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TRUST LEGISLATION.

SERIAL 7, PART 25.

COMMrFEB ON THE JUDICIARY,
HousE oF REPRESENTATIVES,

Wednesday, Marck 4, 1914.
The committee met at 10.80 o'clock a. m., Hon. Henry D. Clayton

(chairman) presiding.

STATEMENT OF RON. THOMAS 0. THATCHER, REPRESENTATIVE IN
CONGRESS FROM MASSACHUSETTS.

Mr. TRACHER. Mr. Chairman and gentlemen of the committee, I
wish to make a very brief statement in regard to the effect of the
proposed interlocking director legislation upon the savings banks of
Massachusetts and of New England.

I have had letters from my constituents in regard to the interlock-
ing director legislation, and with your kind permission I would
like to read a letter from Mr. Auustus L. Thorndike, who is a very
efficient and able officer, the banT commissioner of Massachusetts.
This letter is addressed to Mr. Oliver Prescott, New Bedford, Mass.,
a constituent of mine.

(The letter referred to is as follows:)
FEBRUARY 20, 1914.

OLIVER P&EscoTT, Esq.,
Masonfo Buildig, New Bedford, Mass.

DEAn Si: Your letter of February 10 is duly received. I have sent a copy
of the last report of the bank commissioner to Congressman Thacher, as you
desired.
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TRUST LEGISLATION.

I have considered the proposition you mention, that national batik directors
would be Ineligible for savings bank boards of Investment If the new Federal
law Is passed, and I do not consider that it would be wise. They are not ival
Institutions. The savings bank trustees should be men of financial Judgment
and experience, and in many toWns and In the smaller cities it might be Im.
possible to get suitable men to act as trustees of savings banks should the
national bank directors be Ineligible, in my opinion.

Very truly, yours,
AUGUTUS L. TJ1OENDIxr,

Bank Commissioner.

I have also two letters from Mr. Oliver Prescott, of New Bedford.
They were sent to me personally and were not intended for publica-
tion but I asked his permission to present them, and there is no ob-
jection, though quite possibly he might have worded them in a differ-
ent form if.D ead punown they were to be submitted to this com-
mittee. They bear upon the matters before this committee. I will
not take the time of the committee this morning to read them, but I
shGld liice to have them put into the record.

Mr. Oliver Prescott is an officer of the New Bedford Institution for
Savings. He is also a partner of Hon. William IV. Crapo, of the law
firm of Crapo, Clifford & Prescott. Mr. Crapo was for many years a
distinguished member of the House of Representatives. Mr. Crapo
to-day is one of our most distinguished citizens in Massachusetts, a
graduate of Yale College of the class of 1852, a very distinguished
lawyer, and is president of the New Bedford Institution for Savings,
and I presume that Mr. Prescott's letter voices his views.

The condition is this: Mr. Prescott states that it would be very
difficult to find competent men to serve as directors in the savings
banks in the small towns and cities if they were prohibited from
serving on the boards of other financial institutions by this proposed
legislation.

The deposits in the savings banks of Massachusetts on October 31,
1912, amounted to $838,035,098. This is from the bank commis-
sioner's report of 1912. The number of depositors were 2,200,917,
making an average for each depositor of $381; that is the total de-
posits for each depositor.

The amount which each person can deposit was formerly fixed at
$1,000, or, including accrued interest, $1,600. I believe that the lat-
ter sum has recently been increased to $2,000. However, these ac-
counts are all small accounts, for, as I have stated, the average amount
of each depositor's account on October 31, 1912, was $381. These
savings banks make a rule of taking small amounts for deposit.

The name "Five Cent Savings Bank," of New Bedford, for ex-
ample, means that you can deposit 5 cents or more. We have banks
in Massachusetts, in Boston, for instance, and New Bedford, the de-
posits of which are made up very largely of the deposits of domestic
employees, seamen, mechanics, women, children, and small wage
earners, and they leave this money on deposit where they know it will
be safe, and the earnings of thee mutual savings banks are divided
among the depositors, after deduding expenses, and the investments
are very carefully limited by law.

To show how economically their work is administered, I met a
friend in the street here the other day, now living in Washington,
who formerly lived in Massachusetts. He told me that recently he
had a mortgage to effect in Washing(on that cost $90 to take out, in
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expense of looking up the title and the charge for making the loan-
and other charges, whereas in Massachusetts for a mortgage of the
same amount it cost him a little over a third of that, a little over $30.

The savings banks in Massachusetts loan very largely on real
estate, in contrast with national banks.

They are essentially charitable institutions and not run to make
money for the stockholders, like the national? banks and trust com-
panies. The net profits of these savings banks are divided among
the depositors.

The CIAIRMAN. I understand you desire to print some of these
letters.

Mr. TiltCHER. I do, Mr. Chairman, with your kind permission.
The ChAIR.MAN. You have that permission.
Mr. TIJACIJER. Thank you.
(The letters referred to are as follows:)

(Crapo, Clifford & Presc ,t, counselors at law.]

NEW BEDFORD, MASS., Febraury 11, 1914.
lion. TH0A8 0. THACHER,

blouse ol Representatives, Washington, D. 0.
DEAs Sia: It has doubtless already been brought to your attention the effect

that the interlocking-director bill may have on the Massachusetts savings banks.
I wish to put before you, without going into any detail, the situation in New
Bedford and the effect which the bill would have here.

li the first place, in the draft as printed in the newspapers, it Is not en-
tirely clear whether the bill would affect the members of the boards of trustees
or only the inembers of the boards of investment. In either case the effect of
the law applied In New Bedford would, in my Judgment. be unfortunate. I
may admit that I am, perhaps, prejudiced because I happen to be a national-
bank director, as well as a member of the noard of investment of our largest
salngs bank.

As you well know, the trustees and members of investment boards of our
Masstachusetts savings banks receive no salary as such and no compensation of
any kind. They have no financial interest in the Institution other than possi-
bly bank deposits. They make no profit whatever out of the Institution other
than any other depositor. They give their services as a kind of public duty.
My feeling is that our savings banks here are charitable institutions main-
tained chiefly for the benefit of people with small means, and I am willing to
give my time and services to it as I give them to other philanthropic enter-
prises. I have been on the board of investment of a savings bank here for the
last 14 or 15 years, and I can testify from experience of the difficulty of getting
men who are capable and who are also willing to serve on the board.

We find it more and more difficult every year to fill vacancies which arise.
As it happens, five of the seven members of the investment board of which I
am n member are directors of national banks, and one is a director of a trust
company. If the law prohibits national-bank directors from being trustees or
members of the boards of Investment of savings banks, I do not know where
we can go In a community like this to get men who have any knowledge of
the business at nil and who are able and willing to give their time and services.
It may be losslble to get some one to serve, but it does not seem to me that
it will be possible to get capable and satisfactory managers for the savings
bank,. Inasmuch as Mle managers of the baks are acting from the sense of
public spirit and without any profit to themselves, it seems a pity to put more
obstacles in the path of getting the best men for the positions. I have never
heard any criticism of the misuse of savings banks' funds by the managers in
connection with other enterprises in which they are interested. I do not recall,
evet In New York, that the savings banks figured as a part of the s6-called
Money Trust. The record of the savings banks In Massachusetts has been
a splendid one. and I think I am safe In saying that a large proportion of the
savings-bank managers have been connected with national banks. In fact, In a
community no larger than New Bedford, the only people who are in a position
to know what is going on in the banking world and are competent managers
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*are those who are filling positions on national-bank boards and through this
connection gain Information and knowledge which Is of value to the savings
banks.

I think I am also safe In saylqg that In most Instances, as in New Bedford,
the savings banks are large owntra of national-bank stock. In New Bedford
the bank that I am connected with is the largest owner by far In all three of the
national banks. It has always been thought fitting that the savings bank, as
the ofter of a large block of stock, should have a representative on the board
of directors of the national bank.

I do not know what the result of the passage of the bill would be If It madb
national bank directors Ineligible for savings bank boards. The natural result
would be for the men to give up the savings bank and confine their interests to
the national banks In which they are stockholders and have pecuniary Interests.
They might be glad to be relieved of the duty of serving on the savings bank
board as the result of Federal legislation which would give them an excuse for
retiring.

I venture to ask If It Is not possible to have the bill so drawn that it will
not apply to the managers of our mutual Massachusetts savings banks, or at
any rate that It will not apply In a community as small as New Bedford, where
It Is practically Impossible to get satisfactory men for the savings banks who
are not connected with other banks.

If you tare for exact data as to the New Bedford situation, I should be glad
to send It to you.

Yours, very truly, OLIVES P RSCO T.

(Crapo, Cilifford & Prescott, counsellors at law.]

Nzw BEDFORD, MAss., February 1.1, 1914.
lon. THoMAS 0. TimACHEB,

House of Representatives, W1aehingtopt, D. U.
DE a SIR: I received your telegram of last night late in the morning, as I

was out of the office at a funeral. I have not at my command here for Imme-
diate use the data necessary to answer the qIdestions you ask. I can give cer-
tain information, however, which may be of some use. I will try to get fur-
ther data for you if you think It Is desirable.

The savings bank commissioner's report for 1913 Is not yet out. I have no
data therefore of the total deposits of the Massachusetts savings banks later
than October 31, 1912. At that date there were 194 savings banks In the State,
with total deposits of $838,635,007. This Is an average of a little more than
$4,822,000 for each savings bank. I have no data from which I eon give you any
of the figure outside of Massachusetts. If it Is material, they can of course
be obtained.

In the October, 1912, list I find only five banks which had deposits of over
$20,000,000. It is possible that I may have overlooked some, but to the best
of my knowledge I am correct In stating the number of these large banks at

- five. These banks are the Provident Institution for Savings, of Boston, tvith
$49,000,000; the Boston Five Cents savings Bank, with $44,000,000; the Suffolk

vings Bank, of Boston. with $3000,000: the Worcester County Institution
for Savings with $23,000,000; and the Springfield Institution for Savings with
$20,000,000. It Is possible that In the year which ended October 31, 1913, there
may have been other banks which reached the $20,000,000 mark.

Coming to New Bedford, the New Bedford Institution for Savings at the close
of business yesterday had deposits of $18,370,000, and the New Bedford Five
Cent Savings Bank deposits of $10,93,000. These are the only two savings
banks In this city.

The ew Bedford Institution for Savings has a board of 83 trustees, elected
as all other boards of trustees are, under the State law, by the members of the
corporation at an annual meeting In January. Of the 33 trustees, 13 are direc-
tors of national banks nnd 3 are directors of a State trust company located In
New Bedford, which may or may not become a member of the Federal reserve
association. Of the remaining trustees, 9 are directly or indirectly indebted
to'the bank and under the law are Ineligible for election to the board of in-
vestment, wlch is the real managing body charged with the duty of loaniug
the funds of the hank. Should the trust company Joint the Federal reserve and
should the Interlocking director bill pass only 8 of the members of the present
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board of trustees would be eligible for election to the Investment board, assum-
Ing that the Interlocking director bill applied only to boards of investment.
Only 1 of the 8 is now a member of the board of investment. If the Inter.
locking director bill applies to the boards of trustees as well as to the boards
of Investment, assuming that the trust company Is In the Federal reserve, 16
of -the present board would be ineligible.

Of the przo'ent Investment board at the Institution for Savings, cosisting of
7 members, 5 aie national bank directors and 1 Is a trust company director.
In the Judgment of the board of trustees these 7 men are the best men avail-
able to manage the affairs of the bank. Six of them would be rendered Ineligi.
ble If the proposed law Is pawted.

The New Bedford Five Cents Savings Bank has 89 trustees. Of these, 7 are
national-bank directors; 8, and possibly 4, are directors of the trust company;
and of the remaining trustees, 11 are directly or Indirectly Indebted to the bank.
There are 9 members of the board of investment. of whom 4 are national.
bank directors, and 1, 1 think, is a director of the trust company.

As you are well aware, our savings banks are very rigidly controlled by the
State commissioner and their transactions are guarded with great exactness by
the provisions of the law. The requirement that no member of the board of
Investment shall be Indebted to his bank'directly or Indirectly Is, I understand,
rigidly enforced, and It makes one other difficulty In getting men to take the
place on the board.

Of the board of investment of the two New Bedford savings banks only 1
member, Mr. Crapo, Is connected as a director with any banking institution In
any other city. Mr. Crapo has been a director for many years of a Boston
trust company, the International, but for several years has been seeking to re-
tire, and takes no active part in Its affairs. No member of the board of In-
vestment of either bank has any Intimate connection whatever or Is In any way
controled by any of the financial Institutions at the great centers, such as Bos-
ton and New York. The management of our banks here In New Bedford has
been absolutely Independent of all Influences from outside. The State bank
examiners have reported In high praise of the manner in which our banks here
are managed. Whatever may be the evils In other communities, I do not be-.
lieve that any claim can be made that any such evil exists In New Bedford.
It would, It seems to me, be exceedingly unfortunate If because of the evils in
other communities, general !egislation was passed which would make it exceed-
ingly difficult, If not Impossible, to get competent managers for these charitable
or philanthropic Institutions in this community.

The situation In the smaller communities would be even worse.
If an.examination of the management of the Boston savings banks should

Indicate that there was any basis for a claim that these banks are controlled
by the same Interest which control the large banks and trust companies, and
that there is an evil which should be co-.rected there, I do not believe that any
such argument can be made for this locality or the other smaller communities
of the State. If a line must be drawn, based on population, It ought to be
drawn so as to leave New Bedford, Fall River, Springfield, anC other places Uf
their description outside of the provision of the law which might bp made to
apply to Boston.

A limitation based on amount of deposits would be somewhat unfortunate.
It would be very undesirable to have the law come into force whenever the
deposits reaclied a certain amount regardless of other conditions.

Personally, I believe that the Mas-achusetts savings banks should be left
out entirely from the consideration of this law because of their peculiar char.
acter as philanthropic institutions. If it Is found necessary, however, to In-
clude some of them, It seems to me the law should apply only to those large
communities where there Is sufficient concentration of capital to make possible
any real control of money.

Would it be of service It the rivings banks throughout the State sent to
Washington a statement of condition as to trustees and Investment boards such
as I have outlined above? If so, It might be possible for me to get our State
Savingit Ibapk Association to take the matter up and have the data furnished
by each bank and sent on; it would take a little time, but It could be done.
I have been surprised that the association has not taken action heretofore;
they apparently are waiting for something to stir them up. If you think of
anything that I can do to furnish Information which would be of value please
let me know.

Yours, very truly, OLIVER PESC.
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Mr. THACER. I understand that representatives of the savings
banks are to appear at a later date from Massachusetts, and they will
be able to present the matter much more fully and more ably
than I have the time or ain able to do to-day; therefore, I will
present the case to you and say that I indorse the views of Mr.
Thorndike and Mr. Prescott, and I trust this matter will be consid-
ered very carefully and that the savings banks will be kept distinct
from the ordinary banking institutions, as we generally understand
them.

Mr. MCGILLICIUDDY. Have you made study enough in your own
community to determine in your own mind where you would draw
the line as to interlocking directors of banks?

Mr. Ti ACIJER. Mr. Prescott has mentioned that matter, I might
say, Mr. McGillicuddy, in his letter, and as he is a lawyer and a mem-
ber of the investment board and also a member of a trust company,
I am going to leave that letter here, which will explain itself.

Mr. McG!LLWuDDY. What did he suggest?
Mr. THACHER. He suggests that it might ho possible to limit, if

the committee wished to do so, the cities according to their popu-
lation.

Mir. McGiLIcUDD¥. Did he name any population
Mr. TitACHER. No; I do not think so. He gave me no figures. I

have in mind savings banks located in Plymouth, Provincetown,
Welifleet, Harwich, Yarmouth, Falmouth, Nantucket, Middleboro,
Cohasset, Wareham, 11inghiam, Marshfleld, and other towns in my
district. of which Plymouth is the only town with a population of.over 10,000. These depositors are very largely farmers, wage earn-
ers, and women and children.

Mir. NEiSON. From your observation you would say that 100,000
population would take care of that would it not?

Mr. TyACHER. It would not tae care of New Bedford. New
Bedford has over 100,000, and so have Worcester, Fall River, Cain-
bridge. Lowell, New Haven, Hartford, Bridgeport, and Providence.

Mr. VOLSTEAD. There would not be any very great difficulty in
finding suitable directors in a town of 100,000 population, would
there ?

Mr. THACIJER. Possibly not; but you must remember that these
men serve without pay, and while the investments are limited by
law very strictly, it requires very considerable care to get the 3j or
4 per cent to pay for the deposits that they get. It requires men of
a great deal of judgment.

I should say, Mr. Chairman, that I am aware that a represen-
tative from Connecticut has appeared here.

The Cn.xIMWir. He did make a very able argument, and you will
find it in the printed hearings.

Mr. TiJACIJER. I wish to say, too, that these officers of the savings
banks in New England are qite conservative people, and I do not
think have been awake to the realization as to how this legislation
will affect them, and that is probably one reason why they have not
been on before. As a rule men flock here on occasions such as this
from the cities, bankers, manufacturers, and other parties, but these
savings-bank directors living in the remote small county towns,
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who serve without pay, do not always appear as promptly as per-
haps they ought.

Mr. VOLSTEAD. Is not this going to I the situation: We have
amended the national bank act now so as to permit national banks
to loan on real estate.

Mr. TEACHER. Yes.
Mr. VOLSTEAD. Of course these savings banks are also loaning on

real estate?
Mr. THAOHEB. Yes.
Mr. VoLsrTAD. So there will be, hereafter, more or less competition

between them?
Mr. THACHER. Yes.
Mr. VOLSTAD. And of course the national banks might take the

cream of that real estate business and turn the balance over to the
savings banks, so that they really do not occupy the same position
as they have in years past.

Mr. THACHER. I thhik very properly the new Federal national
banks should loan on real estate as well as savings banks. Savings
banks' investments are limited to bonds and other first-class secu-
rities.

Mr. VOLSTEAD. They do make loans on real estate?
Mr. THAOHEB. They do make loans on real estate, but there are

other ways of investing their money. They sometimes take town
notes and city notes.

Mr. VoITEAD. We have no savings banks. Our ordinary banks
do that business. That is one reason, perhaps, why I am impressed
with the thought that there may be a conflict between them. Out-
side of large cities I can not think of any savings banks in my State.
Practically all of the savings business is done in the State banks and
national banks. Of course national banks do practically the same
business as the State banks.

Mr. THACHER. I do not think there would be any conflict between
the Federal banks and savings banks seeking investment. I think
there would be an outlet for both in their investments.

Mr. Vozsmw. The real object of this legislation, I take it, is to
prohibit a person from dealing with himself, where he represents
different interests-putting the same director on two institutions.

Mr. TirA'a. I -believe heartily in proper interlocking legisla-
tion, but the mutual savings banks occupy a unique position, and I
believe that these savings banks should be carefly considered, and
that they should receive fair and proper treatment, which T believe
your committee will recommend. I would remind the members of
your committee that it was decided very properly and wisely that
mutual savings banks should be exempt from the income tax, and I
believe that these savings banks should in like manner be exempt
from the provisions of the bills before your., committee as re~.agds
directors serving on some other financial institution.

Mr. FiTzE.nmy. I have received a couple of communications con-
cerning tlhe bills now under consideration, and I would like to have
unanimous consent to have them read and printed in the record.

The CHAImMAN. Without objection, the letters referred to by Mr.
FitzHenry will be incorporated in the proceedings of to-day.
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(The letters referred to are as follows:)
Wb A. Covey, attorney and counselor at law.]

Hon. Louis liTzIRanBy, LIncoLN, Ilu., Pebruary .0, 1914.
Bloomington, IlL.

