouse. one of the principal items of 
t•ost 1s dt>}ll'N•iation on the warehouse itself. Now, in order to cal
t•nlnte tht> depr~iation it is n~essary to set up a basis of valuation of 

·the w~H"('hou"t•, and you would ha,·e to choose between some ori!rlnal 
total l''):4. orig-inal t'OH less depr~iation, a market value fo; the 
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property, or, say, an estimated cost of reproduction. Then, after 
ti1at has been clone, an a.rbitrary estimate would have to be made as 
to the life of the property. Then, having done that, it would be 
necessary to make an arbitrary selection of the method of computing 
depreciation. Would it be the straight -line method·? Would it be 
the use method? Would it be the sinking-fund method ? And then. 
having done that and found some arbitrary method for depreciation; 
you would have to consider overhead and what is the cost of over
head. Of course, that includes some items like personal salaries, 
that are just about what the warehouseman would like to make them, 
and .then having computed some arbitrary cost for different ware
l10uses·, you find quite a variation, and in order to find an average 
eost. you have to decide arbitrarily between what kind of average. 
1Vould it be an arithmetic mean or weighted average or median or 
geometric mean? Just what would you do? And then after you 
get aU through and d~eide that this is the average cost on the part 
of all those arbitrary decisions, you are up against this: Somebody 
says, "I would like to perform that service for the Government. and 
I will do it at less than that average that you have found, and I will 
make money out of it." Well, Congress has faced that problem, as 
we have faced it, and in effect Congress has said, by adopting section 
.3709 of the Revised Statutes, that it is nearly impossible to deter
mine what is a fair rate for such a service, and that you shall act 
on the basis of whatever rates are made available through soliciting 
hids. 

Senator AIKEN. Just one more question. Does the Department in
tend, or would it be its policy to use the bid system as a medium for 
securing storage at. less than cost, or does that require a complicated 
.or qualified answer, too? 

Mr. RoBBINS. I am confident, Senator Aiken, that you would find it 
1b the desire of the Department to see these services rendered at some 
price that would give a fair profit to the warehouseman and 'would 
constitute a fair rate. There would be no desire to use competitive 
pressure to an extreme and force rate~ down to the point that many 
persons were losing money. On the other hand, there is a desire to 
be less free, to protect farmers and taxpayers against excessive monop
oly charges that are likely to result whenever there are legal prohi
bitions based on the power of the Government to move its cotton. 

Senator AIKEN. And, realizing that there are at least 2,000 small 
warehouses in the Southeast, especially, storing from 500 to 5,000 bales 
each, that are of vital importance to the community, it would not be 
your intention to do anything that would possibly eliminate the 
services of those warehouses to the community, would it? 

Mr. RoBBINS. No, indeed, Senator Aiken. As a matter of fact, ac
ceptance of the bids will have very little effect on any of the small 
warehouses that you refer to in the Southeast. 

Senator AIKEN. Will you furnish for the reeord an accounting for 
that 790,000 bales difference between what you received or took title to, 
and what you have at the present time, and also a list of the disposi
tions1 

Mr. RoBINS. We shall be pleased, Senator Aiken, to supply all that 
information for the record. 

Senator BaNKHEAD. Have you any questions, Senator Ellender? 
Senator ELLENDER. Just a few. I am not going to ask very many. 
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Dr. Robbins, ~·ou will give us an estimate, as I understand it, of all 
the storage facilities that we call the inland warehouses! 

Mr. RoBBINs. Well, Senator, we are going to try to make that up, 
hut let me tell you what we are up against. The only information 
we have is that derived from the questionnaire that we sent out, ask
ing individual warehousemen to give us their storage capacity as they 
rated it, and also the amount of cotton in storage. 

Senator ElLENDER. That will be fairly accurate; will it not t 
Mr. RoBBINs. I am sorry to say that it will not, because we found in 

~;orne instances the warehouseman may have thought that the Govern
Jnent was contemplating taking away some of his cotton because he
was overcrowded, and they gave us a bale-storage capacity waich we· 
figured out from the volume of the plant was as much as 250 percent: 
in excess of what they could have handled. 

Senator ELLENDER. Well, we have some figures in the record already; 
and, if you will, furnish what you can in order to show the warehousing 
that is denoted as port warehousinl! and interior warehousing. 

Mr. RoBBINS. We would be pleased to do that. 
Senator ELLENDER. And No.2 give us an estimate of all of the cot

ton that is now in this country, stot·ed in these various warehouses. 
Mr. RoBBINS. Y t>S, sir. That is alrt>ady submitted for the record, 

the full details on the Government stock, and we will add to that our 
estimates of the privately owned stocks. 

Senator ELLE!I.'l>ER. And also an estimate of where that cotton is 
locatf·d at pres!'nt; that is. show the amount that is at the port and 
the amount that is in the interior. 

Mr. RoBBINS. We will be pleased to do so. 
Senator ELLENDER. One more question, Doctor. There has been 

quite a bit of testimony introduced here with respect to the effect of 
removing the cotton from the interior, which forms that backlog that 
Senator McKellar :;poke about. If it is removed, it would have a 
tendency to force the interior warehoust>man to raise his storage rate, 
and if he has to, of cour~e, the farmers will have to bear the brunt 
of ttat increast>d priee. Have you made a study of that so as to tell 
the committee if that will be necessary¥ In other words, I would 
like to have it more specifically. You referred to it in your main 
presentation, but it was more argumentative than anvthing else. It 
was ju,o:;t a statement, and I would like for you to elaborate on that 
just. a little. In other words, it has b!'en testified here by man:v wit
nesses that in charging the farmers a flat 15-cent rate in order to 
store the cotton and handlE' it for the first month. and then thereafter 
charge the 12% cents a halt'. that they have reached the saturation 
point; they cannot do it any cheaper than that. 

Mr. IWBBINS. Was there any t>vidence at all placed in the record 
about the earnings that remained~ 

Senator ELLENDER. Smnt>. There is quite a bit of evidence on that 
score, but I remember several witne"."('S testifying to the effect-some 
of th!'m were warehousemen-that this 15-cent charge that was made 
by them! and that was in a measure forced upon them, is about as low 
!lS they can charge, and at the same time get a fair return on their 
mvestnwnt. 

Mr. RoBBINs. Well, Senator, it is not unusual that such statements 
would appear in the record~ because when we brought about a reduc-

29{212-tl-27 
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tion to that 15-cent charge from the 25-cent charge for the same 
service that was in eff~ct a year and a hal£ ago, many delegations of 
warehouse representatives came here and appeared in the hearings 
down before the Depa~ment and .as~rted that "We face bankruptcy," 
and all that sort of thmg. But It d1d not happen, and we certainly 
do not believe that the movement of a small quantity of cotton out of 
n few interior points, which will make more space available in that 
:market, increase the supply of storage made available to farmers for 
the storage of cotton, will result in increasing the price of stora~e. 

Senator ELLENDER. In connection with the argument advanced oy 
those who stated that the 15-cent rate is just about as low as it can be, 
they lake the position that this Government-loan cotton, as well as 
cotton that is usually stored there by the trade, remains in storage for 
an average of about 90 days, or some put it as much as 120 days. 
Have you any figures to give to the committee as to the average time 
that this Government-loan cotton has remained with the warehouse
men! 

Mr. RoBBINS. Yes, sir; we can giveyou some data on that.· [was 
present at the sessions, Senator Ellender, and I was surprised at_ the 
<effort made to compare entirely unlike operations; that is, the storage 
of privately owned stocks of cotton over a period of 60, 90, or 120 days, 
which is an entirely different service from that rendered typically in 
the storage of Government-loan cotton. For instance, the 1934 cotton 
remains still, in large part, in the loan, so that jnstead of the period 
having- been 90 days, it has been more than 6 years. . · 

In the case o£ the 1937 cotton, a great deal of that is still in the 
loan. 