UT Dzsa Me. FrYSHBNay: I am in receipt of short copies of certain billscalled antitrust bills, now pending before Congress, and especially before theJudiciary Committee, of which, I am Informed, you are one of the members.I have read the bills presented and also the recommendation of PresidentWilson. It seems to me that If the President Intends to enforce the law afterIt is passed and Congress has a similar intention as to the law proposed to bepassed, if finally passed would simply lock the business of the country up sotight that It would be almost disastrous to the people at large In the transaction
of their business.There Is no way, In my Judgment, that the Government of the United Statescan enter Into the commercial world and dictate to the owners of property whothey shall sell their property to or at what price.There Is one thing manifestly bad about these bills. If you deprive the rightof man to purchase other men's business, following similar occupations, or tryto regulate the price at which men do their business, Immediately you will ndthat the consumer, who constitutes the larger and greater percentage of personsinterested In the business world, will greatly suffer.There Is, in my Judgment, no decision ever rendered by a court of Justice Inour land to-day that has been more Injurious to a larger per cent of citizens,to wit, the consumers, than the decision rendered In the Standard 011 Co.case, in which the Government won. By following this decision the price ofoils produced by the Standard Oil Co. rose and has been higher ever since.That has been the effect where the decision of the court or an act of Congresshas attempted to regulate the price of commoditie.% or the manner of doing busi-ness by the combination of capital. It Is the consumer whose Interests oughtto be protected rather than the manufacturers. The manufacturers of thecountry as to number are Insignificant compared to the number of the con-sumers of an article produced. I am radically opposed to all of these bills,which upon their face claim that they are Intended to make more certain theantitrust laws of the United States.In my Judgment a strict construction of the Sherman antitrust bill wouldalmost paralyze the business of the country. As to section 0 of this act pro.posed, wherein It says:"That nothing herein contained shall prevent persons engaged in selling goods,wares, or merchandise in Interstate or foreign commerce from selecting theirown customers, but this provision shall not authorize the owner or operator ofany mine engaged In selling Its product in Interstate or foreign commerce torefuse arbitrarily to sell the same to a responsible person, firm, or corporationwho applies to purchase."This section Is evidently class legislation, granting rights In commerce toone set of business men and denying it to others; and furthermore, the act isbad In refusing the right to the mine operator to select his own trade. It seemsto me that more mischief would arise by a provision of this kind than to allowhim to select his own trade. In other words, It takes from the mine operatorthe right to run his own business and gives It over to another class of peoplewho may engage In a secret agreement by which his own Immediate territory,where he could sell his goods, would be deprived of the benefits of the mine.Section 1 of tentative bill No. 2, in the second paragraph says: "To limit orreduce the production or increase the price of merchandise, produce, or anycommodity," shall come within the meaning of the act.If a person engaged in any large mnufacturing enterprise Is not permittedunder the law to reduce the production or Increase the price of the merchandisewhich he manufactures, then the law has taken from him all the propertyrights he ever possessed. It is a foregone conclusion that any man of any bus.ness sense or judgment, having money to Invest in an enterprise, would neverinvest It In an enterprise which this law would affect, and If that were a logicalconclusion, which Is Irresistable, then the minute this law becomes effective andis known to the commerejal world, that moment the creation of new enterpriseswill cease, and many of the enterprises which have heretofore been In opera-tion will go out of business.
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By the fourth section of the same act It provides In substance as follows:
"To make any agreement, enter Into any arrangement, or arrive at any under.

standing by which they, directly or Indirectly, undertake to prevent a tree and
unrestricted competition among themselves or among (ony purchasers or con.
sumers In the sale, production, or transportation of any product, article, or com.
modify."

It will be seen from the specific words of this act in this particular section
that one railroad company could not acquire the property of another railroad
company that was In anywise In competition with the first railroad company.
It seems to me that to cripple the Industries of the country In that way Is
productive of more harm to the producers and consumers of this country than
any law that has ever been brought Into force to my knowledge.

There are many small railroads In the country that are not self-sustaining,
that are In a measure In competition with a larger road, and to say that a larger
road, should not take these under Its protection and operate them would be to
cut off all the feeders of the main railroad that are now operated by other Inde-
pendent railroad systems.

It will thus be seen that Congress ought not to legislate In a way that Is
proposed by this act to prevent such combinations of capital and such combina-
tions of the great Industrial Interests of the country.

I do not want to enter Into an extended discussion or bother you too much
with a long letter, but It Is a foregone conclusion that if Congress passes an act
now, the Supreme Court of the United States will generally hold It constitutional.
The same trouble is found in the State courts to-day. It seems to be a preva-
lent opinion that whatever act the legislature or Congress does ought to be
sustained by the courts, and we all realize the fact that the judges are now
holding them as constitutional, so that the primary responsibility rests with the
representatives of the people, elected by the people to make such laws that
will safeguard the best Interest of the country and at the same time protect
the larger and major portion of the population. These are the producers and
the consumers.

It seems to me that under the act as It reads, no man could operate any
honest Industry having very large proportions without being guilty under this
act and liable to the excessive fines and penalties Imposed under this act. I
am thoroughly opposed to It, and I believe that any of your constituents who
will give these tentative acts a fair, square, consideration and of their appli-
cation In daily life, will oppose these measures.

Yours, very truly, W. A. CoVY.

(Stevens. Miller & Elliott, attorneys and eorinsellors

PEORIA, ILL, February 28, 1914.
Mr. Louis FiTzH-NaY,

Member ol (ongre*s, Washington, D. 0.
DEAn SIn: Our attention has just been called to three proposed amendments

to the antitrust bill now pending before the joint Committee on the Judiciary
and on Interstate and Foreign Commerce. We have read the proposed amend-
ments with interest, and it seems to us that there are some vital objections
which should receive consideration before the bills are reported out, either
In their present or amended form. One of the bills Is entitled "A bill to
include within the meaning of every contract, combination in the formn of
trust or otherwise, conspiracy, and restraint of trade or commerce among
the several States, or with foreign iatlons, and within the meaning of the
word monopolize certain definite offenses and to prohibit the same." Under the
provisions of this proposed bill It occurs to us that the ncqnisition of small rail-
roads, which are so located as to be mere feeders or supplements of existing rill-
roads, could not be acquired by the larger systems with any degree of safety. As
you know, a great many of these smaller roads can only exist when they are con-
nected with some of the larger systems. If operated alone they would neither
give service to the public nor furnish anywhere near adequate revenue'to
pay expenses. The bill would also seem to prohibit the consolidation of any
lines of business which in any sense may be engaged In Interstate commerce, If
there has been any evidence whatever of competition between them prior to
the consolidation. It occurs to us that such a stringent law would work rather
to the detriment of the public than for Its Interest.
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Another provision of this bill seems to prohibit even conference between
representatives of railways with a view of arranging through routes and
rates. Under the Interstate-commerce act through routes and rates must be
established as between all polnt. It a reasonable conference can not be
secured, It seems almost Impossible to arrange through routes and rates.

Another bill proposed prevents the election of directors In one company when
they are Interested as directors, officers, agents, or employees In other com-
panies.? This bill would tend to retard a proper business arrangement rather
than to work In the interest of the public generally.

We have understood that your committees, as well as the President, have
asked a full consideration by all parties In Interest of these bills. We trust the
suggestions we have made will receive consideration at the bands of the com-
mittees having them In charge.

With best personal regards, we tire, yours, truly.
SrEVENS. MILLER & ELLIOTT,

fy J. M. ELLIOTT.

Mr. MoGILLICUDDY. Just to what point are the letters?
Mr. FITzH.NRY. They discuss all three of the bills.

STATEMENT OF MR. JULIUS GARST, WORCESTER, MASS.

Mr. GARsT. Mr. Chairman and gentlemen, I appear here as a manu-
facturer. My only purpose in appearing before your committee
on this subject is that make an article which I should like to market.
I have no particular interest in the protection of prices of trade-
marks. I desire to market the goods that I manufacture, and if I
can be informed how I can do that without the use of a trade-mark,
the problem is solved for me. If you will concede that the use of a
trade-mark or brand is necessary in the marketing of any article,
other than a common commodity, why, then, I think I can convince
you that trade-marks are inadequately protected under the present
law' but I wish to emphasize the fact that my only interest in trade-
marks is that I desire to market a certain line of goods. Last year
I had two agents in New York handling this line of goods-or this
article of goods.

The CHAIRMAN. What is the reason for not telling us what it ist
Mr. GAPS?. It is known as a porch curtain.
The CHAIRMAN. You need not be delicate about it. Tell us what

it is. -
Mr. GAxsr. Not at all. It is a porch shade that I sell under the

name of "Shredwood curtain."
It was handled by two agencies in New York and one in Balti-

more. I stipulated the jobbng price. The New York concern sold
at less than the price stipulated by me. The Baltimore house wrote
and said, "We will not handle your article for the reason that the
concern in New York sells at a price less than we sell."

Now, as I said, that is not the prima ject the maintenance
of thprice, although I will confess that I have some sympathy
and feeling that would, under' any conditions impel me to permit
any one that handles goods to make a margin oi profit. I have heard
the expression used, " What difference does it make to you, so long
as you get your price." On two scores it makes a difference. In
the first place I never desired to have anybody work for me for
nothing; and in the second place no one would work for me long
for nothing. The second is the dominant factor in trade. Every-
body must get a margin of profit, or he ceases to do business, and on
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that score it is essential, in carrying on any business beyond the
bounds of'a man's own premises, where he can put out to his neigh.
bors corn or potatoes fr6m hand to hand, that it is necessary to have
some fixed price. That does not apply to common commodities, and
I wish to make-that distinction. Flour, unbranded, is a common
commodity. Flour, in my understanding, if it bears a brand, ceases
to be a common commodity. Now, it is all right that there should
be, perhaps, a law prohibiting the fixing of any price on a common
commodity.

The ChIARm3AN. Well, is there any flour marketed at all that is
not marketed under some brand?

Mr. GARST. I do not know of any.
The CHAIRMAN. I never heard of any. I think that every miller

that turns out flour has some brand, and some mills have several
brands of flour.

Mr. OARsT. There is no objection to the removal of the brand and
marketing it under no brand. Let us assume that there is a price thatFoes with the brand-that the retailer wants to sell that flour for aIess price; let him remove the brand, put on another brand, or the
manufacturer might send him flour without a brand that he can
use, but if the manufacturer advertises his flour and claims for it
certain superiority, it is necessary for his own protection that the
flour should sell at the price he fixes.

Now, I repeat that the maintenance of the price is not the main
consideration. It is the marketing of his flour. If it is an article
that would sell to 100 dealers in a town, and one dealer in that town
considers it to his interest to exploit that article and sell it at actual
cost or less than cost, as is sometimes done, exploiting an article to
draw trade to his store, he uses a name, a name that has obtained a
value through the advertising or reputation of the superiority that
it has acquired. It never is a common commodity. It makes no
difference to the producer of coffee what the dealer sells it for. No
one gains anything especially by selling coffee at a very greatly
reduced price,

The CHAiRM3AN. He may do so temporarily. Take that all for
granted, do you use a trade-mark? What legslation is it that you
want?

Mr. GAnsr. I operate as an individual. I want certain restrictive
legislation repealed. I want distributors to distribute my goods. I
want to market my goods. That is all I want. I want to be able to
mark my goods economically. There is not sufficient profit on my
goods tS enable me to send out individual agents. I must use the
agency of jobbers.

The CJHAi1RA. Do you not mark your goods now? I do not
understand what you mean by marking your goods.

Mr. GAIRST. I have to use a trade-mark.
The CHAIR31AN. Do you want any act of Congress asking you to

sell your goods? You certainly do not want to do that?
Mr. GARST. No. I want to use a trade-mark.
The CHAIHRAN. You do use it now.
Mr. GARS. Well, I want to be able to protect that trade-mark.
The CHATARMAX. Oh, yes.
Mr. GInsr (continuing). With a view of enabling me to market

my goods.
74414-VOL 2-14-2
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Mr. Nusox. You want the right to fix the price to the. consumer,
do youI

Mr. GARsy. I want the right to fix the price to the consumer. I
can do that now, under certain conditions, so long as I retain owner-
ship. These decisions in the Supreme Court do not touch upon the
question of fixing the price as long as I retain ownership. If I con.
sign my goods to the jobber, or if consign my goods to the retailer,
so long as they are consigned, I can save the price; but as soon as I
part with ownership then I can say nothing about the price.

And under this recent decision, in which it is stated that the right
to fix price does not follow beyond the ownership, I repeat that it
is not a question of the goods-I am perfectly willing that the goods
shall be sold at any price; but I do not want the abuse of ny name
to my disadvantage. I do not want that name exploited in a way
which will alienate others, or take away the incentive from hundreds
of others to handle my goods. It is a very simple case.

Mr. NELSON. How would you prevent it.
Mr. GARsT. Give me the right to fix the price on my individual

goods. As I have said, I can do that now as long as I can retain
ownership in the goods, but it is difficult for me to retain ownership
from myself to the consumer. I have to use the ageny-

The ChAIRMAN (interposing). After you have parted with all
title to the property, you want an act of Congress authorizing you
to follow it into the hands of the owner of the property and al ow
you then and there to fix a price for the consumer to pay, is that your
proposition I

Mr..G.ARs. Excuse me I do not part with title to the name; I do
part with title to the goods. He can do as lie chooses with the goods,

ut I do not want him to sell below the price I stipulate, so long as
my name is attached to it.

The CHAIRMAN. Well, nobody can use the name. The consumer
does not use the name; he uses, for instance, your porch shade; he
can tear the name off of it?

Mr. GARB?. I am perfectly willing that he should do that; but I
do not want him to advertise it in the papers as Shredwood curtain;
he en advertise it in the paper as Jones's curtain, or the A B C
curtain; that does me no harm. But when he sells Shredwood cur-
tains at half price, there will be a dozen other dealers who will not
want to handle Shredwood curtains. I have a further statement
here which I will not undertake to read, but I would like to have the
privilege of incorporating it in the record.

The CAIAN.13A.. You will be given the privilege of printing it as
a part of your remarks.

(The statement referred to is as follows:)
The fallacious phrase that competition is the life of trade has been almost

a fetish In this country. l)iversfty in production Is the life of trade.
It Is a mIsner to call underslling comnetition. It Is commercial war, un-

less the cost of prodtc~tlon is lower fi one case than In another. When a manu-
f.ctrer fitnds It unevinoinical to market his goods without the services of
middlemen and Is debanrred from maintainIng both the Jobbing atnd retail prices
by an sigreentent, he is Ipaeel at a disadvantage and may be obliged to close
his shop or sell to n concern that ean operate It In conjunction with another of
the sane kind or with one that differs In kind.

No manfact urer should be obliged to complete against himself to continue In
business nor be limited In output to one store as the only practical way to
maintain a uniform price.
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It It Is true that every man Is entitled to.the fruit of his labor so long as
be does not unjustly Injure another. It ought to be possible for him to maintain
the price of goods of his make siter Iarlhig with their po.session. It surely
ought not to be Imssible for anyone to adopt the policy of exploiting it trade-
marked article under the trade-mark nmae of the owner if the owner of the
trade-mark objects. If there were trade-mrked products that could not be
duplicated under other names, competition might be prevented to the datrlment
of the public.

In an able article by Theodore N. Vail, in the Athntle Monthly of March 3,
1913. he says:

"Where competition In tny field Is carried on at n reasonable profit It nmy
be the res-ult of agreement expressed or hIplied. or it ay lie that observation
or experience of the cost and destruction of iggressve comiletillon. lead to the
exercise of a reasonable restraint In tile methml and efforts of all to Increase
business and maintain IrofitR. So long as bus.inem Is above normal, or is
even normal, It is emly for competitors to maintain pries or to observe agree-
nents: tint when bushies Is suibnormal and hard to oitioln. while fit tile Rine
time expen.-es are constant. charges are coitinlnoun and bisline.s at or below
cost is belter than nonte, no agreement or nnderstanding, expressed or Implied,
without penalty, will be long ob.served."Competition. so-called. i any enterprises cnrrled on at unrn.sonable profits
Is. without question. always the result of some fnderstanding or agreement in-
plied or expressed. Unreaanable profits fire bound sooner or later to intro-
duce new conditions and new cempetitors In any,, field. whether stationary or
growing. It Is this tlat has given rise to the bellef in the great virtues of
competition.

"Competition is Induced by ninny anuses-by a desire to meet and share an
Increasing denied for. or conisunmption of. any eonutality or service alt nornal
profits: or to obtain a share of a business in which profliti ire very attraetive
and tempting: or to share In an Inrensiihg business with excet-lve profits.
The object niny be to em.ate a iperalanent. continuing. and profitalle boinaoss,
and to obtain, at re:asonnilde prices. a falr share of the going or growing bul-
ness; or to create ly destructive and aggressive tactlcs such n situation as will
force a settlement by prehaise. combination. or ain understanding of some kind,
with fill e.tlml hed bniness.,: or to lronlote a biesslae, upon tlhe reputation
and success of oilers and .sell It to Innocent Investors upon misleading staute-
menta. either willful or mistaken.

"The vicious rcts assmeh, ted with aggressive competition. are responsille for
mch. If not aill. of the present intgonirni 1i the public ndnal to slIness.,
particllhrly to large business. Thmes vles are tile nece.wnry accompaniment
of the methods of destrellve competition. The reason for the Ilihlle.t en-
counigenlient of such (%mipeliion lies in the belief th.,t frnti it they will derive
some benefit. In the long run. however, the public, as a whole, has ,never
benefited by destructive compelition.

".'o bu.ine.s can be conlucted permanently without sone marlin over and
above the operaling esl~neex. which Inn.st inclle slilple nliiten:amce of Its
plant at tile highest ' golng-concernu' slaminl. while any isle.m (an le con-
ducted for sin indefinite period it an on nplirelit profit at the cost of Its plant
or Its ctaltl depreciation, so long us they lat. and after that for mime tie
on receivers' certificates. There may lie teaiilorary benefit to the consumer
frilain improfitable prices. blt In the end pirie.; miul.st ieih.mirily be restored or
lieremied to recoupl tile l pses of the cut price- and to paiy the cliarges on
capital invested In nnneces-ary duplication, If such capital Is not to be abso-
lutely lost to the Investor.
"It nust not he forgotten that, In competition of this kinl. whether ii the

field of Industrials or of utilities. tile start IQ with smnill i-nes an d ielween
ainill businesses: the aig 'oinla:illon or tie lg biuinsilie.s I. colnbhimutlin, for
offen ive anl defensive pnro.ae". anal It Is to lie likened to the siurvlvnl of the
strolnest. if not the fitleest. Biislnes and production nl.st lap on a large s-ale
conimlensunimte with tMe Con.sallnaition and tile new Iielli.s of irouehnllon. whlh
to prolce at fill must proluce by the thnm.inds. Lomrge biushneses or :hire
pradil(tion ineons a large aigregnte profit from a smill iaelrent:ore of profit,
while small bnine.t4 or small prodnltian nlst nen a I rge pereent-ige of
Dr6fit or sitnnll and unnmt. tfictory colmiisratoll to tie producer. or bath.

There Is not one act. gaoal or hod. wralna or wright. that is eharge.! to bt q
busiess that ldid lnt orlglinte with sand doe.s not still exist In slnilal bPuines.
while big Im ne." is one weakne. iherent In Its condition wihih snali 111151.
hess has not, and that Is notoriety fnd pllblIcily. Dig tbushiess Is in tie glare of
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sunlight while the smaller buuiness Is more or less in the shade. Big bulness ts
more Impersonal as to It p~roprletorship or Its ownership or Is centered about a
few of those prominently connected with It, while Its widespread body of small
proprietors or partners-that Is, the sbhireholders-have no association with It
In the inds of the public and, as a rule, are Indifferent to all that is going on
so long as dividends tire maintained.

T'hle settlements of competitive wars always affect the public unfavorably,
,lot only toward the ones engaged, but toward all other industrial or utility
enterprises. When prices are re.ctored even to a normal and reasonable basis
they are in constant contrast with the cut price of competitive war, and the
consunter is constantly reminded of the differences and resents them: wily, It
Is hard to say, for there is no reason why the public should suspect that some
Individuals of the public engage in this aggressive competition for any other
than a selfish purpose or for any other benefit thn their own, nor Is there any
reason why it should be expected that these disastrous competitions would be
carried on beyond the point which the competitors believed best for their own
Interests or beyond the point where the purpose of the competition has been
accomplished.

"When those engaged In the competitive warfare end It with profit, that
profit Is more or less flaunted In the face of the public and is a constant
offense: on the other hand, the losses vade In the unsuccessful comptitions tire
son forgotten. It the losses of the unsuccessful lroinoters of enterprises worthy,
and unworthy, or of cotnilietillve watrs or the losses made by speculators and
gamblers were ns muich talked about and as well known or as much In evidence
as the occasional galns the speculator or undesirable promoter would find fewer
contributors or followers, and competition would be confined to rational and
conmendabhle ends and governed by a decent self-restraint; or if those who did
benefit temporarily by aggressive competition also felt the resultant losses
there would be less encouragement of that kind of competition and a better
feeling on the part of tie public toward those Industries or utilities which were
trying to operate a business in a legitimate wanner and at a reasonable profit.

"Another popular belief Is that It Is due to competition that lirices aind
charges have been permanently reduced. Competition may hare been a slight
stimulant, but permanently reduced prices are brought about by the protection
which encourages the Inventor to create and develop labor and thue saving in:-
chines and new and Improved methods and devices; by the desi. to gain the
profits which reward the stuly of the wishes, needs, conforts, and luxuries
of the world, for the purpose of bettering the existing ones or creating new
ones; by the Initiative and enterprise which Introduced the improved processes
and methods: by the Introduction of machinery operated by ordinary labor at
high wages and to take the place of highly skilled labor at comparatively low
wages; but the great Increase In the number of purchasers or consumers and
by the Increase In the average purchasing power of each Individual; by the
development of markets of such m,,gniture that large sums could be devoted
to the introduction of miclinery, privce.es, and nethols which cut prodlucing
cost and enabled a large aggregate profit to be realized on large production and
large scales at low prices and small percentage of profit. Whether the con.
snmers created the producers or the producers the consumers, whether the de-
veloling market proilueed the Improvements which Increased production or
*hether the Improvements produced the market Is difficult to determine, but
one thing Is sure-that the huslness organization of any community is so de.
pendent uln lh• community that sooner or later any effect, whether for good
or for had. Is lamnd to be felt over the whole."

Competitive struggles should lie carried on in efforts to excel in workmanship
and in Inventlions and not along the lines of leswening of wages nnd Increasing
of hours of lbor. To this end the coolperation of jobbers and retailers is essen.
thil In the marketing of goods eononically. Such cooperation does not lre.
vent rival concerns fitm selling their outputs nt whatever prices they may
see fit.

Speaking of Walter Bagehot's Darwinian Ideas, President Ifadley, of Yale,
sild:

"In these twentieth century drys. when competition Is regarded not n an
axiom or leIsuliate of political economy, but simply as an Importtant Ineldent-In
Its development, It is dilf'iclt for us to undem-iqand the courage that was In-
volved 40 years ago In publishing two critical e.sys In which comnpelitiom wase
regarded not as a standard to which all things inust conform, bit as one
among several alternative phases or anodes of social service, whose relative
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claims were to be Investigated and relative merits Judged by their applicability
to given conditions."

To a manufacturer who seeks a market beyond the limits of his own shop
and to that end requires the cooperation of Jobbers and retailers. It Is dis-
heartening to find that. if It Is necessary to expend time and money to create
a demand for fits article and lie does so. he Is debarred from protecting It
against the despoliation of aggressive cut-rate stores, whose policy Is to exploit
regardless of the Injury to others.

Intrale-niarked goods may under certain conditions be exploited without
Injnstice to tiny one and to the advantage of the public. especially so when
through an agreement priem are uuduly raised. The antitrust law nmy well
be invoked against combinations. To apply It to a single individual and the
output of indlvidua.l factories, especially to classes of goods that can not be
profitably marketed without advertising. is a radically different proposition.

Prior to the enforcement of the antilrust law a court said: "A proprietor ban
a right to maintain a fixed price, and It would not comport with the dignity of
the court to declare n policy valid nod then deprive it of the essential weapon
necessary for the enforcement."

Mr. GARnsr (continuing). And there are some other matters here
also that I have that I should like to include as a part of my re-
marks. I have a decision of the courts in England in the ase of
Kodak, Limited, against (minage, in which the position taken by the
Kodak Co. was sustained by the high court of England.

Mr. McCoy. What position: on price fixing?
Mr. GA nsr. Yes; on price fixing. The goods were sold with cer-

tain conditions of sale, and the goods were accepted on those con-
ditions.

The CHAIRM3AN. The decision to which you refer may be inserted
in the record at this point.

(The decision referred to is as follows:)

1900. K. No. 1095. In the hlgh court of Justice. King's Bench division. Writ
Issued the 12th of December, 1000. Iletwe n Kodak, Linited, plainliffs, and
A. IV. Gamage, Limited, and I?. Wade, defendants.

STATEMENT OF CLAIM.

1. The plaintiffs are manufacturers of and dealers by wholesale and retail
in photographic maiterials. The defendants Gamage are dealers by retail In
(among other things) photographile mater als

2. It I s and was at all inateri.al time., as tihe defendants well knew. the prac-
tlee of the plaintiffs to sell their goods to dealeri at nt dliscotit front their list
prices upon the conditions set forth in their discount sheet, as follows:

CONDITIONS OF SALE.

Our goods ore sold to the trade and discount allowed thereon on condition
that they are resold on the following terms:

(1) Only retail or to the profession on the following conditions:
(a) Ietail: Not nnder the prices Iublished lit our current price list.
(b) To time professlon: For their own use only and tit not more than 10 per

cent diwount off list prices.
(2) That flinis ind ilaern shall be sold only In original sealed packages.
Dealers desiring to resell wholesale will be required to enter Into a special

agreement with ts.
By "the profession" In the sold conditions of sale Is meant professional pho-

tographers.
3. Since the month of June. 19. the defendants (lamage have made persist-

ent efforts to Induce dealers who have purchase d the idalntliff' goods on the
conditions aforesaid to resell same to the said defendants. in breach of the sald
conditions; that is to Say. either retail below the sold list prices or wholesale,
without having entered Into any such special agreement as aforesaid: and In



1088 TRUST LEGISLATION.

some Instances they have succeeded In Inducing such dealers to break their said
contracts with the plaitiffs by reselling the said goods as aforesaid.

4. in1 jsirtleular lte defenidantts Ganange Induced the persons following at or
about the da tes inent ioned to resell 'goods of the julaltfs as aforesaild, viz:

September. M~iks nod Graves.
November. 1899. Vale.
October, 18W). Elliott.
September and October, 1899. the defendant Wade.
Until oiffer d(llsorery. the plaintiffs are unable to give better particulars of

the matters alleged.
6. In or alkailt tle niontls of 8cjiteinher and October, 1000, the defendant

Wade purchased certain goods of the pilalintiffs on the condition aforesaid, 1111d
he resold or loartest with the Rame (o the defendants Ozige Ina breach of ie
contract its aforesaild. as the defenidants manage well knew. III the month of
October the defenidantis (I'nnulge offertd the said goods for sale, and resold some
of the rune lby rental under the said list iirlees.

0. Alterniatively thie defendant Wade purchased the said goods lost referred
to. ims agent for himself nod the defendants UMnage. and as such agent firanin.t
lently pretended that lie Intenided to observe the said couiditiwis, while In filct
neither he or they Intended to observe the Fuld conditions, hilt Intended that
the sid goods should be taken iosesalon of by the defendants (hauiage find
resold by retail under the said list lrices; ond also fraudulently preteuded that
lie wats a dea ler by retail inI photographic materials while InI filct he wats not a
dealer in the sid goods attsill.

7. The mefeiliantlitshve frouiuluenily conslolred to obtain goods, uand havte
obtained goods, of tue plalatiffs, i-nmely, the goods referred to In jIxragriipbs 5
slid Ii hereof, by tlie false p~retenses aftoresaid.

& 'The defentlaints (shlnage ha~ve obtained poswm1lon of goods sold bytho plain-
tiffs upon aind subject to tlie condItlonsa:fortvshd. nniely, lte goods respetIvely
referred to In jmaragnihmlis 4 to 0 hereof, inliusive, wvith notice thiat such goods
were so *-old aind have tuilawfnlly deAlt with thep saine by reselling them by re-
tail under thle soid list porices fin breach of the saild conditions.

0. Bfy reasons of Naze wrongful nets of the defendants uforesaid, the pla1intiffs
have suffered daunage.

The pihitiffs* chlain Is for: (1) Danmages for breach of contract. (2) dainnmges
for fraud mnd conspiracy, (3) an Inijnctioni to restrain thie defemduius amid
each of iin und his servauits andis aigents fromt selling or offering for sale or
otherwise dealing wivth gooids (obtrliled fmoii the plaintiffs fit breach of tile con.
ditiwis tipon which ltme some wvere oblained1 froni the ilalntiffs. (4) Ali injunc-
tIon t9 restrain the ulefendaiits A. W.1. (;;ihage (Ltd.) from Inducing, or Seeking
to iiiduce, piurchasers of the goods of lte laiiitlffs to sell or otherwise dispose of
such goods inI breach of the coniitons upon which the samne were sold by the
plaintiffs to such purchasers. (5) Damages for wrongfully Induciiig such last-
mentioned paurchasers to break their coiitracts with the piilntltfs.

D. M. KElL'Y.

Delivered the 81h day of IFebrimnry. 1001, by Kerly, Son & Verden. of 14 GIreat
Winchester Street, LoiMon, N. C. tolicltors for tue abowe-ilinimed plain11tiffs.

1000 K. 'No. 1095. In the High Court of Justice, IKings. Bench Dilvision, the
Hon. Air. Justice l);y, Judge InI (Ilianibers. Btetweeni Kodak (Ltd.), plain-
tiffs, and A. AV. (laniage (Ltd.) and t". Wade. defendants.

Upon hearing the.solicitorq for tile phltiitffs and for time defendants and upon
reading the statement of cilhn delivered onl the Sib duay of February. 11)01, It Is
ordered that A. WV. (laimage (Ltd.) aiid F.. Made, lie defendants. and each of
themj and their oid his servituts nd *gents be pelietuvilly resirined from sell-
Ing or offering for satle or otimerwlise dealing with goods Abtlied (roil] tile pliln-
tiff.i' Kodak (l.) III breach of the conditions ulpon which file saiiie were ob-
tainled from the plaintiffs and that the defendants A. IV. flaninge (LItd.) be per-
petuially restrithied from ntiducina:- or seeltinig to induce inirelmsers of tlie goods
of the ,laitiffs. to sell or otherwise dlim)pos of such goods In breach of the con.
ditiolis upon which the suuime were sold by the pialuillts to such pulrehasers 1m1141
that the defendants do payr time pdaintiff.-O costs of this action and that nil fur-
ther proceedings In this action be stayed.

Dated the 27th day of March, 1901.
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Mr. GARSr. I have here also two articles from the press which I
would like to have inserted in the record. The first is from the Out-
look of January 7, 1914, and is entitled "Unfair competition," and
the second is fiom the Pharmaceutical Era, and is entitled "Court
upholds one price for all."

(The papers referred to are as follows:)

UNFAIB COMPETITION.

The two evil extremes of commerce are unrighteous monopoly and unfair com-
petition.

The second Is almost as bad as the first-almost, but not quite. In laboring,
as It has labored for the last 10 years, to correct the first evil the country hs
lost sight of the second. I'erhaps this Is partly due to the fact that unfair
competition Is one of the elements of unrighteous monopoly. Take the question
of railway rebates. When the railways gave your competitor a rebate on his
freight bills and did not give the same rebate to you, It promoted unfair com.
petition; It enabled him to compete unfaiirly with you.

Public opinion has so developed during the last 10 years that rich man,
poor man, consumer, producer, manufacturer, and financier are now unanll-
lnously agreed that itrilieoius monopoly Is an inddildual an! Ks.1a1 evil to be
forbidden anod suppressed by the Government. This is an admirhle achieve.
ment. Bnt in the warfare-for It has been warfare which has produced this
achievement-there has been used a shibboleth which has had a confusing
effect even upon men of Intelligence and the best Intentions. "Free competi-
tion "is this shilboleth. It 1r1s beenl used evenl by nen (of tile 1Wst Intetions to
defend commercial practices which constitute unfair competition. In an
article oil another page a New York lawyer who has wade n s.ecihl study of
the subject defines unfair competition and shows what has been the attitude
toward It of the courts and governments of other nations. Among those who
have been the first to feel the harmful effects of unfair competition are the
nmufacturers of nationally advertised goods. They claim that cut prices of

these nationally advertised articles Is an Injustice t6 then), and Is harmful to
the consumer. We think they ore right. As a definite and practical Illustra-
tion let us take The Outlook.

After ninny years' labor with such talents, energy, and capital as they
possesed. the iublixhers of 'The Outlook have created for It a niliotnal name
The retail price of The Outlook Is 10 cents. Any dealer who sells It for less
than 10 cents Is doing an Injustice to the publishers, because be creates the
Impression in his community that the article Is really not worth 10 cents, a
fact which The Olhok h:os been ndvertis'ng and InAisting u mn. Selcod, he
does an Injustice to the community. It Mr. A pays 10 cents for The Outlook
and Mr. It Iays 8 cents for Thm Outlook, there is fhe samie irineille of latests
which was Involved hi the railway cases. It Is a distinct advantage to the
people of the United Stalts to kniow ithat nn article with it laluii.nal relut~.u.tn
can be bought only at one price, and In any shop or store In any town or city
In the country. The uan who argues tighinst this proposition and says It Is
advantageous tohlm to buy The Outlook for 8 cents, If he Ctan retlt at 8 cents
Instead of the udvertisl price, 10 cents, Is using the same selilsh nPltl that
the supporters of rebates in the rnilway cases used.

To prohibit unfair retail prices of nationally advertised articles Is not a
violation of free competition. If The Ontlook maintains its retail price every.
where of 10 cents, and the paper is not worth 10 cents, some other publisher
will come along with either a belier paper at the some price or an equally good
paper at a less price. That Is the principle of free competition. What tn.
righteous monopoly has done Is to prevent or to endeavor to prevent the other
publisher from his free opportunity to compete.

Judging frm the bills to regulate business which have been Introduced Into
Congress by the ndiinilstration. we think the ndminlstratlon is Itself suffering
front this confnslon of thought. It des not dislIngunsh unfair coniletition
from free competition. How can the two things be distinguished? How can
you forbid one without throttling the other?

The problem seems to us to be a simple one. We would have no prohibitory
legislation forbidding "cut prices," but we would have permissive legislation
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allowing the manufacturer and advertiser to make a contract under the com-
mon law with the dealer that the dealer will not cut the advertised price. It
the dealer breaks this contract, the manufacturer is to be permitted to refuse
to do business with hint exactly hs he Is permitted to refuse to do business
with -the retailer who declines to pay his bills. This was the situation 10,
15. 25 years ago. One of the great collar manufacturing firms of Troy was,
we believe, the first to Introduce this relation between the manufacturer and
the retailer in the United States. It worked well and satisfactorily until some
of the extreme advocates of free competition conceived the notion that a con-
tract between a manufacturer of a specific article and the retailer of that
article was unrighteous monopoly. The -way to promote free competition Is
to prevent a manufacturer from obtaining an artificial monopoly of all the
goods In his flelhr, at the miane ltite liermitling hint to make his free agreement
with the Individual retailer. If it were conceivable that one manufacturer
could obtain a monopoly of producing all the watches in the United States, it
would, of course, be unwise and unjust to allow him to fix the retail price of
a watch through the dealer. If, however, Mesrs. A & Co. fix the retail price
of their watch at $50. when It is worth only $25. the remedy Is not to permit
the retailer to cut the price, blit to permit another manufacturer to come In
with a $25 watch.

We repeat, no intelligent man asks the Government to prohibit "cut prices ";
but we think the intelligence of the country does demand that the Govern-
ment shall permit the private manufacturer to fix by private contract the
resale price of the article which his genius has created.

CtI1.r1iioDs oN : iCtie 108 Al.[..

In the maze of declslois rendered during the past two years by the United
States court of appeals and by the United States Supljremae Court in the now
famous Sanatogeni case, tle Gillette Safely Rlazor ase, iind other stilts In which
the right of lite mnufifaturer Io fix the i*tal -ales price was the issue, there
has been io pronouncement of such really sensational Import as that Just given
it tle Fisher Fiouring Mills ease. fit view of tie atitude of Presldeit Wilson

In urging antitrust legisltion this dlcislon Is held by constitutional lawyers to
be one of the most Ihportant In recent years.

'The eaise Itself was a reilica of slnilar suits-a manufacturer of flour brought
stilt sigqutst a retil dik.lcr who cut the price of the article contrary to agree-
ment. The dealers right to cut prices was upheld by the lower courts, but
well 1111 t1l11md was Iide to the ,ailrtemi11 iribtinial ihe lower court deel ons
were reversed, and by a vote of eight to one tlie milling company was granted
an InJunction and daniages.

The dvw.ttes of a "one-price-for-all" piolley In werclandislng 'ri g'ven
more real encouragentent in fle concluding lairagral h of the Mort's fludings
than in all sluilliir decisions durilg tliej'ast decade:
"Tile irite eonilolltioi is between riviIl rtlicles-n competition ill excel-

lence--whih can never lie tumb:ilnhllned If. through the Ierfidy of lite retailer
who cuts prices for hlis own ulterior' purpioes, tile manufacturer is forced to
comletl it lrices with goods of his own produeloif, while tbe relaller rex-oups
his lo.ses on the cut price by the ale of other artle at or above their reason-
ehile iprice. It is a fallacy to ans stite tat fle price cutter Iockets the loss. The
public matkes It up on other purchnses. The nufaeturer alone Is injured,
except ar tle Imbue is uiio injured through the manufacturer's Inalility lit the
face of et prices to maintain the excellence of hIs product. Fixing tile price
on all brands of high-grade flour is a very different thiig from fixlig the lorice
on one brand of high-gradee flour. The one ineani detruclion of till cailmleton
and of all Incentive to Increased excellence. The other means heightened com-
petition and lutet.sifled incentive Ito increase excellence. It will not do to say
that tle manifaeturer has not Interests to protect by contrwt It goods otfer he
has sold them. They are personally Identified and morally guaranteed by his
mark and his advertisement."

Mr. GARS. I also desire to have inserted an article by Mr. Louis
. Brandeis entitled "Cutthroat prices," which appeared in Harper's

Weekly for November 15, 1913.
The CITAIIMN.. That may be inserted at this point:
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(The article referred to is as follows):

CUTTIIROAT PRICES.

(By Louis D. Erandets.j

TIE COMPETITION THAT KILLS.

"I can not believe," said Mr. Justice Holmes, thatt Ia the long run the
public will profit by this course, permitting knaves to cut reasonable prices
for mere ulterior purposes of their own. and thus to Impair, if not destroy, the
produetinn and the sale of articles which it Is assumed to be desirable the
people should be able to get."

Such was the dissent registered by this forward-looking judge when, two
years ago, the Supreme Court of tile United States declared Invald contracts
by which a manufacturer of trade-marked goods sought to prevent retailers
from cutting tile price he had established. Shortly before the court had held
that mere posession of a copyright did not give the maker of an article
power to fix by notice the price at which it should l.e sold to tMe -,onsunier.0
And now tho court, by a five-to-four dpcislon, has applied the Came rule to
patented articles, thus dealing a third blow at the practice of retailing nation-
ally advertised goods at a uniform price throughout the country.$

Primitive barter was a contest of wits, Instead of an exchange of asce*rtained
values. It was. indeed, an equition of two unknown quantities.

Trading took its first great advance whetk money wan adopted as the medium
of exchange. That removed one-half of the uncertainty Incdent to a trade-
but only one-half. The transaction of buying and selling remained still a
contest of wits. The seller still gave as little in value and got as much In
money as he could. And the low looked on at the contest, declaring solemnly
and ominously: "Let the buyer beware." Within ample limits the seller
might legally lie with Impunity: and, almost without limits, he might legally
deceive by silence. The law gave no redress because It deemed reliance upon
sellers' talk unreasonable: and not to discover for oneself the defects in an
article purchased was ordinarily proof of negligence. A good bargain meant'
a transaction In which one person got the better of another. Trading in the
"good old days" imposed upon the seller no obligation either to tell the truth.
or to give value, or to treat all customers alike. But in the last generation
trade morals have made great strides. New method , essential to doing bust-
ness on n large scale were Introduced. They are timesaving and labor-caving,
anid have proved ali.o conscleice-saving devices.

The greatest progress in this respect has been made In the retail trade, and
the first Important step was the introduction of the one-price store.. That
eliminated the constant hnggling about prices and the unjust discrimination
among customers. But It d.l. far more. It tended to secure fair prices; for It
compelled the dealer to make. deliberately, prices by which lie was prepared
to stand or fall. It Involved a publicity of prices which invited a comparison
In detail with tilose of competitors, and it subjected all his prices to the
criticism of ail his customers. But while the one-price store marked a great
advance. It did not bring the full assurance that the seller was giving value.
The day's price of the article offered was fixed. and every customer was treated
alike: but there was still no ndequate guaranty of value, both becatso there
was ordinarily no recoglzed standard of quality for the intrtienlar trllde
r-nd because there was no standard price even for the article of standard
quality.

Under such conditions the purchaser had still to rely for protection on his
own acumen or on the character and Judgment of the retailer, and the Indl-
vidual producer had little encouragement to establish or to inaintain a repu-
tntion. The unscrupulous or unskillful .ealer might be led to abandon his
goods for cheaper and Inferior substitutex, This'ever present danger led to
an ever widening use of trademarks. Thereby the producer secured the
reward for weil donk and tHie consumer the desired guaranty of quality.
Later the sale of trade-marked goods at retail In original packages supplied
a further assurance of quality, and also the assurance that the proper quan.

Dr. Miles Medical Co. v. Park & Sons Co. 220 U. I., 409.
Bobbs Merrill Co. r. Straus, 210 U. S., 336.

'Bauer '. ODonnell0 229 U. 8., 1.
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tMy was delivered. The enactment of the Federal pure-food law and similar
State legislation strengthened these guarantles.

BIut the sindard of value in retail trade was not fully secured until a
method was devised by which a unif6rut retail selling price was estnl;Ished for
trade-marked articles sold in the original package. In that way, widely
extended use of a trade-warked nrtlele fostered by national advertising could
create both a reputation for the article and a common knowledge of its estab-
lished selling price or value. With the Introduction of that device the evolu-
tion of the modern purchase became complete. The ordinary retail sale-the
transaction which had once been an equation of two unknown quantitles-
became an equation of two known quantities. Uncertalty In trade Is ellin.
nated by "A dollar and the Ingersoll watch" or "Five cents and the Unoecda
Biscuits."

TIlE COUrT's PROHIBITION.