Senator ELLE:r.."DER .. you. mean that tlle farmer has? 
Mr. RoBBINs. No; it is loan cotton. The farmer no longer has title 

to it. 
Now, in tl1e case of 1938 cotton, in which the farmer still has the 

right of redemption, the average period up to now that that has 
remained in tbe loan has been 20% months. 

Senator .ELLENDER. Per bale~ Each bale has averaged about that 
time1 

.Mr. RcmniNS. That is the average for the 1937 crop cotton. Now, 
·some of the testimony that I heard placed in the record on that was 
.quite inaccurate. 

Senator ELLENDER. Are you prepared to show by figures that the 
.rotton on which the Government loaned money, let us say, for 1938, 
1939, and up to the present time, has remained with the warehouseman 
-on an average of more than 90 days or 120 days, as has been testified 
io bv many witnesses? 

~ir. RomnNs. Yes, sir. 
Senator ELLENDER. Are you able to give us what the average is for 

the cotton in all of these various loans~ 
Mr. RoBmNs. We cannot ~ive the final figures, because the cotton 

bas not been withdrawn, and the final time has not terminated. 
Senator ELLENDER. Up to date, then? 
Mr. RoBBINS. I would be glad to give you now this information. 

For the 1938 loan cotton the average time remaining in storage, up tiJ 
.J antHirY 31, 1941, was 20.5 months; 2,010,000 bales, or 45 percent of the 
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4,482,000 bales which went in the loan, still remains in the loan as of 
January 31, 1941. 

If we take only the first year's storage up to July 1, 1939~ the 
average time that cotton remained in storage was 9 months. For the 
1939 loan cotton, which amounted to only 26,000 bales, the average 
lenuth of time cotton remained in the loan, up to January 31, 1941, 
wa: 10.9 months, 20,630 bales, or 79 percent. Twenty-six thousand 
bales which went in the loan still remain in the loan on January 31, 
1941. . 

Senator AIKEN. Then the average length of time may turn out to 
be nearer 3 years than 3 months~ 

Mr. RoBBINs. Oh, yes. And even on the very newest crop cotton, 
some of which is still under the: loan, that is, 1940 crop cotton, the 
average time is already more than 90 days. 

Senator AIKEN. Do you think the producer knows pretty well 
whether he is going to move that cotton or is not, and if he is, if 
he does not go through the loan, perhaps 90 days would be the average 
length of time of cotton that does not go through the loan 1 

.Mr. RoBBINs. We do not have any information on cotton that does. 
not come under the loan, Senator Aiken. 

Senator. AIKEN. But that would be a far shorter period of time that 
it would remain in storage. · . 

Mr. RoBBINS. Most certainly it would, Senator. . 
Senator ELLENDER. Mr. Reed has handed to me a part of the record 

of this proceeding, where I am quoted as saying: 
Mr. Reed, with respect to the point I attempted to develop a few minutes ago, 

prior to the time that the Government had this enormous surplus of cotton to 
handle, usually the warehouse had kept the cotton on hand from 2 to 3 months? 

Mr. REED. The average was 3 months. That was found to be the fact. 

.Mr. REED. That was not the Government loan, and here is my answer 
to your question, and the Government-loan answer was not 90 days. 
As I told you on page 287, the only test we had made was in 1939, of 
101f2 n1onths on that year's crop, which corresponds with what he JUSt 
said. . 

Senator ELLENDER. Now, Mr. Reed, that may be your testimony, but 
I recollect this statement distinctly, and it is in the record somewhere; 
and if I am wrong, I want to correct it now. I do not want te misquote 
anything. 

Mr. REED. There is no place in the record, Senator where any wit
ness said the Government-loan cotton was only on hand for 90 days
no place. Mr. Taylor's testimony related to 60 and 90 days on other 
than Government-loan cotton. That is the only one I know of, and 
I have already abstracted this record. 