Suh is the one-price system to which the United States Supreme Court de-
nled its sanction. The courts of Great Britain had recognized this method of
marketing goods as legal. The Supreme Court of Massachusetts had approved
It. The Supreme Court of Cilifornia has wholly approved It. The system was
Introduced Into Amerlea many years ago and hans become widely extended. To
abandon It now would disturb many lines of business and seriously inlaIr the
proslerlty of many concerhtm.
Wheni the United States Supreme Court denied to makers of copyrighted or

patented goods the power to fix by notice the prices at which the goods should
be retailed, the court merely interpreted the tent and copyright acts and
declared that they do not confer tny such special privilege. But when the court
denied the validity of contractor for price maintenance of trade-narked goods,
It decided a very different matter. It did not rest Its decision upon the Inter-
pretatlon of a statute; for there is no statute which In terms prohibits price
maintenance, or. Indeed, del;is directly with the subject. It did not refuse to
grant n special privilege to certain manufacturers, It denied a common right to
all producers. Nor does the decision of the court proceed upon any fundamental
or technical rule of law. The decision rests upon general reasoning as to
public policy, and that reasoning is largely from analogy.

TilE DEMANDS OF PUBLIC POLICY.

When a court decides a case upon grounds of public policy the judges be-
come. In effect. legislators The question then involved Is no longer one for
lawyers only. It seenis fitting, therefore, to Inquire whether this judicial legis-
latioi is sound-whether the common trade practice of maintaining the price
of trnide-marked articles has been justly condemned. And when making that
InquIry we may well bear In mind this admonition of Sir George Jessel, a very
wise Engliph Judge:

"If there Is one thing which more than any other public policy requires, It
Is that men of full age and compelent understanding shall have the utmost
liberty of contracting. an that their contracts. when entered Into freely and
voluntarily, shall be held sacred nnd shall be enforced by courts of Justice.
Therefore you have this paramount public policy to consider, that you are not
lightly to Interfere with this freedom of contract."

TIHE COURT'S OBJECTION.

The Supreme Court'says that a contract by which a producer binds a retailer
to maintain the established selling price of his trade-marked product Is void,
be use it prevents competition between retilers of the article and restrains
trade.

Such a contract does, In a way, linilt competition; but no man Is bound to
compete with himself. And when the ainie trade-marked article Is sold in
the some market by one dealer at a less price than by another, the producer,
In effect, conupewes with hiniself. To nvoid such competition the producer of a
trade-marked article often sells It to but it single deler In n city or town, or he
establishes an exclusive sales agency. No one has questloted the legal right
of nn Independent producer to create such exclusive outlets for his product. But
If exclusive selling agencies are legal, why should the individual manufacturer of
a trade-marked article be prevented from establishing a marketing system
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under which his several agencies for distribution will sell at the same price?
There Is no difference, In substance, between an agent who retails the article
and a dealer who retails it.

For many business concerns the policy of maintaining a standard price for
a standard article Is simple. The village baker readily maintained the quality
and prlce of his product, by rale and delivery over his own couitier. 'she
greit Standard Oil nton(opoly iianitahis quality and price (when It desires so
to do) by selling throughout the world to the indIvidual customer from Its
own tank wagons. But for most producers the Jobber and the retailer are the
necessary meais of distribution-as tiecessry as the rallro;,d, the express, or
file parcel post. The Standard Oil Co. can without entering Into contracts
with dealers maintain the price through its dominant power. Shall the law
discrininate against the lesser oncerns which have not that power, and deny
them the legal right to contract with dealers to accomplish a like result? For
in order to Insure to the small lirnhtcer the ability to maintain the price of his
product the law must afford lil' contitlct protection when he deals through
the middleman.

But the Suprene Court says tht a contract which prevents a dealer of trade-
marked articles from cutting the establishd selling price, restrains trade. In
a sense .wry contract restntins trade; for after one has entered Into a con-
tract he Is not as free in trading as lie was before lie bound himself. But the
right to bind onesif Is e.s*;entil to trade development. And it is not every
contract In restraint of trade, bt only contracts unreasonably in restraint of
trade which are invalid. WJhether a contract does unreasonably restrain
trade Is not to be determined by abstract reasoning. Facts only can be safely
relied upon to teach ins whether a trade practice Is consistent with tile general
welfare. And nbuV'ant experience establishes that the one-price system which
marks so importitt an advance In tile ethics of trade, has also greatly In.
creased the ellieey of merchandising not only for the producer but for the
dealer and the comu-imer as well.

THE PRODUCERS' PLEA.

If a dealer Is selling unknown goods or good, under his own name, he alone
should set the price; but when a dealer has to use somebody else's name or
brand In order to sell goods, then the owner of that name or brand has an
interest which should be respected. The transaction Is essentially one between
the two principals-the maker and the user. All others are middlemen or
agents; for the product Is not really sold until it has been bought by the con-
sunter. Why should one iltldlenwl have the power to depreciate in the
public mind the value of tile maker's brand and render it unprofitaldo not only
for the maker but for other mlcddlenieu? Why should one mildleman be
allowed to Indulge in a practice of price cutting which tends to drive the
maker's goods out of the market and in the end Interferes with people getting
the goods at ,tl? CUtT -RIC'I4-TTilE ") iIS;LEADEKR."

When a trade-marked article Is advertised to be sold at less than the stand-
ard price it is generally done to attract persons to the particular store by the
offer of an obviously extraordinary bargain. It Is a bait--called by the dealers
a "leader." But the cut-price article would more appropriately be termed a
"nisleader": because orlinarily the very piurl e of tie cut price s to creare
a false impression.

The dealer who sells the dollar Ingersoll watch for 61 cents necessarily los e
money in that particular transaction. He has no desire to sell any article on
which lie tnnst lose money. lie alverti.es the .ile Iarily to atIract customers
to his store; but mainly to create in the minds of those customers the false im-
Ibresslon that other articles In which he deals and which are not of a standard
6r kri-wn value'will be sold upon like favorable terms. The customer Is ex-
pected to believe that If an Ingersoll watch Is sold at 331 per cent leas than
others charge for It, a ready-to-wear suit or a gold ring will be sold ats cheap.
The more sutessfnl the Idiviual prilucer of a trade-mnarked article has been
in creating for It a recognize - value as well as a wide sale, the greater Is the
temptation to the unscrupulous to cut the price. Indeed. a cut-price article can
ordinarily be effective is a - ndlender" only when both the merits and the
established selling price are widely known.
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How CUT PRIC S HURT.

The evil results of price cutting are far-reaching. It to sometimes urged
that price cutting of a trade-mairked prtlcle Injures no one: that the producer
ts not Injured, since he received his full price In the original sale to Jobber or
retailer: nod Indeed may be benefited by-_ Increa.sed sales, since lower prices
ordinarily stimulate trade; that the retailer can not be harmed, since he has
cut the price voluntarily* to advance his own Interests; that the consumete is
surely benefited because lie gets the article cheaper. But this reasoning Is
moat superficial and misleading.

To sells dollar Ingersoll watch for 07 cents injures both the mintufitcturer
and the regular dealer. beeuse It tends to make the public believe that either
the manufacturer's or the dealer's profits are ordinarily exorbitant: or, in
other words. that the watch is not worth a dollar. Such a cut necessarily Im-
pairs the reputation of the article and, by Impairing reputation, le.-ens the
demand. It may even destroy the manufacturer's market. A few conspicuous
"cut-price sales" In any market will demoralize the trade of the regular deal.
era In that article. They can not sell it at cut price without losing money.
They might be able to sell a few of the articles at the established price; but
they would do so at the ilsk to their own reputation. The cut by others% If
known. would create the Impression on their own customers of having been
overcharged. It Is better policy for the regular dealer to drop the line alto-
gether. On the other hand, the demand for the article from the irregular
dealer who cuts the price Is short lived. 'he ent-prite article can not long
remain his "leader." His use for it is sporadic and temporary. One "leader"
Is soon discarded for another. Then the cut-price outlet is closed to the pro-
ducer; and, meanwhile, the regular trade has been lost. Thus a single promi.
nent price cutter can ruin ii market for both the producer and the regular
retailer. And the loss to the retailer Is serlou&

On the other band, the consumer's gain from price cutting Is only sporadic
and temporary. The few who buy a standard article for less than Its value do
benefit-unless they have, at the same time, been misled Into buying some other
article at more than its value. But the public generally Is the loser: and tile
losses are often permanent. If the price cutting Is not stayed, and the manu-
facturer reduces the price to his regular customers in order to enable them to
retain their market, he Is tempted to deteriorate tile article fit order to pre-
serve his own profits. If the manufacturer can not or will not reduce his pric-e
to the dealer, and the regular retailers abandon the line. tile consumer suffers
at least the inconvenience of not being able to buy the article.

PRICE MAINTENANCE 15 NOT PRICE FIXING.

The Independent producer of an article which bears his name or trade-
mark-be he manufacturer or grower-seeks no special privilege when he
makes contracts to prevent retailers from cutting his established selling prle.
The producer says In effect: "That which I create, In which I embody my
experience, to which I give my reputation, is my property. By my own effort
I have created a product valuable not only to ny-lf. but to the consumer: for
I have endowed this specific article with qualilles which the consumer des'res,
and which the consumer should be able to rely confidently upon receiving when
he purchases my article In the original package. Tin li able to hty my article
with the assurance that It posesses the desired qualities, Is quite as much of
valite to tile cons liner who purcliases It It Is of value to the maker who is
seeking to find customers for It. It Is essential that the consumer should have
confidence not only In the quality of iy product, but In the fairness of the price
he pays. And to accomplish a proper and adequate distribution of product
guaranteed both as to quality and prlce, I must provide by contract against
the retail price being Aut."

The position of th; Independent producer who establish the price at which
his own trade-marked article shall be sold to the consumer must not be con-
fused with that of a combination or trust which. controlling the market, fixes
the price of a staple article. The Independent producer is engaged fit a bal.
ness open to competition, lie establishes his price at his peril-the peril that
If he sets It too high, either the consumer will not buy or. It the article is
nevertheless popular, the high profits will invite even more competition. The
consumer who pays the price established by an Independent producer In a com-
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Stitive line of business does so voluntarily; he pays the price asked, because
deems the article worth that price as compared with the cost of other com-

peting articles. But when a trust fixes, through Its monopoly power, the price
of a staple article In ( ,mmon use, the consumer does not pay the price volun-
tarily.- He pays under compulsion. There being no competitor he must pay
the price fixed by Me trust, or be deprived of the use of the article.

Price cutting has, naturally, played a prominent putt in the history of nearly
every American Industrial monopoly.

Commissioner Herbert Knox Smith found after the elaborate Investigation
undertaken by the Federal Bureau of Corporations that:

"One of the most effective means employed by the Standard Oil Co. to
secure and maintain the large degree of monopoly which It possesses Is the
cut In prices to the particular customers, or In the particular markets of Its
competitors while maintaining them at a higher level elsewhere."

And Chief Justice White, In delivering the opinion of the United States
Supreme Court In the Tobacco Trust case, said:

'* * * The Intention existed to use the power of the combination as a
vantage ground to further monopolize the trade in tobacco by means of trade
conflicts designed to injure others, either by driving competitors out of the
business or compelling them to become parties to a combination-a purpose
whose execution was illustrated by the plug war which ensued and Its results,
by the snuff war which followed and Its results, and by the conflict which Im.
mediately followed the entry of the combination In England and the division
of the world's business by the two foreign contracts which ensued."

Therefore, recent legislative attempts to stay monopoly commonly Include
in some form prohibition against the making of cut-threat prices with a view
to suppressing competition. Such provisions will be found In the bills proposed
by Senator L.n Follette, Congressman Stanley. and Senator Cummins to supple-
ment the Sherman antitrust law; and statutes dealing with the subject have
been enacted In several States.

President Wlison urged most wisely that Instead of sanctioning and regulat-
Ing private monopoly, we should regulate competition. Undoubtedly statutes
must be enacted to secure adequate aid effective regulation; but shall our
courts prohibit voluntary regulation of competition by those engaged In busi.
ness? And Is not the one-price system for trade-marked articles a most de-
sirable form of regulation?

PsICE CUTrINo-TIE ROAD TO MONOPOLY.

The competition attained by prohibiting the producer of a trade-marked
article from maintaining his established price offers nothing substantial. Such
compettlon is superficial merely. It Is sporadic, temporary, delusive. It falls
to protect the public where protection Is needed. It Is powerless to prevent
the trust from fixing extortionate pries for Its product. The great corpora-
tion with ample capital, a perfected organization, and a large volume of
business can establish Its own agencies or sell direct to the consumer, and Is in
no danger of having Its business destroyed by price cutting among retailers.
But the prohibition of price maintenance Imposes upon the small and Inde-
pendent producers a serious handicap. Some avenue of es.ipe must be sought
by them, and it may be found in combination. Independent manufacturers
without the capital or the volume of business requisite for engaging alone In
the retail trade will be apt to combine with existing chains of stores, or to join
with other manufacturers similarly situated in establishing new chains of
retail stores through which to market their products direct to the consumer.
The process of exterminating the small Independent retailer. already hard
pressed by capitnlistle combinlatons-the mall-order house existing chains of
stores, and the large department stores-would be greatly accelerated by such
a movement. Already the displacement of the sinll Independent business man
by the huge corporation. with Its myriad of employees, Its absentee ownership,
and its finaneler control, presents a grave danger to our democracy. The
social loss Is great, and there Is no economal gain. But the process of capiltaliz-
lug free Americans Is not an inevitable one. It is not even in accord with the
natural law of business. It Is largely the result of unwise, man-made, privilege-
erttfng law, which has stimulated existing tendencies to Inequality Instead of
discouraging them. Shall we, under the guise of protecting competition, fur-
ther foster monopoly by creating Immunity for the price cutters?
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MONOPOLY'S EASIEST WAY.

Americans should be under no Illusions as to the value or effect of price
cutting. It bas been the most potent weapon of monopoly-a mens of killing
the siall rival to which the great trusts have resorted most frequently. It Is
s simple, so effective. Mlrseelng orginIzed capital secures by this means the
ceopertilon of the shortsighted unorganized consumer to his own undoing.
Thoughtless or weak, he yields to the temptation of tridiag immediate gain. and
selling his birthright for a mess of pottage becomes himself an Instrument of
monopoly.

Mr. NELsoN. How long have you been in the business Mr. Oarst?
Mr. OARsT. This business that I have referred to? I started out

in the manufacture of a loom for making what is called short-weft
goods; primarily I started in making matting.

Air. NE;.sox. "I mean how long have you bnen in the business of
handling this article, the porch curtain?

Air. (ARsT. This is the third year that I have been manufacturing
that article.

Mr. NEsiO;N. Have you tried the system of fixing the price to the
jobber and the retailer?

Mr. OARST. I have.
Mr. NEo.-o;. And you operated in that way until the recent decl-

sion of the Supreme Court?
Mr. GARsT. It was the Miles case, was it not?
Mr. NE LSON. Well, the case that denied you that privilege.
Mr. OARST. I have been connected with another business for 25

years-a proprietary business-in which I have for 20 years under-
taken to control retail prices.

Mr. NELSON. On trade-marked goods?
Mr. OAiST. Yes; on trade-marked goods.
Mr. NELSON. And what you want is the privilege of going along in

the same way?
Mr. OARST. I beg your pardon
Mr. NErLsoN. You want Congress to amend the law so that you can

go along in the same way, do you?
Mr. OARST. Yes, sir.
Mr. NE.LsoN. And that is all you want?
Mr. OARM. I want to market my goods, that is the primary object-

and I do not know of any other way to adequately protect myself
and protect the retailer, afid in the last analym is the consumer.

The CHAIRMAN. Well, after you have parted with all property
rights in your goods, how can you control the disposition of those
goods?

Mr. OARST. Well, I would like to have the law so amended that I
would not entirely.part with the property right in the name. I am
perfectly willing to part with the property right in the shade and let
anybody sell it as he chooses-remove the brand; but when I adver-
tise I niust attach some name to my goods.

The CHAIRMAN. Well, the purchaser can not wear the name; he
can not eat it; he can not use it. He does not do that; the name does
not shade anything. Take your porch shade; the name does not
shade anything; he uses the shade itself, and not the name.

Mr. OAST. Vell let me state this: I want to advertise to create a
market. Now, if 1' should go out and advertise porch shades-there
are half a dozen, and there may be 16 or 20 manufacturers making
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porch shades. Could I afford to spend $5,000 or $1,000 to advertise
porch shades They would say, "What porch shade?" and the
answer would have to be, "Why, any porch shade you want." To
advertise porch shades in that way to any advantage there should bo
a combination. Every manufacturer should poolhis interests with
the others, the same as automobiles. Suppose a man says, 1I am an
automobile manufacturer"; and you ask, "What is the name of your
automobilet" and he says, "Why, it is just an automobile." A man
could not go out and advertise an automobile and spend his money
and have the benefits distributed around in that way. He must men-
tion some specific name as his automobile.

Mr. NELSON. May I inquire as to this-just to get your view as a
practical business man: Suppose Congress gives this right to persons
who have articles that are trade-marked or copyrighted, of fixing
the price to the jobber and to the retailer; would not that be a very
great privilege which every manufacturer would try to get for

himself, and would not that tend, therefore, to make theu seek to
obtain trade-marks and copyrights on nearly everything that went
into the trades?

Mr. GARST. In answer to that, I would say that when one man is
doing a successful business there are many others ready to step in
and establish a similar business, as soon as they see that he is doing
a profitable business. Now, if I have a fixed price on my shade-
in fact, my trade came into existence somewhat along that line, as
I have stated-it started out as the manufacture of matting first.
The same mechanism was applicable to the manufacture of a shade.

Another concern in this country and a concern in Germany were
making shades. My type of shade was an improvement on the
German type primarily. The margin was so close that I did not
meet expenses last year. There is quite a little waste. It is made
of basswood, and basswood costs $45 a thousand, and is about 331
per cent waste; and there was no profit in it. The only thing to do
was to make a different type of shade. There is already a different
type of shade on the market. My type of shade is very much like
te one that is on the market. There are three others at least, mak-
ing a similar type of shade. Mine, I think, is better than any of the
others. And the competition is not in cutting the price; the compe-
tition is in making a superior article. Now, we figure that we make
30 cents on a shade; if we make 40.000 shades and sell them at an
expense of from 1 to 20 per cent for the marketing we will make
a nice little profit.

Mr. NELsoN. Perhaps it is my dullness, but I do not quite follow
you. I want to get your answer to my question; is it likely that
others would get the names of their shades trade-marked, or get
copyrights, and that they would go into competition with you, and
that that would take care of the consumer?

Mr. OAisr. To a very large extent.
Mr. NELsoN. And they could fix a price, too?
Mr. OARsr. They could fix a price on their shade.
Mr. NELSON. And they would gage their price very largely by

what you would dot .
Mr. GARST. Very likely.
Mr. NELSoN. Then where is the competition?
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Mr. GAR Sr. There is competition in the question of excellency and
in getting orders.

Mr. NELSOW In quality .
Mr. OARS?. Yes- they are trying to reach the same market that I

am trying to reacL Row, for me to undersell them would be the
height bf folly, because they would meet my price again.

Mr. NELSON. Yes.
Mr. GARsr. That is not competition. You may consider that com

petition; I consider it commercial war.
Mr. NRELsox. The practical result would be that the leading man

in the market would fix the price, and tie others would reach that
price and the consumer would pay the same price, and would only
get the difference in quality?

Mr. GARS?. Practically so. The man who has an established
trade-when another man comes into the field if he is a man of
experience he does not come in and reduce the price. Take two men
who are dealing in coal. I do not suppose there is any city in the
United States where the price of coal is not uniform. How'can it
be otherwise? Take Washington, for example; if a man in the coal
business here advertises coal for 25 cents a ton less than the other
dealers sell it for, the only thing for the other dealers to do is to
reduce their price 25 cents; and then the other man will reduce it
25 cents more, and so on; and sooner or later it is the survival of
the strongest, and one or the other is driven out of business.

Mr. NELSON. But if you have a common price, and you find that
a good thing in keeping upprices, would you not find it a good thing
not to compete i qualityV

Mr. GAR&r. Well, that might be possible, but is not probable.
Mr. NELSON. Would you not then reach a state of stagnation, and

absolutely noncompetitive conditions?
Mr. GARST. You are still independent dealers; you are competitors

even if the quality is the same. Take the men who are selling granu-
lated sugar, for instance. There may be a difference in granulated
sugar. I have heard that cane sugar is better than beet sugar, but
I have only heard it within a year, and I do not actually know it now.
But here are two men going out and selling granulated sugar, and it
is of the same quality; bit there is competition just the same. They
are not underselling each other in price. I think that is a mistake
to consider underselling as competition. I consider that it is com.
mercial war, and the survival of the strongest.

Mr. Durag. Does the English decision, to which you have referred,
include a discussion of a statute that gives the right to the man own-
ing a trade-mark or a copyright to follow his property to the ultimate
consumer?

Mr. OQAsr. I think so. The same principle is in use in Germany.
There is an excellent book published on the subject by Frank Koester
entitled "Tie Cost of Inefficiency." He is a German, and quite con!
versant with conditions in Gerinany, although I think he is living in
America. In that book he states that the price of inefficiency is about
40 per cent. That is not as high as it is in some other utilities. I
understand that in electricity there is but little of the real force con-
served, and it is the same with steam; but it ought not to apply in
commercial affairs. And the present status would tend to drive
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business to department stores and mail-order houses. I quote from
that book:

Competition In America- Is a cutthroat thing which ruins business men by
hundreds of thousands to the ultimate disadvantage of the consumer. While
competition Is held up as a panacea for trusts, it Is In reality the causo of
trusts. Business men In seeking to escape destruction from unbridled compe-
tition, as well as to procure greater gains, were drawn into combinations, which
in turn crushed the more Independent business men or forced them to join the
combinations, sacrificing their own husines Identity. Had competition been
properly regulated and unfair methods prevented by law, trusts could not have
arisen. In Germany, for example, a competitor Is not allowed to cut prices
simply for the sake of killing a rival. No such Industrial wars are allowed,
as the public realizes that this Is the seed of monopoly. Consequently the
trusts, as we know them, do not sprout so readily, and all the turmoil and the
shouting are nipped In the bud. The fetich of free competition has cost the
American public dearly, for free competition Includes unfair competition and
leads directly to monopoly (p. 210).

I met a gentleman coming here on the train, and he asked me
"Why do you not correspond with Sears, Roebuck & Co. or Mont-
gomery Ward & Co., the mail-order houses? They would take your
entire output." This has been suggested to me before.

Mr. Dumni. How would the consumer be hurt by that How
would he be helped b 4on limiting the price to him?

Mr. GARsT. Well Ido not know how to explain. If he-the mail.
order house-would continue the business forever and take the entire
output at my price, that might be so. But let us assume that they
find this year that t is a very good thing, and next year the mail-
order house finds that somebody would make the goods cheaper,
and to that end reduce quality. That might put me out of business.

I have always acted on the belief that it is an advantage to Loth
producers and consumers to have many distributing agencies. I
think there is more probability of a business being long continued
if many jobbers and retailers cooperate with a given manufacturer
than to have the entire output go through one mail-order house. A
change in the personnel of one ho,;3e may be more disturbing than a
few annual changes in many concerns.

Mr. NELsoN. In other woids, you can not rely on one jobbing cus-
tomert

Mr. GARS?. I do not think so. It may be for the public interest to
drive me out of business; but I am arguing on the assumption-

Mr. NELsoN (interposing). Let me interrupt you there. We leg-
islators must legislate for the producers and the jobbers and retailers
and consumers and everybody. My idea, as a member of this com-
mittee is, What am I doing to the consumer if a permit the manu-
facturers and jobbers to fix prices down to the consumers How do
we protect him by doing such a thing as that?

Mr. OARs?. Well, in the first place, this does not apply to common
commodities; it applies to articles for which there is an artificial de-
mand. Let me cite, as an illustration, Chase & Sanborn's coffee. I
think it is put up in Boston. There is a demand for coffee. Let us
call it an artificial demand. But there i3 not any great demand for
Chase & Sanborn's coffee until it is known as Cliase & Sanborn's
coffee, and that it has a certain blend that the people like.

Now, what harm does that do to the consumer to have Chase &
Sanborn fix the price on Chase & Sanborn's coffee? It does not deter
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the consumer from buying other coffee. It is the same way with
sugar and It is the same way with flour.

.Mr. Nuso N. But you are losing sight of the fact that we can not
give a special favor to the man who produced that kind of coffee
without giving the other man the chance to fix his prices.

Mr OARS.-Why, he has that.
Mr. NELSON. And then we come to the other situation, that you

admitted that there would not be any competition, except as to
quality, and you admitted that even as to quality it mi ht all.

Mr. GARs. There would still be the competition. [would want

to sell my goods just the same; and the other manufacturer would
want to sell his; that is competition.

Mr. MORGAN. What is your Idea about this: You think that a
Supreme Court decision has been rendered prohibiting a manufac-
turer from controlling the retail price; suppose we o not amend
the law and give you the privilege that you ask for, is it your idea
that that wil-discourage enterprise and business and trade and indi-
vidual effort?

Mr. GAS?. Very decidedly.
Mr. MORGAN. And really then, as a matter of fact, it is not par-

ticularly your individual business that you are interested in, but you
think that it is an unwise public policy-

Mr. GAr. I do.
Mr. MORGAN. To attempt to restrict a man who gets up a special

article and manufactures it-that that would tend to discourage
enterprise and development and growth of business?

Mr. GAnar. Very decidedly. rt is essential that the manufacturer
should be able to protect his article and maintain the price of his
article while it is sold under the trade-mark name. I make a dis-
tinction between being sold under the trade-mark name and under
another name. Now, if Congress should want to make it so that
every manufacturer had to put up his article so that the trade-mark
o6uld be erased, if the purchaser wanted to, I should imagine a lot
of manufacturers would not object to that

Mr. MORGAN. In other words if something of this kind Is not
done ai great many articles would not be manufactured that would
be manufactured if the old policy were pursued?

Mr. OAm. I think that is true. Of course I can not state that
from facts. Now I am having difficulty in marketing my goods, be-
cause of this trouble that I speak of.

Mr. MORGAN. Yes. Then, if you can not market your goods you
surely will not manufacture them

Mr. GARsr. There is not enough margin for me to send out agents
of my own. I must use agencies already in existence-the whole-
salers and the jobbers.

Mr. MOROAN. Well, it is t6 the benefit of the consumer that you
should use the agencies already existing, because if you send out
special agents you simply have to add more to the price.

Mr. OA.r. hat is correct. This proposition is based on the as-
sumption that every man is entitled to the fruits of his own labor,
so long as he does not unjustly injure another person.

Mr. MORGAN. Do you think that this could be applied to the
farmer or gardeners For instance, if he was growing strawberries
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or cabbage or lettuce, that he would have a right, if it was called
"Jones's lettuce" and sold under that name-do you think he would
have a right to come In and sell it to a gr ani require the grocer
to sell it at the price that he, Jones, fixed

Mr. GAR&S. Yes, sir; when the grocer wanted to sell it at anotherp rice, just let him remove the wrapper and sell it as cabbage or let-
luce, but not as "Jones's cabbage or lettuce." Then he can sell it
at any price he wants to, so long as he does not abuse the reputation
made by Jones.

The same principle applies to oranges and ftpples. Oranges and
apples are shipped very often with wrappers containing the name of
the individual who shipped them. Now, the dealer should have the
right to sell those apples at any price he chooses, dpon removing
the wrapper; but if the man that produced the apples wants them
sold at a certain price-in one of the bills introduced here in Con-
gress H. . 13305, by Mr. Stevens of New Hampshire, it is pro-
vided that if the purchaser does not want to sell at the price estab-
lished, or attempted to be established by the producer, he must
notify the producer, and give the producer a chance to buy the fruit
back-before he sells at a lower price; and in case of bankruptcy sale,
or the discontinuance of the handling of a certain article, the pur-
chaser has got to give the first chance to the producer to buy the
article back at the price paid. This bill would correct the evils I
complain of.

Mr. McCoy. How much advertising do you do, Mr. Garst?
Mr. GART. Well, up to the present time, I have not advertised a

great deal on this "Shreadwood Curtain" proposition. I have a
proprietary article that I have advertised to the extent of many
thousand &f dollars.

Mr. McCoy. I did not mean how much in amount. You say you
have advertised this screen considerably?

Mr. GAitsr. No, sir; I have tried to sell It through jobbers and
agents, without entering into an advertising campaign. Advertising
is very expensive, and I have not set asile any sum of money for
that purpose.

Mr. McCoy. Well, usually the people who have appeared before
the committee here, urging the right of fixing retail prices have been
those who have advertised very largely; and-they say it is their ad-
vertising which permits the cut-rate man to use that article as a
bait to get people in.

Mr. (lAReT. That is true. That is absolutely true. But in this
case I have difficulty in getting the j.bber to handle the goods, merely
because one other Jobber cut the price. The jobbers said, "We are
willing to sell at any price you wish, but we want our retail custom-
ers to realize that we are delivering the goods to them, or selling
the goods to them just as cheaply as anybody else; and it hurts our
reputation if that is not so. The price must be uniform; otherwise
we do not want to handle your goods." That is the attitude taken
by a good many jobbers.

Gentlemen, I[thank you for your attention.
(Thereupon, at 1.10 o'clock p. in., the committee adjourned until

to-morrow, Thursday, March 6, 1914, at 10.80 o'clock a. in.)
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CoMMITI1B oN THr JUDIIARY,
Houses OF Re EMENTATIVES,

Fday, March 6, 1914.
The committee met at 10.30 o'clock a. m., Hon. Henry D. Clayton

(chairman), presiding.
The CHAIRMAN. Tfiere is a delegation of gentlemen here who rep.

resent the Retail Dry Goods Association of New York, and If it is
the pleasure of the committee we will hear them now. I believe
Mr. Bloomingdale is the chairman of that delegation. We will be
glad to hear you at this time, Mr. Bloomingdale.

STATEMENT OF ME. E. W. DLOOMINGDALE, OF NEW YORK,
N. Y., REPRESENTING THE RETAIL DRY GOODS ASSOCIATION
OF NEW YORK.

Mr. BWOMINODAL,. Mr. Chairman, my name is E. W. Blooming-
dale, and I represent the Retail Dry Goods Association of New York,
and am chairman of the delegation representing that organization
before your committee to-day, and I want to express the thanks of
our association for the opportunity you have given us to be heard.

I believe that last Friday was the date originally set for our hear-
ing, but by reason of the fact that we were not able to be here at that
time, you, very graciously, in order to suit our personal convenience
postponed the hearing until to-day.

The season we are here is that we have gathered from the news.
papers that there has been injected into the discussion of the bills
before this committee the proposition to clothe the proposed trades
commission with power to fix &e retail prices on commodities, and it
is to that point I wish to address myself.

The CHAIRMAN. I may say for your information, not desiring to
in any way affect your remarks, that the trade-commission bill is
before the Committee on Interstate and Foreign Commerce, and not
before this committee.

Mr. BWOOMINCDAL.. I know that, Mr. Chairman, but the matter
of trust legislation is before this committee, and I understand that
that matter has been projected into the discussion before this com-
mittee.

That question-that point--I believe, has only been brought out in
definite form by bills introduced since these hearings have been going
on, and I understand they have been referred to this committee. I
do not know whether the committee will take cognizance of them or
not.

The effort to control the retailer in the fixing of his selling price is
not a new idea born of present conditions.

Before the coming of the department store the custom was to mark
the prices of all goods in cipier and to get from each purchaser as
much as possible. No dealer advertised the prices of his merchan-
dise. The careful shopper was compelled to go from store to store
and endeavor to keep qualities and prices in her mind if she wanted
to be sure she was doing the best that could be done. Practically the
only goods that were sold at a standard price were patent medicines,
andthese usually bore a price so much above cost that the cupidity
of even the most avaricious dealer was satisfied with it.
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The advent of the department store revolutionized these methods,
and to-day the universal rule of the retailer is to mark all goods in
plain figures and charge the same to everyone.

The next step in the evolution of retail merchandising was to
rather into one establishment various classes of goods. It-had been
found that the overhead charges in the usual store made a large per-

centage of profit necessary to cover expenses. To include other lines
of goods would reduce this burden, by increasing the volume without
a corresponding increase in the overhead charges, and thus permit the
lowering of prices with consequent increased sales on the entire stock.
The establishment of the marked-price system made it unnecessary

to ask a higher price from the easy customer in order to average u
with the hard trader. All goods could be marked at a reasonable
advance over cost, the percentage of profit varying with the character
of the merchandise. On goods that were perishable seasonal, or sub.
ject to capricious changes in fashion, or on articles that required
greater capability in selling, or consumed more time in introducing
the rate of profit was larger to cover the greater risk.or loss of time,
while upon goods that were staple or that soldd on sight" the dealer
could afford to take a smaller rate of profit, the principal concern of
the merchant being to-so balance'his prices that the total profits on
the entire enterprise would be satisfactory.

The conducting of a retail establishment thereby became more com-
plex than it had been when each dealer handled only one class of mer.
chandise and a natural evolution brought about the department store,
where all classes of articles have been brought together. The object
in view was not the gross profit on the individual items thus added,
but an average return on the Increased volume of business done. 11
we are to judge by results there was and is a public demand for estab-
hshments of this character, for they have found favor, and every
considerable town or city in the United States has its department
store.

It is against these establishments that the so-called American Fair
Trade League Is directing its energies, in attempting to have incor.
porated into the bill now pending the right of the proposed trade
commission to fix retail prices.

It is true that department stores do frequently cut prices, not only
on proprietary articles, but on general merchandise as well. Usually
these cuts are advertised in the newspapers and millions of house.
holders scan these advertisements, compare the offerings of the
different establishments, and take advantage of the opportunity thus
offered. It has been left for the American Fair Trade League to
discover that in practicing these economies the public is being in-
jured. To sustain this view it is urged that the purchaser may be
tempted, by a cut price, to purchase some other article at a hijther
percentage of profit than is charged on the advertised article. It
even has been suggested feebly that the dealer raises his prices on
other articles to counterbalance the cut on proprietary articles. In
these days of sharp competition such an expidient would be ap-
parent to the most inexperienced shopper. It is just as usual to
sell what one might call anonymous merchandise at a special price
as it is to offer thus~l an advertised article. Advertisements in the
daily newspapers will prove this assertion. It is always the publio
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that gets the benefit of price reductions and to deprive them of it
would be to place a bitren on the entire community.

Who is it that asks for this legislation. There are 45 names of
individuals printed on the letter head of the American Fair Trade
League, and their occupations are given. With two exceptions they
are all persons whose business interests would be subserved if the
measures they propose were to be enacted into law. I find no repre-
sentative of 1he public at large among them.

Let us .see whether those who invoke the aid of the lawmaking
power have any real grievance.

The chief advocate of the proposed law advertises and sells the
watch that made the dollar famous. He sells it in quantities of
three dozen at 71 cents, and many of the wicked price cutters have
advertised to sell at 70 cents. According to the mercantile agency
reports the corporation seems to have commenced business in 1888
and at that time claimed a surplus of $8,207.39 over liabilities of
$894.50. On December 81, 1911, they claim a surplus of $1,627.
786.21 over liabilities. Their liabilities are given at $522 974
which amount includes $200,000 capital stock, so it doesn't look as
though they had been impaled on either horn of the dilemma. This
same progression is shown by the reports I have obtained with
regard to other proprietary articles.

Welch's Grape Juice Co., for example, shows 1906, net worth,
$179,874; 1912, net worth, $900,147.17.

Kellogg Toasted Corn Flake Co. shows 1903, net worth, $523,-880.25; 1912k net worth, $910,042.05.
Robert Reis & Co. owners of B. V. D products, show 1887, surplus

over capital stock, 42,000; 1912, surplus, $517,854.79.
All of the above are on the executive committee of the American

Fair Trade Lea ue.
I give these figures, showing the phenomenal growth of these

enterprises, to show that the claim that cutting prices is unfair to
the manufacturer is not well founded.

It is contended that price cutting forces the so-called regular dealer
to discontinue the sale of an article on which he can not make a
certain percentage of profit, and that after the cut-price campaign
is over the cutter discontinues the sale of the article for the same
reason, the injury being twofold, first to the proprietor who thus
loses an outlet for his goods, and second, to the general public, which
is deprived of its facilities for obtaining them.

I have not quoted these figures because I complain that the manu-
facturer's profits have been exorbitant, but only to show that his
output has not been dln'iinished and that the public has not been
denied the privilege of obtaining his goods, while on the other hand
in buying these articles the public has been saved a large amount o?
money.

Mr. Louis Brandeis in an article in Harper's Weekly for Novem.
ber 15, 1918, makes the statement that through the advertising of
a cut price both the manufacturer and the so-called regular dealer
are injured, because it tends to make the public believe that either
the manufacturers' or the dealers' profits are ordinarily exorbitant.
Both propositions are true. I shall present only one Illustration to
demonstrate this fact, although it applies to practically every sue.
tessful proprietary article.
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The Ingersoll Watch Co. doesn't make a single one of the dollar
watches sold under their name. They are all made for them by the
Waterbury Clock Co., and they cost the Ingersoll Co. 26 cents apiece.
Incidentally the Waterbury Clock Co. is said to declare dividends of
$800 000 per year, so that the I0 cents at which they supply the
watches alay includes a fair profit.

The public is thus required to pay a dollar for a watch that is
worth 20 cents, so the manufacturer and the dealer divide up be-
tween them a profit of 300 per cent plus the Waterbury profit. Mr.
Brandeis's misgivings are well founded.

Another of the fallacies of the claim for this special privilege to
the manufacturer to fix the retail price lies in the assumption that
the article is commercially worth the' price sought to be put- upon
it. An extensive advertising campaign may acquaint a large number
of people with the fact that they can get a g#od watch for a dollar,
but that alone does not make the watch intrinsically worth a dollar.
The same measure of quality may be contained in a watch selling
at 75 cents, the reason being that in the former the expense ol
advertising is incorporated in the price while in the latter it is not.
The retailer having an expert knowledge of qualities and wishing
to put articles of like merit on an equal bpasi may well believe that
in charging a dollar for the advertised watch he is really asking the
customer to pay for an element which Is of no value to him; that
both watches are of equal value as watches, and that fair dealing
compels him to charge the same price for one as for the other.

But a one-price standard is not maintained, even by a producer.
In nearly every instance his selling list is subject to a sliding scale of
discounts, according to the quantity purchased, so that the proprietor
of a big department store, who can buy in maximum units, owis
his goods at a lower figure than! the smaller dealer, for whom the
manufacturer now shows such great commiseration.

It seems strange that with the general acceptance of the principles
of the Sherman law, and the travail we have gone through to have
those principles established that the proposition should be ad-
vanced now to nullify it. hive to the manufacturer the right to
restrict the price to be paid by the consumer and gentlemen's agree-
ments will no longer be necessary.

The very purpose of the Sherman law was to prevent the fixing of
prices, either by combination or by a temporary reduction, which
would drive out competition and create a monopoly and thus permit
an ultimate advance in price through a market control. Except-
ing with the last-mentioned purpose in view, it can hardly be said
that the public is injured by being able to buy at a reduced price,
even though as has been charged, such reduction be but temporary.
The broad distinction must always be borne in mind that the pro-
ducer absolutely controls the supply, while the retailer controls
nothing.

If the manufacturer is sincere in his effort to protect the public
from getting his goods at too low a price, let him change his methods.
Instead of selling for cash and letting the dealer make the invest-
ment and take all the risks, let him consign his goods, making the
distributor his agent, and then wait for his returns until the mer-
chandise has been disposed of. This is the course now followed by
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some of the manufacturers of proprietary articles, who thereby re.
lieve themselves from nil concern about price cutting; but when a
manufacturer receives his prip and parts with his title, making no
provision for the redemption of goods unsold he ought not to be pro-
vided with any legal means to control that which he no longer owns.

With that statement, Mr. Chairman, I want to say that I have
with me to-day-assuming that the members of the committee would
desire to know more in detail in regard to the points they will prob-
ably cover by their questions-I have with me to-day Mr. Strauss, of
the firm of R. H. Macy & Co. ,Mr. Rothschild, of the firm of Abram
& Strauss, of Brooklyn; Mr. idmond E. Wise, who is counsel In the
case against the American Publishers' Association, which was carried
to the Supreme Court of the United States, and also on the Bobbs.
Merrill case. I have also with me Mr. Kean and his counsel Mr.
Rosenfelt, who successfully carried to the Supreme Court the %Val-
tham watch case, which was recently decided; and these gentlemen
will give you very intimate details of the practical side of the ques-
tion, so far as it affects the relations between the manufacturers of
proprietary articles and the retailer. I think Mr. Rosenfelt and Mr.
Kean particularly will be able to give you information that will be
extremely interesting and which will be of much help to you in con-
sidering the merits of the proposition.

The CHAIRMAN. We will be glad to hear from those gentlemen.
Mr. Vow Am . What organization do you represent? a
Mr. BLooimoDAu.. I represent the Retal Dry Goods Association,

which is a voluntary association, practically, composed of the depart-
ment stores of New York City and Brooklyn.

Mr. VOL8T.AD. Does it include the smaller retail stores?
Mr. B WO N ALB. It does not..
Mr. McCoy. When was it organized?
Mr. BLoOMINODALE. It was organized 16 years ago.
Mr. McCoy. Are you counsel for the organisation, Mr. Bloom-ingdnle.

Mr. BwOmiNoDA. I am, in a sense, its manager.
Mr. McCoy. Manager of the association?
Mr. BLOOMIXODAL. Yes, sir.
Mr. McCoy. Are you interested in the firm of Bloomingdale Bros.

there?
Mr. BLOOMINODA,. I was some years ago, but I have not been en-

gaged in mercantile business for some years.
Mr. McCor. Are any of your relatives interested in that concern?
Mr. BLOOMINODALE. Yes, sir.
Mr. McCoy. You spoke about the large profits that apparently

were made by Mr. Ingersoll and some of the others. What about
the profits of Bloomingdale Bros. during that same period of time?

Mr. BLooMuoDALE. I think they have not been as large as some of
the others. I am not interested in that firm.

Mr. McCoy. Is there anybody here who knows how much profits
they have made?