SC'nator ELLENDER. So that the questions that I have suggested here 
to Mr. Robbins are incorrect in respect to the 90 days~ 

Mr. REED. Yes, sir. We only undertook to say that the producer's 
cotton, where he marketed his cotton, would be 90 days; that his hold
ing time was approximately 90 days. X ow, the Government-loan cot
ton we said was the thing- that enabled us to give him the rate of 45 
ct>nts for that 90 days, winch enabled us to market his cotton. 

Sen a tor ELLE!~."DER. You mean the Go¥ernment -owned cotton¥ 
Mr. REED. And loan cotton, both. 
Senator ElLENDER. Both together¥ 
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Mr. REED. Yes, sir. 
Senator ELLENDER. Well, I did not understand it that way, and I am 

going to look up the record for my own satisfaction. 
Mr. REED. I have abstracted it, if you would like to see it. You 

developed that yourself, Senator. Your questions brought that out. 
Senator ELLENDER. Well, .that is the thing that I desired to explore 

there. 
Senator AIKEN. I would like to amend my request for the statement. 

of losses sustained to 3 years rather than 2 years. 
Mr. RoBBINS. We will be pleased to do that. 
Senator McKELLAR. May I include the losses on the freight, where-

the rates on storage in transit have been lost~ . 
Senator ELLENDER. The data that you have just given us with re

spect to the cotton on which the Government loaned money, shows an 
average of 20 months, as I understand it. 

Mr. RoBBINS. Already for 20% months-that is shown already for 
the 1938 crop cotton. : · 

Senator ELLENDER. That is not the cotton that the Government owns 
now. It is just the 1938-39-40 crop? 

Mr. RoBBINS. That is correct. Those crops are subject to redemp-
tion on certificates by the producers. ,, · 

Senator ELLENDER. Mr. Robbins, do you recollect what the rates 
for the farmers were before the Government came into the picture, 
for the farmers, the producers,. the owners of the cotton~ In other 
words, the point I want to bring out, or the fact that I want to bring 
out, is to what extent has the Government reduced storage rates up 
to this time~ · . 

Mr. RoBBINs. I doubt, Senator Ellender, that a comparison between 
the rates in effect before the institution of Government-loan programs 
on cotton and the rates now in effect on Government-loan and Gov
ernment-owned cotton would be very significant, because it would be 
a comparison of unlike things. This large stock of Government cot
ton remains under loan so much longer than is or has been the t;vpical 
case for privately owned cotton, that a comparison would have very 
little value. . 

Senator ELLENDER. Well, you attribute the lower rates, then, to the 
fact that you have this immobile cotton on hand1 that is, that the 
warehousemen have this immobile cotton on hand I 

Mr. RoBBINS. I should say that the present rates can probably be 
explained by two principal factors. One is that there is a large stock 
of cotton that remains in storage for a very long period of time. The 
second is that the Government being the owner of a large amount of 
cotton, and still not being under any legal restrictions as to its move
ment, is in a. position to employ competitive quarters in the storage 
of cotton that tends to keep storage rates down to something like a 
reasonable level. 

Senator ELLENDER. The next question I desire to ask you is: If 
that is the factor, the enormous amount of Government cotton being 
stored, I am just wondering what is going to become of these interior 
warehousemen who are going to lose-who may lose the cotton by you 
moving it~ It strikes me that they will have to do one of two things, 
either go out of business or they will have to raise their rates. I d0o 
not see how they can escape that. 
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Mr. RoBBINS. No, Senator Ellender; there has been, I think, vast 
-exaggeration in the record of the actual circumstances. As a matter 
of fact probably the total movement of cotton that would occur upon 
accept~nce of these bids would be less than 20 percent of the ~tal 
.quantity owned and under loan to the Government at the present bme; 
moreover, no showing has been made by way of a. summary of income 
.and profit to indicate that this movement would cause any loss any
where. And finally, it may be pointed out that if a free play of 
competition can be kept in the cotton storage situation, then the fact 
that a little more space has been made available for farmers, the fact 
that the supply of space has been increased should tend to prevent an 
increase in rates, and rather tend to keep rates lower. 