Mr. BLOOmI2NODAtS. I do not suppose so.
Mr. McCoy. You think that the profits-
Mr. BOOmImGD.AL. I am not complaining of the profits made by

any of these concerns. I quoted those figures only to negative the
proposition that the cutting of prices has hurt their business. The
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increase in their profits shows that there has been an increasingly
large output of their merchandise.

Mr. McCoy. But they actually did fix prices, did they not?
Mr. BwOMoD4DAuE. Not successfully.
Mr. McCoy. How unsuccessful have they been, do you think?
Mr. BLOomixODALE. Very generally merchandise has been sold at

cut prices for a great many years.
Mr. McCoY. Now, take the Ingersoll watch for instance, has it

been the practice up to the time of the Sanalogen case and other
cases--had it been the general practice to sell that at cut prices?

Mr. BLOOMINODALi. -1 do not wish to defend the general prac-
tice at all of selling at cut prices.

Mr. McCoy. That is rather indefinite in view of the point that
Io,! make, that they had not been prevented from cutting prices, and
that there was a lot of cutting going on. Now, I would l1e to have
some information as to how largo in volume the cutting of the price
in Ingersoll watches has been.

Mr. BWoMiNODALe. That could hardly be made the basis of any
specific knowledge. I do know, as a matter of personal knowledge,
that Ingersoll watches have been cut in price for s long time, but to
what extent or by how many people has never been made the subject
of any inquiry that would show that as the specific object.

Mr. McCoy. Very well, then, if you do not know to what extent
it has been cut, how can you argue anything as to their profits?
Your contention is that they have been making a lot of money not-
withstanding the cutting. If you do not know to what extent the
cutting is going on, how can you make any argument on that basis

Mr. BLOOmiNODALE. I am afraid I did not make myself clear on
that point. I was not discussing the amount of money they made;
I was simply, giving those figures to show there has bein an increas-
ing output of their product in spite of the cutting of prices, and that
if they are cutting the price, it has not interfered with the manufac-
ture of watches.

Mr. McCoy. I understand; you do not put it up as a reason to
suppose that there has not been much cutting. The actual fact has
not been-if that fact is the fact-that they have been making
money by the reason of cutting but they have been making it be-
cause thre has not been any cutting.

Mr. BLoormixoDm. I think I have stated this, as a matter of per-
sonal observation, that. from time to time, the price of Ingersoll
watches has been cut. They have been offered for less than a dollar,
but I would not like to say that is the reason why the Ingersoll Co.
is so active in this campaign.

Mr. McCoy. I have no doubt that that is the reason.
Mr. BLoOMiNODALz. I think that is a. fair assumption, and this is

practically a statement to the effect that he says these things have
been cut and he would like to stop it.

Mr. McCoy. I think the objection, if he has any, is due to the
effect on his business, and it is on account of the recent decision, I
infer, that he is so much interested in the matter.

Mi. BIoo0ucDALE. Mr. Ingersoll's activities long antedated the
recent decision.

Mr. McCoy. You say they have been endeavoring to stop people
from breaking their contracts as to resale prices. Now, you say they
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have their watches all made by the Waterbury Co. Assuming that
to be the fact-and I do not know about that except your statement
of it-you went on to say that a watch that was worth 26 cents was
being sold for a certain price -' Is it your understanding that the
Ingersoll Co. pays 26 cents to the Waterbury Co. for that watch

Mr. BWOOMiODALBI That is my information.
Mr. McCoy. Then, assuming that that watch is worth 26 cents,

what are the other expenses.
Mr. BwOMJNODAJJE. Twenty-six cents includes the profit to the

Waterbury Watch & Clock Co., and the only element that Ingersoll
puts Into It is the advertising element and his name.

Mr. McCoy. What would be the difference between the situation
as it now is and the situation if the Ingersoll Co. should set up a
factory and manufacture those watches themselves#

Mr. BWoomiODALE. They could probably make watches for less
money and sell them at the same price. Now, do not misunderstand
me. I did not say that Ingersoll does not make other watches or that
the Waterbury Co. makes all of their watches. The Ingersoll Co.
does make watches, but they do not make dollar watches.

Mr. McCoy. I am taking the illustration of the dollar watch.
You mean to say that you think that if they manufactured those
watches themselves they would be more efficient than if the Water-
bury Co. manufactured them?

ir. IB3omomDALE. I think they could perhaps manufacture them
as cheaply as the Waterbury Co. makes them and make themselves
the profit tat the Waterbury Co. now makes.

Mr. McCui. Their profits, then, would be still in the 26 cents?
Mr. BwOMJNODALu. I am expecting that the cost would be less than

26 cents as it is now.
Mr. McCoy. Less than 26 cents?
Mr. BWoMtioD.%Iz. Yes. They cost the Waterbury Co. less than

28 cents, and if the Ingersoll C6. can make them as cheaply as the
Waterbury Co., they must cost the Ingersoll Co. less than 26 cents.
The Waterbury Co. must make a profit out of it, because they could
not manufacture them for nothing, and the Ingersoll Co. would save
that profit.

Mri. McCoy. If the Ingersoll Co. made it they would have to have
a profit on it just the same.

Mr. BLOOmmODALt. But he has already had that profit when he
saves this 26 cents. The Ingersoll profit, the manufacturer's profit,
would go into his own gross profit instead of going to the Water-
bury Clock Co. The only difference it would make is, that the In-
gersoll Co. would .make more, and the Waterbury Co. would lose a
customer.

Mr. McCoy. Now, what is the profit on goods sold in retail drug
storyet The average profit?

Mr. BLOOMINODALO. The average profit is between 25 and 80 per
cent.

Mr. McCoy. Is that net profit, or gross
Mr. BLOOmsiODAL. That is gros profit.
Mr. McCoy. Does that include the expenses?
Mr. BLOOMIX0DAi. That includes every element of expense.
Mr. McCoy. You mentioned the fact that other watches which

wore as sood as the Ingersoll watch sold for about 75 cents
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Mr. BLOOMINODALE. -Yes.
Mr. McCoy. What reason does that offer for arguing that Inger-

soil should not fix his price?
Mr. BwosiN &DAIL-. It argies that fixing the price at a dollar

when as good a watch can be bought for 79 cents, calls upon the public
to pay 21cents more than they can get as good an article for.

Mr. McCoy. They do not need to buy the dollar watch, do they?
Mr. B~omiwomALE. They would not if they knew they were the

same quality, but the public does buy very largely. The Ingersoll
watch the old model that was a larger watch than the present vogue
calls for, was originally their dollar watch. When the style changed
and people wanted a fiat or smaller Watch, the Ingersoll Co. changed
their dollar watch to a flatter watch, and the old watch that was
originally the dollar watch Is now being sold under another name for
79 cents.
"'Mr. WiEs. There are big improvements being made all the time

in watches.
Mr. McCoy. The fact is that Ingersoll has been able to do a large

business, fixing his price at $1. That is the fact is it nott
* Mr. BLoomINoDAL That is not his selling price-4hat $1.

Mr. McCoy. You think, as you have also stated, that there are
other watches which are equally as good which people can get for 75
cents?

Mr. BLOOMINGDALE. Yes.
Mr. McCoy. Then where Is the public harmed by permitting Inger-

soll to require that this watch be sold for a dollar I
. Mr. BWoMiNC;DALz. I claim, in the first place, that Ingersoll has
no right to fix any such exaction after having passed the title in his
merchandise to some one else.

Mr. McCoy. Admitting for the sake of argument, that the law
should give him the right iy statute-that it could do so and did do
so-where would the public be harmed?

Mr. BWOMINODAL. By being compelled to pay $1 for that watch
when they can get as good a one for '5 or 79 cents.

Mr. Mcor. Then, why not buy the 75-cent watch?
Mr. BWOOMINDALB. They do.
Mr. McCoy. Then, where is the harm to the public They do not

have to buy the Ingersoll watch.
Mi. BLOMINODALz. The Ingersoll watch is a largely advertised

watch. People take it up because it is advertised so much. It is ad-
vertised in the magazines and in the daily press, and the people ask
for it readily because that is the fame of that character of watch.

Mr. McC6y. Where do they ask for this readily?
Mr. BL)omiNoDALE. At all places where watches are sold.
Mr. McCoy. In some of the retail stores, where they are selling it

at cut jprlcest
Mr. BILOOMNODALE. Yes.
Mr. McOpy. What is it that brings them there to get the Ingersoll

watch
Mr. BOMJNODAL. They are coming there to get. a cheap watch.

They know they can get a good watch for a dollar, and they go and
b It. TI~r. McCoy. They know they can get what good watch for a dollar I
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Mr. BtLOMINDAv. They know they can get a number of good
watches for a dollar. But they buy it because they have seen it
advertised.

Mr. McCoy. Advertised-as what?
Mr. BL0OmizODALv. As the Ingersoll watch.
Mr. McCoy. Now,-Mr. Ingersoll, I presume, spends a great deal of

money in advertising
Mr. BWOMIiNODALE. Yes, sir.
Mr. McCoy. And all that a retailer needs to do when he wants to

sell an Ingersoll watch is to say, " Ingersoll watches at 79 cents," is it
nott

Mr. BLoMnoDais. No; the retailer has to do his share of ad-
vertising to make people go in themMr. McCoy. Whiat advertising

Mr. BWOOmODALE. General advertising.
Mr. McCoy. But he does not have toad-vertise the Ingersoll watch,

any more than to say that he has Ingersoll watches for sale?
Mr. BWOMiODAL. But if he wants to bring them in to buy Inger-

soll watches, he has to advertise that watch.
Mr. McCoy. He simply advertises by saying, "Ingersoll watches,

T9 cents," does he not I
Mr. BWOMINODALL Yes.
Mr. McCoy. The difference Is, that in his other advertising he has

to elaborate a great deal does he not?
Mr. BwOMiNODAL,. K; not in every case.
Mr. McCoy. Is It not the practice, in large cities, to do a very ex-

tensive lot of advertising of articles that are for sale in retail stores?
Mr. BL0MIeoALU. You advertise all articles that are for sale in

retail stores, of course.
Mr. McCoy. I say extensive.
Mr. BLOOMIiODALZ. Not all proprietary articles.
Mr. McCoy. I am not talking about ppprletary articles. The ad.

vertising of the retailer Is done quite elaborately, Isn't it?
Mr. fW0011miODALE. Yes, air.
Mr. McCoy. With quite elaborate descriptions of goods?
Mr. BOOM0iDAuL At times.
Mr. McCoy. Generally, isn't It?
Mr. BWOMINGDALB. At times It is.
Mr. McCoy. You do not mean to say that It is not generally done?
Mr. BWOMUIODAUL. Some are elaborate, and some are not. Some

are simply plain statements and prices.
Mr. McCoy. Well, now, take the advertising in the Sunday papers,

for instance, that is very elaborate, Is it not I
Mr. BWoMmaDALm. Let me show you yesterday's advertising In

this paper.
Mr. McCoy. Well, I will simply assume, then, that It is yeelabor-

ate. Let us assumme, for the present, that it is very elabora e.
Mr. BwOm cODAL.. It is very extensive-perhaps we do not agree

on the meaning of the word "elaborate "-lut here is last evening's
paper, which I "ust happened to have, and I am going to take the
advertisement of Mr. Wannamaker, who has been largely quoted-I
want to see if we mean the same thing by elaboration. Take this
heading here (Indicating], this caption o a couple of inches is a
general-description of an American rug. Then comes the rest of the
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advertisement, with theprices and sizes. Now, that does show several
inches of advertising of rugs Is that what you mean by elaborate
advertising?

Mr. McCoY. No; I d0 not mean that. If you are going to refer
to Wanamaker, I would mean for him a two-page advertisement that
he would put into the New York papers. Now, do you mean to
say that advertisers do not elaborate to a considerable extent

Mr. BLOMINODALE. At times they elaborate,.certainly.
Mr. McCoy. Now, why is it necessary for him to go into elabora-

tion about a given articleI
Mr. DLOOMINGDALE. To attract attention.
Mr. McCoy. Now, isn't it a fact that when he advertises an Inger-

soll watch for 79 cents, that attention to that sale is attracted, not by-
his own advertising, but Ingersoll's advertising?

Mr. BLOOMINODALE. Then you would have to assume that in this
advertisement that the reference to the Ingersoll watch of a single
line is not elaborated at all. I do not assume that.

Mr. McCor. Is it not the very ordinary practice of advertisers of
retail goods to put in a very small advertisement of a well-known
article which has a trade-mark or name that has been advertised?

Mr. BLoomiNCDALs.. Sometimes they put out a very large adver-
tisement of the same thing.

Mr. McCor. Can you produce, for instance, a very large adver-
tisement of a retail dealer advertising such articles as Gillette safety
razors, Ingersoll watches, Kodaks an Kodak films?

Mr. BLOOMINGDALE. I think Kodaks and Kodak films are things
that have not been cut in price.

Mr. McCoy. I am only referring to a well-known line of articles,
such as are represented by these men who head this list of names.
Would it be your contention that the retailers, in advertising such a
well-known article as the Ingersoll watch and the Gillette razor, and
things of that kind, do not advertise it with less display than they
do an ordinary commercial article like silks, for Instance?

Mr. BLOOMINGDALE. I think at times the merchant gves such ar-
ticles greater advertising than he would ordinary merchandise

Mr.-McCoy. Can you produce instances of that kind in actual ad-
vertising .

Mr. BLOOMINODAL. I think so.
Mr. McCor. I should like to see them, if you can send them to us.
Mr. WELLS. I can produce them, if you want them-200 of them.
Mr. McCoy. I should just like to see some of them. Now, I

noticed on an advertisement appearing in a New York paper-I
think it was last Sunday--advertising a well-known article, in fact
three or four of them-I do not remember just what they were, but
the makes are well known and down at the bottom was a statement
that no mail orders would be received, no requests by mail, and no
telephone orders would be received; that no . 0. D. orders would
be sent out, and the customer could buy only one box, or one of the
articles. What is the purpose of that?

Mr. BLOOMINODALE. The purpose of that is that perhaps there is a
limited supply, and a customer coming to the store and finding the
supply preempted by those who did not come, but had sent their or-
ders by telephone or by mail would be dissatisfied by having been
brought down to the store and finding the supply gone. It is to give
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preference to those who come there in person, to those who have
taken the trouble to come to the store personally.

Mr. McCoy. Is the purpose of it to induce customers to come into
the store and buy other articles'as well?

Mr. BLOOMINoDAU. I.believe that every retailer would very much
prefer to have customers come into the store for their purchases, and
I believe the customer who comes to the store is regarded with
greater favor and gets greater consideration than the one who does
not.

Now, these questions with regard to the specify operations of these
stores, if you will permit me to say so, I think Mr. Rothschild or
Mr. Strauss can answer from personal information much more satis-
.factori!y than I. I do not know that I could give the information
as straight and to the point as they would be able to give it, and inas-
much as I know you want to get a picture of it just as it is, I suggest
that these questions of the actual working of the department store
be asked of those gentlemen, wh9 are engaged in that business and
will be able to give you much more authoritative Information than
I can.

Mr. McCoy. I think that Is a good suggestion.
Mr. N .woN. If by advertising one man gets a certain right in a

certain article, to control it by advertising, no other man may have
the right to sell it as he pleases, if it is all a matter of right by
advertising.

Mr. BwoomODAE.. I think the statements made this morning that
these enterprises have found that the only way they can do business is
through these distributing points in an admission that the proprietor
himself is not able to market his merchandise and bring results, and
that these stores are a necessary element in that marketing, and that
they do as large a part in bringing his product before the people and
supplying it to the people as he does by merely advertising it.

Mr. McCoy. Mr. Bloomingdale, do you know of any instances in
which there has been fraudulent advertising by the sn-called cut-ratestores

Mr. BLOOMINGDAL,. I do not think so.
Mr. McCoy. Was there not a case or an arrest recently made in

Newark N. J., on account of violation of some statute of New Jersey?
Mr. BiLOOMLKODALE. I think there was an arrest made in the State

of New Jersey of a fly-by-night concern that had been advertising
and claiming to have bankrupt stock for sale; a.concern that opened
and closed shortly afterwards. But my impression is that it was not
an established business at all that was involved, but simply a concern
which opened up. a temporary business and put up sensational signs
and used sensational advertisements.

Mr. McCoy. How about New York City? Have there not been
some prosecutions in New York City for fraudulent advertising, ifyou pleaser

Mr. BLOOMINODALI. There has been a law on the statute books in
New York State for the last 10 years, and during that time I know of
no prosecutions under it.

Mr. McCoy. Do you know of any indictments under the law at all ?
Mr. BLOOMINODALL I know of no indictments tinder that law.
Mr. McCoy. Was not one of the Siegel concerns at least investi-

gated under this, or something of that lind?
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Mr. BwOMiNODALU. The Sieel concern is being investigated at the
present moment by the Federal Government to see whether or not in
their advertising they have violated the-Federal statutes.

Mr. McCoy. .hat Federal statutes do you refer tot
Mr. BLoOMixoDAx. Fraudulent use of the mails.
Mr. McCoy. But not under the New York statutes?
Mr. BOoMINODALE. I think not.
Mr. McCor. And with the exception of the one instance I referred

to in New Jersey you do not know of any other case of prosecution
of any of these cases?

Mr. BLOOINODALH. I do not know of any other, and I think I have
kept track of them.

Mr. MORGAN. If I understood you, you admitted that if the mer-
chants were made agents and did not purchase the goods outright,
that then the manufacturer would have a right to fix the price at
which they should sell I

Mr. BwomiNoDALB. I said that in that case there would be some
moral right on the part of the manufacturer to fix the price.

Mr. MORGAN. The public would suffer just as much that way as
they would under the present conditions, would they not?

Mr. BWOmiODA*Lz..I think the public would lose the advantage of
(he cut price, but I was speaking then of the question of equities be-
tween the retail dealer and the manufacturer. It Is not fair for the
manufacturer to set his price for the retailer if they assume all the
risk of deterioration., the risk of bad debts, and the risk pf merchan-
dising. It may be that the exigencies of business will compel him to
sacrifice and raise more cash, and I say that in view of these things it
would not be right on the part of the manufacturer to regulate con.
ditions under whieh the retailer should sell those gogds.

Mr. MORGAN. Now, these large department houses-why is it they
are contending for this right to cut the price? Is that for the pubho
good or because they can use that for their own advantage?

Mr. 3OOMI3NoDALz. It would be idle to say that there is no per-
sonal interest in their taking the trouble to come down here and
contend for this principle. In their business they. have largely cut

pies, but they also fel-and I would not mention that except I
Believe it is necessary to throw light on this question-we feel that
the large retail merchants more nearly represent the general public-
I will not say the large retail merchant-I will say the retail mer-
chant more nearly represents the general public than any other in.

.dustry we have. We are the people that come in contact with the
general public. But there is hardly an individual who has sufficient
interest in a question of this kind to justify him in taking the time
and trouble and expense, pro bono publico, to maintain a propose.
tion of this kind. The people who would come here i that waY ar
publicists, people who take a general interest and are students of
public affairs. But the man in the store hasno particular motive
in coming before you and arguing these questions, and we feel that
we represen4 more than anyone else, the common interest of the
public in this question.

Mr. MOROAN. Now, most of the concerns you represent are really
very large concerns, are they not?

Mr. BLOOMINODALM Yes.
Mr. MORGAN. How much capital do they generally represent!
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. Mr. BW omN0DA1. It runs into many millions. I think that per-
bapu the 18 firms belonrlng to this association probably represent an
investment of seventy-five or a hundred million dollars.

Mr. MORGAN. What were their average sales during the year?
Mr. BWOMINODALE. I should say, on an average, $150,000,000.
Mr. MORGAN. For the 18 concerns?
Mr. BLOOMiNODALE. Yes.
Mr. MORGAN. Are those all New York City concerns
Mr. BILoomIoDAL. New York City and Brooklyn.
Mr. MORGAN. Those, of course, are practically all corporationst
Mr. wLopin&ODA1. No; some of them are corporations and some

of them are individual firms.
Mr. MORoAN. Now, you say they have an organization among

themselves?
Mr. BLOOmInODALU. Yes.
Mr. MORGAN. What kind of an organization is that?
Mr. BL OmiODALe. It is purely an organization to consider those

things that do not enter into the sale of merchandise. There is noth-
ing in the organization that touches in the slightest degree the ques-
tion of competition between them. It is in such questions as matters
of legislation here, or in Albany, where they have a common interest
and where they get together for the purpose of considering and dis-
cussing and presenting a solid opposition or favor, as the case may
be to any matter in which they are interested.

Wr. MOROAN. Those large concerns naturally tend to crowd out
smaller concerns, do they not?

Mr. BWOmiNODALz. I do not think the retail part of our city shows
that, for I think there is a very fair proportion of smaller concerns.
I think in the retail district of New York there are as few vacancies
as you will find anywhere. And I think the small store supplying its
neighborhood has its function just as well as the larger store has.
I do not think that it can be successfully maintained that the smaller
stores are crowded out by the larger ones.

Mr. MORGAN. Those 18 concerns are all dry-goods concerns, are
they?

Mr.'BLOOMIN0DAL. They are practically all department stores.
Mr. MORGAN. They all f6llow practically the same methods of busi-

ness do they not?
Mr. BLOOMINODALN. In a general way; yes.
Mr. MORGAN. Now, what is the real purpose for which they are

contending? Why do they want this privilege of cutting prices of
manufactured articles?

Mr. BLOOMINGDALe. Their purpose is that they believe that it is to
their advantage to be free in the fixing of prices of merchandise that
they have for sale; that while sometimes the profits on special mer-
chandise may be larger, they think that it is an attraction to the
public sometimes to mark them down. They frequently do that as an
inducement to bring people into the store, and in the handling of a
stock of merchandise made up of a great variety of articles they be.
lieve that they ought to be free to fix the prices for the general bene-
fit of the entire enterprise, and not be obliged to maintain particular
prices on special articles.
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Mr. MOREAx. There are only a few articles on which there is an
attempt made to fix prices ----...

Mr. RiL0oSINCDALE. No-, there are very many.
Mr. MoROAN. What is the proportion of those articles
Mr. BLOommODALr. I couki not begin to tell you, but there are

hundreds of them.
Mr. MOROAN. Suppose there are hundreds. Take a big store like

the one you represent, how many articles do they have in that store?
Mr. BLOOtmIDALE. I could not begin to tell you.
Mr. MOROAN. There are thousands, aren't there, so that these ar-

ticles really form a very small proportion?
Mr. BLOOMINODAL&3 They represent a very large percentage. If

you called proprietary articles only those that are advertised, you
fall very far short of recognizing all proprietary articles. There
are a great many things that are purely proprietary articles that
are not advertised articles. Much of the merchandise we have comes
under the name of the manufacturer. That may not be a factor in
the marketinipof the article, but to a certain extent it is a proprietary
article, and if this measure were incorporated into law, it would ie
just as possible for a man who makes muslin cloth, or the man that
sells anything on which ha may put his name, to restrict the price at
which it shall be sold.

Mr. NELSO;. What is the tendency, if you have noticed it, toward
increasing proprietary articles Is it increasing or not?

Mr. BLOOMINGDALE, I am not able to answer that.
Mr. NELSON. Let me ask you this question, then: If the law gave

the manufacturer of the proprietary article the right to fix its own
price to the consumer, would there not be a very great tendency to
increase the number of proprietary articles?

Mr. BLOOMNODAL&. I think that would be the inevitable result.
After the market had been established that restriction would not be
of any very great avail, because, having made the market, he could
advance his price without regard to the market or the retailer.

Mr. VoLsrm . If the producer could fix the retail price, would
that not greatly facilitate agreements between the producers to also
fix the wholesale price?

Mr. BJwOUmODAL I think that each producer would probably
fix his wholesale price according to the success he had in introducing
his article.

Mr. VoLmns. If he could fix the retail price it would have a
tendency to fix the wholesale price, would it not?

Mr. I3wOmixODAL. If he could fix the retail price, of course it
would be easy to fix the price to the wholesaler.

Mr.-VOLSyaD. If, on the other hand, there is competition in the
sale at retail, that would necessarily force him to base his wholesale
price somewhat with reference to the retail price?

Mr. BwoxmoDAL&. The main purpose of the producer of the pro-
prietary article after first having advertised his article so as to
create a demand for it, is to leave enough margin to Induce the re-
tailer to add the thing to his stock. If this advertising is extensive
enough to create a demand, the retailer has got to take the thing in
whether he feels like dealing in it or not, because we have to handle
the things the consumer asks for.
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Mr. NzusON. In these proprietary articles, is the chief element
advertising, or is it some superior excellence in the article itself?

Mr. BWOmiNODALE. It is purely advertising.
Mr. McCoy. I want to ask one more question, and then I am through.

You claim that the retailer ought to be able to make any price on
these moods that he sees fit to, because he takes all the risk. Now I
want to call your attention to ff. R. 18304, introduced by Mr. Ste.
vens of New Hampshire, found at page 385 of this print of bills, and
immediately before the sectional paragraph there lettered "D," in
which after going into detailed provisions, practically forces the
manufacturer who has sold with a retail-price agreement, to take
back the goods.

Mr. BL4OMINODAL. No; it simply give him the privilege of taking
back the goods.

Mr. Mc0oy. It give him the privileged
Mr. BWOmiNODAL& Yes.
Mr. MCoy. And if he does not exercise the privilege, then the

man who has bought with the retail agreement, can sell them at any
price he pleasest

Mr. BLoOmINoDAL. No; only in the event of his discontinuing
business or going into the hands of a receiver.

Mr. McCoy. Oh, yes I see that is farther on here.
Mr. BuWOmiNODALI,. There Is nothing to compel the manufacturer

to exercise the option, and the dealer can not call upon him to ex-
exercise it except under these two contingencies.

Mr. McCoy. -Yes; I guess that you are right about that.
Mr. BLOoMINDALE. He could not get rid of it in any way, he could

not realize on that stock at all; he could not go to his banker and
borrow anything on it as security.

Mr. MoRoAN.-Would you be willing for this arrangement if the
merchant bought these goods and then could not dispose ol them,
that he would make the manufacturer agree to take them back and
give him what he paid for them, or if he did not do that, then give
the retail merchant the right to sell them at any priceI

Mr. BWOOMiNGDAJ. The weak point in that would be that you
could bankrupt the proprietor, if a man should engage in business
and hold his merchandise until the market was pretty well saturated
with it. And then there are dull times when they would all come
bark at once, and that would be the same as going to the merchant
and asking him to take up all of his obligations at one time. I do
not think-lt would be possible for him, anyway, to make an agree.
ment to take In all the goods.

Mr. MORGAN. Then he would have to give the merchant the right
to sell at any price he wished.

Mr. BLOOMiNODAL. Then you might have two merchants along-
side of each other, one of whom had the right to cut the price and
the other did not, and of course the one who did not have the right
could not sell his article.

Mr. MOROAN. Ordinarily a business man would try, in good faith,
to carry out his contract agreement. It would only be in the excep-
tional cases that he would want to cut prices.

Mr. BLOOMiNoDA.U I do not think that would work In practice.
I do not think it could be carried out successfully.

Mr. Strauss would like to address you now.
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STATEMENT OP PEROY STRAUS8, REPRESENTING KAOY & C0., Op
NEW YORK CITY.

Mr. STAuss. I come here as the representative of the Retail-Dry
Goods Association. My firm Is R. H. Macy & Co., of Nev York
City. I stand for the principle for which my firm has contended
for for about 18 years; that is, to be permitted to pursue its business
legitimately, unliampred by those whose interests are claimed to
be antagonistio to'mlne.

I believe that one of the great re quirements of present-day com.
merce is to reduce the cost of distribution as much as possible. I
believe that is one purpose that we should all try to accomplish;
that the increase in price between the producer and the consumer
should be as little as possible. Up to the present time the agencies
which seem to have been most successful in producing that resulthave been department stores and mail-order houses because of econo-
mies in both directions. By saving in labor ana buying .in large
quantities they have succeeded in reducing the cost of doing busi-
ness very materially.

My firm is one of the first to stand up against the attempt of the
producer to regulate retail prices without regard to the desire of
he distributor to reduce that price to the consumer. The first at-

tempt, I believe, was made by the* publishers of books. We had
been selling books for some years at 98 cents; they were supposed
to be published at $1.50, were generally sold at $1.08, and we sold
them for 98 cents. Our reason was that we sold entirely for cash,
and having no accounts we claimed the right to give our customers
practically the cash discount.

The book publishers came back at us and asked us to raise the
price to $1.08. We refused. Disobedience to the dictates of organ-
Ized publishers and book sellers led to our being sued under the
copyright law. This litigation lasted for 11 years, and finally re-
suited in the declaration of the Supreme Court that we were strictly
within our rights in disposing of merchandise that we bought at a
profit satisfactory to us. Our success and that of others in selling
merchandise at prices at which we saw fit has led the defeated litf-
gants to come to Congress and ask more privileges that the courts
have declared to be contrary to public policy. That is why you
gentlemen are asked to enact this legislation allowing them to fix
the prices at retail. I have gone rather carefully over the testimony
of those who have been here--

Mr. FLoYD (interposing). What Supreme Court decision was
that Will you give us te decision?

Mr. STRAUSS. There are two of them-the Bobbs, Merrill Co. v.
Strauss (210 U. S.); and Strauss . American Publishers' Asso.
ciation. That decision was by the Supreme Court on December
1, 1918. The Bobbs-Merrill case, I maq say, is the foundation case
of all subsequent decisions of the United States Supreme Court,
which resulted in the denial of the right on the part of the producer
to control in the hands of the ultimate purchasers the retail price
of the article produced.

Mr. N oN. In that book case, did the publishers attempt to fix
the price of books for schools, also, to the retailers
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Mr. rAUSS. That is a different organization. That was at-
tempted, but we were not interested in that.

Mr. NELSON. The books you mention were novels and things of that"
kind, were they nott

Mr. SRAUSS. We dealt in all kinds of books, but it was on account
.of thb copyright that they brought this action against us.

Mr. NsLsox. Did the publishers attempt to fix the price of school
books?

Mr. WELLS. There was an organization that did that, but it did not
come under the control of the organization with which we were
dealing.

Mr.NELSoN. To your own knowledge, do you know whether that
.was so?

Mr. Srmuuss. I understand it was so. I may say that it was not
only school books, with which we were not affected, but Bibles, which
certainly were not copyrighted, and books of Shakespeare and Dick.
ens, which were not copyrighted books. The beginning of the war
was when we reduced the price of a novel which had been copyrighted
in 1835. An introductory remark had been prepared by some noted
man and the book was to be sold for $1.40, and we sold tit for $1.24
and thereupon the war was declared. The result was that we were
blacklisted-by the publishers of.all copyrighted books, and the deal-
ers at wholesale and retail were warned not to furnish R. H. Macy &
Co. with books of any kind. We were thus deprived of purchasing
books all over the United States, and the result of that was we had
to purchase through small dealers, and when the association found
that out they put these small dealers on the blacklist, and eventually
drove them out of business.

Mr. NRESoN. To what extent did the publishers' association control
the dealers in books?

Mr. S T.uss. The publishers' association is an association of pub.
lishers which organized what was called the Retail Book Dealers'
Association. These associations worked together harmoniously for
the purpose of establishing and fixing prices. They controlled on the
one side about 75 per cent of all the publishers in the United States
and oh the other side between 80 and 00 per cent of all the retail deal.
ers in books. I am speaking now not from assumption, but from the
proofs produced in court and found by the court.

Mr. GRAHAX. Was that because of the restrictions that arose
through combinations?

Mr. SRAuss. Through combinations, through the association for
the benefit of the members of the combinations, to protect prices.

I want to refrr now to the attack that has been made by some who
have come down here, and I wish to read from page 114 of the hear-
ing, on February 17 of this year, before this committee:

It has been common practice for dealers to sell well-known articles at prices
sometimes below cost, and to use them as leaders to attract prospective buyers
to their fraudulent bargain counters, where, upon the strength of the reduced.
price of the leader, they succeed In selling them something that repays them
several times the amount they lost on the leader.

My own firm seldom, if ever-with the exception of boqks-uses
these restricted-price articles for advertising purposes. We sell them
at prices which gies a satisfactory profit but we do not use them for
advertising purposes, and I want strongly to resent the insinuations
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of that kind, because I believe we are usually picked out as shining
marks among the price cutters.

Mr. McCoY. Nobody has mentioned your firm Mr, Strauss.
Mr. SmAuss. No; but I am perfectli willing 1o defend the attack

in this matter.
Now, in distribution there are usually three parties. There are

always three. parties, except by the introduction of another unneces-
sary one. They are the manufacturer, the distributor and the con.
summer. By the cutting of prices and the increasing oi sales thereby
the manufacturer is certainly not harmed, but he gets his profit out
of his sale to the wholesaler. The consumer can not be harmed be.
cause he gets his merchandise at a lower price. We are the third
party and we come here and we ask you not to restrict the prices.
The three parties are represented, and there can not be any harm at
all by this so-called cutting of prices.

Mr. NzEsoN. Have you ever noticed any proprietary business being
conserved by the cutting of prices?

Mr. SreAus. No; I have not. The Ingersoll watch is one article,
a copyrighted article on which I believe the price has been cut for
years. Ido not think it has been injured by any cutting of the price.

Mr. NzLsoN. You know of no business which -has a copyrighted ar-
ticle which has been demoralized because of any cutting of prices, do
youf

Mr. STRAUs& Absolutely none. I have heard it mentioned that
they would be hurt, but I-have never heard of anyone being hurt by
such prices. For instance, Lyon's tooth powder and listerine have
been sold for years at cut prices, and there has been no attempt by
the owners of these articles to regulate prices. They seem to be per-
fectly content to take advantage of all the advertising that the dealers
give them. The public gets the benefit of these prices, and the dealer
seems to be satisfied with them. There is no antagonism between the
department store and the small local dealer. Each has his own
function and the former in almost every case has developed from the
latter. For even the small or large local dealer there are certain
functions which no central store can perform. In New York the
small stores, I am informed are increasing in number, and districts
are growing up around the city, small communities which those stores
serve. All of the large stores in New York, without exception, have
grown originally from small stores. Some have come from other
cities where they have grown to considerable size but all the large
stores in New York City started originally as small stores. My own
store started in 1858 on Fourteenth Street, when we had only one
room.

Mr. McCoy. Now, take It right in the case you mention, like Lyon's
tooth powder, listerine, etc. Have you had any experience as to
whether or not it is hard to get those things in these small stores
that you speak about throughout the cit I

Mr. STiAuSS. I really never tried. I should not think it would
be because I think they get the same price as we do.
Mr. McCoy. I was not referring so much to drug stores in that con-

nection, but to concerns like Riker Hegeman. isn't the necessary.
effect, if they are cutting prices on these goods after the prices have
been fixed, they are selling at these very low prices to make busi.
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ness come to them and away from these little stores. So that while
you can buy tooth --powder in a little drug store up on Seventh
Avenue, it. is 20 to 1 that 50. people, wanting 50 different kinds of
tooth powder, would not be satisfi4d at these little stores.

Mr. Svmuss. I think to a certain extent all commerce is a conflict
between stores, whether in proprietary articles, or other articles.

Mr. McCoy. Yes, that is so; and nobody can stop it, that I can see.
But suppose Lyon's tooth powder, and all the other kinds of tooth
powder, had a fixed resale price which could be upheld legally.
Would not that fact make it possible to go away up on Two hun.
dred and seventeeth or Two hundred and sixteenth Street in New
York, away from any place-away from where Riker Hegeman
has a store-aiid get that article when you wanted itt Of course,
that man could afford to carry it, knowing that nobody else could
sell it for less than he could.

Mr. SRuuss. Yes but I am not taking the side entirely of the
small retail store. e is only one of the element& There is a fixed
price on Lyon's tooth powder, and there is one on listerino. It is
printed right on the box, but nobody expects-possibly at out-of-the-
own places they might get that price--but generally nobody expectsit to b soldat thatexactprice. My contention is simply this, that if you

could establish a level of price all over the country, without regard
to anybody, you might succeed in getting your Lyon's tooth powder,
and listerine, and so on, distributed through a lot of country stores,
but you would not accomplish the greatest good for the greatest
number. Our contention is that those organizations shich, through
development of modern commerce, have been able to reduce the cost
of doing business should not be hampered in getting their share of
business simply in order to satisfy a few manufacturers and a few
dealers In the long run the manufacturer is not going to suffer. He
is going to sell more goods, but the small, inefficient dealers are going
to-fal out.

Mr. McCoy. Right there. I was not so much concerned for the
moment, with the consumer as I was with the condition of the retail
stores, not only in large cities, but throughout the United States
Of coarse, the lower price in the case of the mail-order house is an
analogous question. Now, then, if the consumes? in the city goes to
the big drug store, because he can get lower prices, and if the people
throughout the United States in the smaller towns of the country all
go to the mail-order house, because they can get gods cheaper, what
becomes of the retailer of small-financal abi ty

Mr. STRAUSS. I should say he either wakes up or goes to sleep.
Mr. McCoy. He goes permanently to sleep, doesn't het
Mr. SnAus. If ie is Inefficient he does; yes. The inefficient retail

dealer ought never to have been in business at all.
Mr. McCoy. Suppose you took the dealer a couple of hundred

miles from Chicago in a small town of 500 inhabitants, will he not
be put to sleep by the mail-order house in Chicago if there is any
competition?

Mr. Snuss. Absolutely no; because there are many things that
the mail-order houses can not provide-things that they can not
provide at any less than he can but those things they con provide
at the best price, I think they will provide.
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Mr. NKLsoN. Will you name any article of merchandise that mail-
order houses do not handle?

Mr. Smuus. All sorts of perishable articles. There are certain
requirements of local stores which they meet end which mail-order
houses can not meet at all. For Instance, if a man needs an article
of wearing aparel he can not write to the mail-order house and
wait for It. 'Ie goes to the local store and gets it, and the small
merchant will be able to compete with the larger house when he
eliminates his inefficient neighbor.

Mr. NELsoN. Will he be able to compete with the mail-order house
on those articles that the mall-order house handles?

Mr. STmAuss. I am not able to say about that, because I have lived
in the city most of the time, and I can simply judge from what I
have seen. The smaller store in the city does live and does prosper
right next to the big store. We have no antagonism to the small
store whatever; they-both serve their purpose.

Mr. VoLsmEAD. The small stores that survive are largely grocery
stores, aren't they?

Mr. Smuss. No; you will find lots of small stores in New York
that cater to neighborhood trade.

Mr. FwoYn. Let me. ask you this question: If there is a retail
dealer who Is handling 100 articles or 60 articles that are handled
by the mail-order house, and the mal-order house is cutting prices in
order to make a profit, and you tie the hands of the retail dealer so
that lie can not cut prices and compete, will not that tend very
strongly to drive him out of business more than any competition
you speak of against him?

Mr. Snuss. I think most assuredly if he can not compete he
must be driven out of business. He will be able to compete If he is
given a free hand. Of course, the inefficient will have to drop out
always.

Mr. FLOYD. If the manufacturer Is given the privilege of fixing
the price and you lower that particular price 10 cents, or 2 cents,
or anything below that p rice it will induce the purchaser to send to
the mail-order house tobuy It, and will not that tend more effectu-
ally to drive him out of business than any competition you could set
up against himt

Mr. Snus. I think so. That is the worst point of the competi-
tion. But It seems to me that to a certain extent we are wasting
sympathy on'the small dealers trying to bolster up the Inefficlent
The efficient dealer does not require any help.

Mr. McCoy. Do you reckon that the conditions of getting what you
want is of any advantage to the consumer-getting it conveniently
and quickly?

Mr. SmAuss. Do I reckon that it Is an advantageI
Mr. McCoy. That It is an economic advantage or the consumer to

be able to get it conveniently?
Mr. Smauss. Most anything that he wants, I suppose, it is an

economy to him to get easily.
Mr. McCoy. I mean the advantage to him of getting At efficiently

and quickly. Is that an advantage to the consumer?
Mri. STKAMt. I think so, without any question.
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Mr. McCoy. Then if you centralize the retail trade largely in the
big stores or mail-order houses, do you not deprive the consumer of
that which you admit is an economic advantage to him?

Mr. STAUss. But my contention is that you will not better it1 ex-
cept within this limitation. I do not think you will ever center it in
certain articles. There is a certain function which these small stores
must perform.

Mr. McCoy. Take it on articles of food, which the manufacturer
miaht want to sell at a fixed retail rice.

mr. SpAuss. For instance, what
Mr. McCoy. I do not know that I know of any just now-the

Washburn-Crosby flour, for instance. I do not know whether they
fix a retail price on that.

Mr. SmAuss. No; I do not think they do.
Mr. McCoy. How about the breakfast foods?
Mr. STRAuss. No; they have tried to do that, but have never suc-

ceeded.
Mr. McCoy. You say they have not succeeded. Now, then, sup-

pose I wanted to get Smith's corn flakes, and I lived in some inacces-
sible part of the city or out in the country and I should go to the little
store. I could not get them. Why? because it can not afford tocarrythemi

r.. S~ ss. He can afford to carry it, simply because there are a
certain number of people in his neighborhood willing to pay 10 per
cent more for being able to get them immediately.

Mr. McCoy. You just give him that advantage.
Mr. STAuss. I do not give him any advantage. I do not claim

ay particular advantage, except the Pdvantage of natural conditions.
There is a definite function for the small dealer, no matter how large
the department stores or mail-order houses may grow. As a matter
of fact, the general store more nearly competes with him than does
the department store or mail-order house. For instance, in New
York there are chains of grocery stores. They go right into a neigh.
borhood and to a certain extent they do a neighb.rh6od business, and
everybody in that neighborhood has the benefit because they can buy
merchandise cheaper.