Senator ELLENDER. One more question and I am through. You have 
apparently-when I say "you" I mean the Commodity Credit Cor
poration-has apparently su~ed in getting rates decreased con
siderably to what they were in the past, I presume by contracts entered 
into mutually. Why can you not follow the same procedure in the 
future, since under the law, as pointed out here, you do not have 
to advertise, .and why do you not keep on the same procedure and 
try to maintain these lower rates as you have decreased them in the 
pastY Is it possible that you can continue along the same lines as 
you have heretofore followed¥ 

Mr. RoBBINS. Well, Senator Ellender, the record up to date is that 
.one reduction in rates was made by what you might call a "negotia
tion'' process, and two other reductions in rates have been brought 
about through solicitations for bids prior to the solicitation which 
has been discussed here today. 

Senator ELLENDER. When you decreased your rates from, say, 25 
cents or whatever the rate was to the present rate, did you not go 
from one warehouseman to another and say: "I can get it done by this 
warehouseman at so much. What will you do about it~" Did you 
go about it that way. ;,· 

Mr. RoBBINs. We had long conferences with the warehouses before 
that action was.taken, I would like to emphasize, by the Department 
of Agriculture and not just by one of its bureaus, the Commodity 
Credit Corporation, and finally an announcement was made by the 
Department that the rates would be on new-cro_p cotton 15 cents per 
bale per month, including insurance or the tariff, whichever was less. 
'l'hen we solicited competitive bids from both interior and port con
<!entration points for the storage of any cotton which any warehouse
man mij:tht not be willing to store at this maximum rate that we had 
fixed .. Briefly, it took the combined arrangement to bring about the 
reductwn. 

Senator ELLENDER. You mean biding and this negotiated contract f 
Mr. RoBBINS. Yes, sir. 
Senator McKEIW. Will you give the average length of time that 

the producer's loan cotton which has been repossessed was stored¥ 
~ do not suppose you have that. I would be glad if you would put it 
tn the record. 

Mr. RoBBINS. We will be pleased to do that, Senator McKellar. 
S~nator McKELI..AR. I have here a letter from Mr. Bennett, vice 

pres1dent. of th~ Federal Compress & ~ arehouse Co., dated February 
10, 1941, m whtch he encloses two cop1es of their answers to the com-
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plaint filed against his company by the Federal Trade Commission, 
also their amended complaint. I want to put these in the record. · 

(The papers referred to follow:) . 
FEDERAL CoMPRESs & W AitEHousE Co., 

Memphis, Tenn., Febrt~ary 10, 1941. 
Senator K. D. McKELLAR, 

&mate 01fi.ce Build.ing, Washington, D. 0. 
DUB SENATOR: As per telegram today, we herewith enclose two copies each 

of our answers to the complaint filed against us by the Federal Trade Commis
sion, as well as their amended complaint. Mr. Taylor is very anxious to have 
them placed in the record, since John White placed therein copy of the Federal 
Trade Commission complaint in the record. The extra copy is for your files. 

At the beginning of the proposed compromise Mr. Robbins furnished a state
ment showing number of bales on hand in Government owned and Government 
loan. in which the farmer still has an equity with the exception of the present 
season, 1940-41, the statement showing number of sales on hand in each State 
separated by ports and interior. We thought you should have this as the 
latest information, and herewith enclose two copies of same. 
· You will remember there were 300,000 biles to be reconcentrated into New 
England. On this statement it is to be noted that out of this figure there has 
already been moved and stored in Massachusetts 102,621, and Rhode Island 
13,824, or a total of 116,445 bales. 

As information, the 300,000 bales were divided : 

Mississippi Valley------~------------------------------- 252, 490 
Southwest --------------------------------------------- 44, 360 
Ports----------------------------------·--------------- 3,150 

TotaL ____________________ _: ___________________________ 300,000 

Shipments from the ports are divided as follows: 

Gulfport, Miss--·--------------------------------------.-- 500 
New Orleans, La-----------~---------------------------~ 1, !l60 

. Lake Charles, La--------------------------------------- 100 
Galveston, Tex ----------------------------------------- . 300 
Houston, TeX------------------------------------------- 300 

TotaL------------------------------------------------ 3, 150 
With tbe above 3,150 bales shipped from the ports would leave from the Missis

sippi Valley and Southwest 296,850 bales. Deducting from this figure the ~assa
chusetts and Rhode Island cotton of 116,445 bales would leave 180,405 bales of 
this cotton yet to be shipped and will come out of the interior figures of the 
Mississippi Valley and Southwest (by far the largest majority out of the Missis
sippi Valley) as shown on the enclosed statement 

We call your particular attention to the large amount out of the Mississippi 
Valley and the small amount out of all the ports. Out of the Mississippi Valley 
figure there were 60,000 bales shipped from Memphis. 

With best wishes. 
Respectfully, 

ALoNZO BENm11'1', 
Yice President. 

In the Matter of Federal Compr~s & Warehouse Company, a corporation; Valley 
Gin Company, now Valley Credit Company, a corporation; Mississippi Valley 
Gin CQmpanr, a corporation; Tensas Parish Gin Company, a corporation; Madi
son Parish Gin Company, Inc.; R. L. Taylor, individually and as Chairman of 
the Board of Directors of Federal Compress & Warehouse Company; Binford 
Hester, individually and as President of Federal Compress & Warehouse Com
pany; E. F. Wade, individually and as Vice President of Federal Compress & 
Warehouse Company; Winston E. Cheairs, individually and as Vice President 
of Federal Compress & Warehouse Company; W. Dennis Brown, an individual~· 
and Fred Schneider, an individual. Docket No. 4090. United States of America 
before Federal Trade Commission 
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ANSWER OF CERTAIN DEFENDANTS 

fJome now the respondents, Federal Compress & Warehouse Company, a cor
poration; Valley Gin Company, a corporation; Mississippi Valley Gin Company, 
a corporation ; Tensas Parish Gin Company, a corporation; Madison Parish Gin 
Company, Inc.; R. L. Taylor, individually and as Chairman of the Board of 
Directors of Federal Compress & Warehouse Company; Binford Hester, in
dividually and as President of Federal Compress & Warehouse ())mpany; E. F. 1 
Wade, individually and as Vice President of Federal Compress & Warehouse 
Company; and Winston E. Cheairs, individually and as Vice President of Fed
eral Compress & Warehouse Company, and for joint and several answer to the 
complaint filed herein against them, say : 

The Federal Trade Commission does not have jurisdiction of the matters and 
things set forth in said complaint, beeause (a) none of these respondents are 
engag(11] in interstate commerce; (b) the acts, matters, and things set forth in 
~;~~id complaint do not affect or have any direct relation to interstate commerce; 
(c) the acts, matters, and things set forth tn said complaint are not to the in
teJ•est of the public; and, therefore, !'laid acts, matt.,rs, and things set forth in 
said complaint do not constitute a violation of the F(11]eral Trade Commission 
Act. 

The FedPral Compress & War.,hou11e Company admits that lt is a corporation 
orgAnized and existing under the laws of the State of Delaware, with its prin
cipal office and place of business located at 81 Monroe Avenue in the City of 
1\Iempbis, TennesS(>(>, and admits that it is engaged in the busin~_>ss of compress
ing and storing cotton, but deniE>s that it is engaged in tht> sale of jute or bm·lap 
bagging and steel bands or ties for use in compressing cotton, or otherwise. 

It admits that it owns and operates eighty compress plants located in the 
Stotes of Arkansas, Louisiana, Tennessee, Mississippi, and Texas, but denies: 
that through the means of subsidiary corporations owned or controlled by it. 
dirE>ctly or indirectly through the r~_>spondent, R. L. Taylor, it is also engaged 
in the business of ginning cotton in the States of Mississippi, Louisiana, and 
Arkansas. 

The Federal Compress & Warehouse Company denies that it causes tbe eotton 
compressed by it or any jute or burlap bagging and steel bands or ties to be 
transported from the States in which the respective compress plants are locatec:l 
to the purchasers therrof locatrd at various points in the several States of the 
United Stat._,s other than the States of the origin of such shipments and in for
ei~n countl'ies. It denies that there has been, and now is, a course of interstate 
and foreign commerce in said jute or burlap bagging and steel bands or ties 
betweep it and the purchasers of· any suck products located throughout tbe 
seve1·ar States of the United States and in foreign countries. 

The Fede1·al Co~press & Warehouse Company admits that it has been in com· 
petition with oth._,r corporations, partnerships, and individuals engaged in the 
compressing and stortng of cotton, but denies that it has been and now is in 
compe-tition with anyone in the sale of jute or burlap bagging and steel bands 
or ties used in connection therewith in interstate and foreign commerce, or 
othPrwise. 

The corporate status and residence of the respondents is admitted as alleged 
in Paragraph Tv;ro of the complaint, except that Valley &in Company is now, by 
change of name, Valley Credit Company. 

The r~_>spondPnts named in Paragraph Two of the complaint are engaged in the 
ginning of cotton and the operation of cotton gins, aud the Valley Gin Company 
i::; engaged in th._, financing of cotton gins and the issuing of cotton-production loans. 
The allegation that all of the respondent cotton gins named in Paragraph Two of' 
the complaint IU'£> owned or controlled by the Federal Compr('Ss & Warehouse 
Company, either directly or indirectly through the respondent, R. L. Taylor, is 
dt>niNl. 

The residence and offidal capacity of each of the individual defendants as al· 
l~~t'll in Para~raph Three of the complaint is admitt(11]. 

It is atlmittt>d that in the course of th._, production and marketing of cotton from 
the plnntPr to tht> ultimate user th.,reof, cotton, after it is picked, is transported 
to a <"Otton gin to br ginnoo, and that the seed is sPparated from the cotton at 
the gin, but said t•otton is not looSPlY packed into bales but is tightly packed 
and.wrappt'd with jute or burlap bagging, held in pla(-e by means of steel bands 
or ttt>S. Muth of the cotton so ginned is transported to compress plants for the 
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purpose of compressing it into a tightly packed bale of smaller size. The allega
tion that compression of cotton is for the purpose of adding additional bagging 
and ties or bands is denied, and it is denied that the compression of cotton and the 
n.dding thereto of additional bagging and ties is a necessary step in the transpor· 
tation in interstate commerce of cotton from the planter to the ultimate user 
thereof. · 
• Each and every allegation contained in Paragraph Five of the complaint is 

emphatically denied by each respondent joining in the answer. · 
• Each and every allegation contained in Paragraph Six and every subparagraph 
thereof is emphatically denied by each of the respondents joining in ·this answer. 

It is admitted that R. L. Taylor, Binford Hester, E. F. Wade, and Winston E. 
Cheairs are now and have been officers of the respondent, Federal Compress & 
Warehouse Company, and as such officers have been in charge of the activities 
of the Federal Compress & Warehouse Company together with other officers 
and Directors of said Company, but it is denied that they have participated 
in the activities set out in Paragraph Six of the complaint. 

All of the allegations contained in Paragraph Eight ·of the complaint are 
denied. 

All of the allegations contained in Paragraph Nine of the complaint are 
denied. 

Further answering, these reSPondents aver that the ruattet·s, acts, and things 
alleged in the complaint are not to the interest of the public, and do not come 
within the· purview of the Federal Trade · Commission Act ; that they are 
informed and believe, and therefore aver upon such information and belief, 
that complaint was made to the Federal Trade Commission, and was made by 
or on behalf of a vindictive competitor, and that the Information furnished to 
the Commission in support of said complaint was furnished by or on behalf 
of said vindictive competitor, not in the interest of the public, but solely for 
selfish purposes and to gratify his own . selfish. and vindictive purposes, and 
thaf the entire matter grows out of a local competitive situation in which 
said competitor has resorted to unfair methods of competition, by reason of 
all of which it is avered that the Federal Trade Commission should not take 
jurisdiction over said controversy. · 

Respondents aver that there is no reason or cause whatsoever why an 
order should be entered by the Commission requiring them or any of them 
to cease and desist from the matters and things alleged in said complaint. 

All allegations contained in said complaint, not hereinabove expressly ad· 
mitted or denied, are here and now denied seriatim. 

And now having fully answered, these respondents pray that the complaint 
filed herein against them and the entire proceeding in this cause against them 
be dismissed. r 
• Respectfully submitted. 

HERB~'RT GANNAWAY, 
LowELL W. TAYLOR, 

Attorneys tor Respondents. 

In the Matter of Federal Compress & Warehouse Company et al. Docket No. 4090. 
United States of America before Federal Trade Commission 

ANSWER OF CERTAIN DEFENDANTS 

Come now the respondents, Federal Compress & Warehouse Company, a corpo
ration, Valley Credit Company, a corporation, l\fississippi Valley Gin Company, 
a corporation, Tensas Parish .G'in Company, a corporation, Madison Parish Gin 
Company, Inc., R. L. Taylor, individually and as Chairman of the Board of 
Directors of Federal Compress & Warehouse Company, Binford Hester, indi· 
vidually and as President of Federal Compress & Warehouse Company, E. F. 
Wade, individually and as Vice President of Federal Compress & Warehouse Com· 
pany, and Winston E. Cheairs, individually and as Vice President of Federal 
Compress & Warehouse Company, and, without waiving the motion to strike 
heretofore filed, but expressly relying thereon, for joint and several answers to 
the Amended Complaint filed herein against them, say: 

They rely upon each and everything contained in the answer filed herein by 
them to the original complaint as fully as if each and every statement and denial 
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contained therein were set forth verbatim in this answer. And they rely upon 
the answers and denials contained in said answer as a full and complete answer 
to all of the allegations contained in the original complaint which have been 
reiterated in the Amended Complaint. 

And now by way of answer to the additional allegations contained in said 
Amended Complaint, they say : 

They deny that the Federal Compress & Warehouse Company through th~ 
means of subsidiary corporations, owned or controlled by it either directly 
or indirectly through the respondent R. L. Taylor, is engaged in making crop 
production loans to cotton planters as alleged in paragraph one of the Amended 
Complaint 

The Valley Oredit Company admits that it is engaged in the financing of. 
cotton gins to the extent that it extends credit and makes loans to those 
operating cotton gins, and admits that it ts engaged in the negotiating and 
making of crop production loans. • 

The allegation contained in paragraph two of the original complaint and 
()f the Amended Complaint that all of the respondents named and described 
in those paragraphs are owned or controlled by the Federal Compress & 
Warehouse Company, either directly or indirectly through R. L. Taylor, is 
(lenied. 

All of the allegations contained in sub-paragraph nine or paragraph seven 
of the Amended Complaint are denied. 

All of the allegations contained in paragraph eight of the .Amended Com· 
plaint are denied. 

All allegations contained in said Amended Complaint not expressly admitted 
or denied in the original answer or in this answer, are here and now denied 
seriatim. . 

And now having fully answered, these respondents pray that the original 
and Amended Complaint filed herein against them, and that the entire pro
ceedings in this cause filed herein against them, be dismissed. 

Respectfully submitted. 
----, 
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Senator ELLEND:m (presiding). 'The committee will stand ad
journed until 10 o'clock next Thursday morning. 

(Whereupon, at 4:15 p. m., the committee adjourned until 10 
a..m., Thursday, Fooruary 13, 1941.) · 