Mr. McCoy. It provides a neighborhood store all over the city
Mr. SMAUSS. Yes; and if they are able to provide stores in all the

neighborhoods I suppose the small man will have to go by the board.
I merely want to make one point more, and that is that legislation

of the kind asked for does not benefit the consumer and does not
benefit the distributor, and the benefits which it may give to the
manufacturer it gives to him by merely fastening on him the ele-
ments of monopoly, which, I think, are extremely dangerous. If the
manufacturer of any article is able to create a demand for it-sup-
pose, for Instance, Armour's ham. Armour makes what is called tihe
a Red Star ham," and under this bill if he were able to advertise
that largely and restrict the price on it, he could create a demand for
Armours ham and absolutely prevent anybody else from coming in,
because he can control the source of supply and method of distribu-
tion, and I think it would force a monopoly almost impossible to
overcome. I do not think there is any danger in safety razors, or
things of that kind, because if he can not buy the safety razor, he
can buy the ordinary kind.
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Mr. McCoy. If there was any danger in the safety razor it would
not be sold.

Mr. Sm use. I think the danger is in having it include many ar-
ticles which are in common use and in which a monopoly might be
established.

Mr. McCoy. There was a Mr. Garst, I think his name was, yester-
day who was contending for the right to fix a retail price on a porch
shade. He said that all he was contending for was the right to ay
at what price his "name" should be sold. He said, "If they wil
take my name off of that porch shade, I do not care at what price
they sell it." Do you think there is anything in that contention

M/fr. Smuss. They do not all feel that way, because I know at
different times different people have tried to compel us to uphold the
selling price-not of their name-and we have taken the name off and
that would make them particularly angry. In a patent case we were
charged with that very thing.

Mr. WiNs. That was considered the crime--removing the name
from the bottle.

Mr. McCoy. What is the relative cost, if you can estimate it at all,
of doing business in a large way, such as your concern does it in
the heart of the retail district-we will say in New York City-and
away from the big centers? Have you any figures on that?Mr. Smus. No. I suppose I could guess just as well as you
could on that, but I could not give you any distinct figures. The
cost of doing busiess varies considerably, even as between stores of
like nature, and in the city of New York, within the past two years,
we have seen a good many failures in department stores. I do not
think the department stores, however, should come here to ask for
special legislation to improve their present condition.

Mr. NELSON. Can the department stores sell goods at less profit per
item than the small ordinary retail store?

Mr. Smuuss. I think they can without any question.
Mr. NELsox. It has been contended here that the cost of distribut-

ing goods by the mail.order house and the department store was
larger than in the ordinary store, the ordinary small retail store.
What have you to say about that

Mr. STRAuss. I can tell you simply this: Take the item, for in.
stance, of rent. The large store estimates 2J to 8 per cent for rent,
Now, no small store can begin to do business on that basis. And
in buying such things as Gillette safety razors, Ingersoll watches,
etc., we will save from 25 to 30 per cent over the smaller store. When
bicycles were all the rage, for instance, and were selling for $125, we
entered into the manufacture of bicycles, and we turned out a bicycle
in every way as good as the standard bicycle and sold it for $29.14
and made a good, stisfactory profit.

Mr. NEuSox. Isn't your ability to sell cheaper than the retailer
due to the fact that you buy in very large quantities and get a better
prices

Mr. STRAuss. In part. There are economies all along the line,
economies in management, economies in delivery, economies in adver-
tising; and, also, one department helps the otFhr. In a store which
has 90 to 100 departments, it is not the actual profits made by the in-
dividual department that counts, it is, to a certain extent, how much
that department helps the whole store. For instance, there are many
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stores in New Mork City that have restaurants, and I think a few of
them have restaurants that actually pay. But it is an advantage to
the customers to be able to take their meals there and continue their
purchases after lunch. They consider that as advertising, and in
that way this department helps the others.

It has been contended here that in order to make up for the very
small profits which they make on the articles on which they cut the
price, the department stores increase prices on other things. But
hat is obviously not true, because the small neighborhood store

would certainly undersell them if they did. g
Mr. NE oN. What influence on your per cent of profits has the

parcel-post law made
Mr. STmAuss. I could not tell you that. We are looking into the

parcel-post matter now. The parcel post, to a very large extent, is
not helping us as much as it might, owing to the inherent difficulty in
conducting a new business such as this has taken over just now.

Mr. NELsozi. You mean that you have increased your business so
much nowf

Mr. STnAuss. No; they have increased their business so much, and
they are not able to handle it-the Post Office Department, I mean.
During the late blizzard in New York our automobiles were tied up,
and we sent out everything that we could by parcel post. Those
packages that went out paid we heard nothing further about, and I
suppose they were received in good condition. But the merchandise
that we sent 0. 0. D.-of course there was a certain proportion of It
that was not accepted by the customers; and what came back to us for
that reason came back in such condition that it was absolutely un-
salable. So to a certain extent we are not able to use the parcel
poet, but I think those things will be overcome in time.

Mr VoUSMI . Are you using it now, to a certain extent_
Mr. STmAuss. We are using it now to a considerable extent, but I

can not tell you just how much. Still, we are doing an express busi-
ness very largely. It is very hard to overcome the prejudice among
those who have the handling of that business. They have a preju-
dice against the mails in favor of the express companies; so not
through any dishonest intention on their part at all. It is merely
that they feel that the post office isnot able to handle the merchan-
dise as well as the express company.

Mr. VOLmAD. Do your stores sell to the retail trade?
Mr. S=rAUss. No; only to the consumer.
The CHAIRMAN. We will take a recess at this point for 30 minutes.

AFTER RECESS.

The committee reassembled pursuant to the taking of recess.
The CHAIRMAN. We will hear-first this afternoon from Mr. Park-

man and Mr. Brock, of Boston. You may proceed, Mr. Parkman.

STATEMENT OF MR. HENRY PARKVAZN TREASURER OF THE
PROVIDENT INSTITUTION F0 SAVINGS IN THE TOWN OF
BOSTON.

Mr. PARKMSAN. Mr. Chairman and gentlemen of the committee,
my name is Henry Parkman; I am treasurer and executive officer
of the Provident Institution for Savings in the Town of Boston.
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We are very proud of the last part of that title because it was
founded before Boston became a city, i 1.10, and it is the oldest
incorporated mutual savings bank in the United States. -

I am here with my friend Mr. Brock, of the Home Savings Bank
of Boston, as a committee here representinS the 193 mutual savings
banks of Massachusetts, assuming that this committee, in Its final
draft will amend the tentative bill No. 3, which is now before the
committee and I assume from the fact that it is described as a tenta-
tive bill, that it is the desire of the committee to receive suggestions,
and it is their desire to right the wrongs, which I would agree to as
much as anybody, not to interfere with well-established institutions
which are not doing any wrong.

I understand that there have already been hearings before the
committee with regard to mutual savings banks and therefore I will
not go into the question in detail at all as td what a mutual savings
bank is and how it is distinguished from the other savings bani-,
except to say that the mutual savings banks are purely charitable
institutions. The y have no stock no shares, as a great man of the
savings banks which have been founded in the West have had. A
geat many of those institutions have stock and are a moneymaking
institution for somebody, but the only money making of these mutual
savings banks is for the depositors themselves-that is, the people
who put their money Into the savings banks. There are no share-
holders to take our money..

.ll moneys after the semiannual dividends are declared on the pass
books, if there is sufficient to declare dividends, go either to the guar-
antee fund or for extra dividends to the depositors, when there are
enough funds to do that. I *ant to brig that home to you as strongly
as I can, that these are charitable institutions for the benefit of the
wage earners, the laboring classes, and that class of people in the com-
munity who can not take care of their money as well as those who are
more thoroughly acquainted with financial matters .

If I may read from the little pamphlet which we give with all our
pass books, and which is sent to every person who desires to make a
deposit, I think this will show you our object as clearly as anything
else can. It says:

This Institution was Incorporated December 18, 1816, and the charitab, object
of Its founders and Its present design Is to afford to those who are desirous of
saving their money, and who have not acquired sufficient to enable them to avail
themselves of the usual modes of safe Investment, the means of employing
their money to advantage, without running the risk of losing It, as they are
too frequently exposed to do. by lending It to Individuals. It Is Intended to
encourage the Industrious and prudent and to Induce those who have not hith-
erto been such to lessen their unnecessary expenses, and to save and lay by
something for a period of life when they will be less able to earn a support.

The trustees will take no emolument or pay for their service, having under-
taken It solely to promote the Interest of the class of persons above described
who may deposit their money with the Institution.

The trustees will perhaps correspond somewhat with the directors
of other banks. They will take no pay for their services, having
undertaken to take care of the interests of the persons above described.

By the laws of Massachusetts no one can make a deposit in a mutual
savings bank of over $1,000. This can accumulate, by the addition
of dividends, up to $2,000, but beyond that sum no person can have
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a deposit in any one savings bank. My friend, Mr. Brock, will give
you some statistics on that stbjeet.

The Congreso of the United States has already reoized the fact
that these mutual savings banks'are charitable institutions by incor-
p orating them by special name with other charitable institutions-
Knights or Pythias and such organizations-in the income-tax bill
and exempting them from the payment of any tax on the income
which they receive and which is distributed to their depositors. So
that, as I say, Con.ress having already recognized the fict that these
are charitable institutions, we come to you and ask that you also rec-
ognize that fact more especially in bill No. 8, which is before your
committee, and in lines 14 15, 16,17, and 18, on page 2 of that bi I, in
the second section of bill A*o. 8, where it says:

And a private banker and a person who is a director In any State bank or
trust company, not operating under the provisions of the said nct,-shall not be
eligible to be a director in any bank or banking assoclallon or trust company
operating under the provisions of thq aforesaid act.

So, Mr. Chairman, we ask you to adopt an amendment which will
be suggested later by Mr. Brock. We ask you to do that because of
the fact that the trustees of the savings banks and the boards of
investment, who invest the funds in the securities in which they are
allowed to invest by the different States, try to I* selected from per.
sons having financial knowledge, and therefore a great many of
them are already directors in national banks or directors in trust
companies. Such persons, with their financial knowledge, are most
valuable members of our boards of trustees and boards of investment,
and therefore it would hurt the mutual savings very much if by any
act of Congress we should be deprived of their services, which are
voluntary services, charitable services, giving to the institution as
they would give to a hospital or any other generally recognized
charitable institution. We would lose very much if we were de-
prived of the services of such persons.

Mr. VoLman . Do you believe that would be true in the large
cities?

Mr. PARKMAN. r think it would be true in the large cities as well
as in the "small places.

Mr. VOLSTAD. We amended the banking and currency act so as
to allow national banks to loan money on real estate, and is it not
true that with that amendment the savings banks are, in a measure
at least., competing with the national banks in reference to that class
of loans, and would it be the proper thing to have an officer or diree-
tor in one institution who is also an officer or director in another,
when there might l a temptation to play one against the other?

Mr. PARRMAN. I think the practice is, generally, that there should
be one or two men on the saving.banks boards who are especially ac-
quainted with real estate. Theymight also be in the national-bank
boards, but I will say as at first organized I should not fear the com.
petition of national banks in relation to mortgages, but because as
at present constituted they do not know so much as the savings banks
do, which have had so many long years' experience as to what is safe
to take.
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Mr. VoismPaD. I think one thing which has been in the minds of
those who drew these bills is to prevent men from serving two mas.
ters, as we sometimes use the expression.

Do you not believe that that policy ought to be embodied in some
form in the law? Would you suggest any other way by which we
might prevent one persn from acting in a double capacity where his
interest might be greater in one than in another bank?

Mr. PAnRKuAN. Of course I understand it is the desire or the pur-
ose of the legislation to prevent one man from serving two masters,
ut I want to call your attention to the fact that in the history of

the savings banks of Massachusetts, with which I have been familiar
for the past 80 years, I have never heard so far as the character of
the gentlemen who are connected with N savings banks are con-
cerned any suggestion in the public or private prints-

Mr. VounAi (interposing). But is it not irue that there has prac-
tically been no competition, because they could not invest in the same
kind of securities

Mr. PARKMAN. There has been great competition with the savings
banks with regard to mortgages, between trust companies, who have
been allowed to take them. There has been some com etition for a
long time, but I have never heard of any case in any of the hearings
before the Legislature of Massachusetts in which the integrity of the
trustees of a savings bank, who may have also been connected with
the other banks, has been called into question.

Mr. VOLSTzAD. Do the savings banks keep deposits in the national
banks?

Mr. PAntKMAN. Yes, sir; they have to keep a deposit in the national
banks, of course, to meet the current payments which may be called
for day by day. The total amount of the deposits of the savings
banks of Massachusetts in the national banks and trust companies
of Massachusetts, according to the latest statistics, is only 1.80 per
cent of their total investments. That is only what they keep for
their running calls, which they have to use from time to time. The
habit of the Massachusetts savings banks is to pay on demand. We
are allowed a 90-day call, but it is the habit of the Massachusetts
savings banks to pay on call and therefore a certain amount of cash
has to be kept in the till, Q also in the national banks, where it can
be had readily to meet that call, but that is only 1.8 per cent of the
total deposits.

Mr. VOWsTEAD. Of course, where a savings bank and a national
bank have a common director or several common directors, the
chances are that the deposits wilA be made in that particular national
bank; is that not true?

Mr. PARRMAN. Yes, sir; there would be a chance of that kind, of
course. I want to meet that question perfectly fairly, but, as I say,
I do not know of any case where it has been abused.

In Massachusetts the savings banks have been allowed to invest
in bank stocks, and therefore their deposits are very largely kept in
the banks where they own stock themselves, because that is for their
advantage. But interest is paid on these deposits.

Mr. McCoy. It has been suggested, Mr. Parkman, that an abuse
might exist in having a common directorate in the way of giving
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undue preference to certain securities--to the purchase of certain se-
curities which the saving banks are allowed to invest in.

Mr. PARKMAN. I can not say that I have noticed anything of that
kind in my experience, and I have not known of it in any other bank.
The securities in which the savings banks are allowed to invest are
pretty firmly fixed by law; that is, as to what we can invest in. The

ank commissioner of Massachusetts sends out every year a little
pamphlet showing what railroad or municipal bonds and what other
securities are allowed by the law of Massachusetts, and the number
of these is very limited.

Mr. McCoy. And those are never, I take it, securities which are
involved in any flotation scheme?

Mr. PARKMAN. No; they are all, generally, first mortgages and
railroads but nothing of the kind to which you refer.

One of the features is that they must have paid the dividends on
their stock for 10 years at the rate of 4 per cent before we are allowed
to invest in any of the bonds.

Mr. VOLSteAD. Are you allowed to invest in any stock except bank
stock?

Mr. PAnUMAN. No, sir; that is all. That is somewhat historical,
if you may say so, because that comes down to the early days of the
institution of savings banks. I think Massachusetts is the only State
whieh has allowed them to do so.

Mr. VOLSTEAD. Have you any record of losses in those savings
banks?

Mr. PAURMAN. Of what?
Mr. VOLSTEAD. Of losses that have occurred.
Mr. PA KMAN. I think that can be furnished. You mean on any

special line of securities?
Mr. VOLSTnAD. Yes.
Mr. PARIMAN. It can be furnished very readily. It will take a

little time to make it up, but I will be glad to have it furnishedto Vol],kr. MiTiuL. Your chief argument is against this proposition,

which would mean the loss of the services o? these valuable men in
your bank?

Mr. PAaicuAx. Yes. In order to show you the nature of these
institutions I am going to give a specific instance in regard to the
organization of a savings bank which I know about, which was or-
ganized five years ago in the town of Milton, a town quite close to
Boston.

There were one or two big factories there, and the people living
there in that old town of Milton made up their minds that the op-
eratives of the factories had no place to save their money, and they
were 8 or 4 miles away from the nearest savings bank. Those
people got together and they subscribed to a fund to lay expenses
of rent and other things for three years, strictly as a charitable propo-
stion until the savings bank could get on its feet. I merely men-
tion that as an instance in order to show how almost all the sav-
ings banks were started. Almost all of them were started in that
way, and if I may be allowed now, I would like to read a letter from
the banking commissioner of the State of Massachusetts, Mr.Augustus

. Thorndike, who was appointed bank commissioner two years ago
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by Gov. Foss, and I wrote him asking his opinion on the bill which
I am just discussing. In reference to that he says:

COMMONWEALTH OF MA58ACUBSEre,
OlCZvc 0F THE BANK COMMI8IONrn,

Boston, March 4, 1914.RsNBr PAnKMAN, Bsq.,
Treasurer, Providen Inetifftton for Savings

it the Town of Boston, Baten Mass.
DrA Sts: I have received your letter of February 28. asking my opinion

regarding the proposed "Interlocking directors" bill now before the United
States Congress.

In reply I would say that In my opinion It would be an Injury to the savings
banks of Massaeusetts It the proposed bill should be enacteL It tppeavs to
me that our mutual savings banks and national banks are not competitors, but
are the complement of each other. Should directors of national banks be un-
able to act as trustees or members of the board of Investment for savings banks
It would practically deprive our savings banks of the only practical nd efficient
financial judgment that would be available to them In very many communities.

The people of Massachusetts have nearly a billion of dollars Invested In say.
Ings bank deposits In this Commonwealth.

N'o harm, to my knowledge, has ever come to the savings banks by reason
of directors of national banks serving In the management of savings banks. I
believe It Is for the benefit of both Institutions that financial men should have
to do with the affairs of each. I certainly believe that so great Interests as
the people have In our savings banks should not be jeopardized by depriving
them of the benefit of the services of the only men who have the financial
judgment to serve them.

Very truly, yours, Avauiu L TfonmiNKu,

Bank Oommtsfoer.

Mr. I-lMNiY. Is your concern incorporated under a special lawI
Mr. PAREMAN. Our bank was the first savings bank started in this

country, and the law under which we were incorporated was a special
law at that time.

Mr. FrTzlIzraty. A special act of the legislature?
Mr. PaKMAN. Yes.
Mr. FiTzHENRY. Are tll similar institutions incorporated in the

same way or have you a general law under which they can be in-
corporateA y

Mr. PARKMAN. We have a general law now under which they
can be incorporated. Anybody who pnts to Incorporate a savings
bank has to make application to the commission consisting of the
bank commissioner of the State, the treasurer of the Commonwealth,
and the tax commissioner. They have a hearing on that question
and then the commission decides whether or not they shall be allowed
to incorporate.

Mr. F'iTzHENRY. How many trustees have you?
Mr. PARKMIAN. We have 86.
Mr. FITzHENHY. How many are provided for in each institution

under the general law?
Mr. PARKMAN. They vary.
Mr. FrTzHEWRY. That is optional with the incorporators?
Mr. PARKMAN. I think they must have 12, and they can have

as many more as they want.
Mr. FTzHENRY. How are they elected
Mr. PARKMAN. There is a body of incorporators. The incorpo.

raters are a self-perpetuating body.
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. In my institution-I am more familiar with the details of that
i-stitution than any other--we had 136 incorporators. Those in-
corporators have an annual meeting. They elect from their own
number a president and 36 trustees. Those trustees have a subse-
quent meeting and they elect 8 members of the board of investment,
and that board meets every week and invests the funds of the in-
stitution.

Mr. Fln HzNay. How are those incorporated selected, and how
are their successors provided fort I suppose the incorporators were
originally the men who incorporated the bank. How are their suc-
cessors provided fort

Mr. PAUKMAN. I think the practice varies in different banks.
Our practice is this: As the incorporators died somebody would
look over the lists to see who was the best person to be added to the
incorporators to carry on the ideas on which the institution was
founded.

Mr. FiTzHENRY. You mean somebody representing the surviving
incorporators, or somebody representing the depositors

M r. PA KMAN. The surviving incorporators.
Mr. FtrzHExnR. Do the depositors ever have anything to say

about the management of the bank
Mr. PARIMAN. No.
Mr. FiTzHENRY. That is limited entirely to the incorporators and

the successors of the incorporators who are selected by the surviving
incorporator.?

Mr. PAuuwAN. Yes.
Air. FITzHENRY. Whenever there is a vacancy certain persons are

invited to fill the vacanciest
Mr. PARKIAN. Yes, sir.
Mr. FiTzHsny. And they elect the trustees
Mr. PA1 UICAN. Yet.
Mr. FnzHEsnY. And the trustees elect the investment committee
Mr. PARKMAN. Yes, sir.
Mr. FiTzHENRY. And nobody received any compensation?
Mr. PARKMAN. No, sir; that's, excepting the working force of the

bank. 'he treasurer, for instance, receives compensation.
The CIIAmAw. Those who constitute the clerical working force,

you meant
Mr. PARKMANm. Of course we have to have a working force, and

the working force has to receive compensation. We have 80 clerks
in our bank.

Mr. FITZJENRY. You have a salaried manager of some char-
acter?

Mr. PA&KM2rA. I am the salaried manager.
Mr. NELSoN. Is there anything in the articles of incorporation

which restrains the incorporators from voting compensation to
themselvest

Mr. PARICMAN. Pride in our organization restrains them. The
trustees take no remuneration, and we have always followed that
principle.

Mr. VoLTEAD. Is there any responsibility on the part of the in-
.orporators for the amount that is being deposited-any personal
liability on the part of the incorporatorst

Mr. ]PARKMAN. You mean personal responsibility
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Mr. VOWTEAD. Yes, sir.
Mr. PARIKAN. No, sir.
Mr. VOLSTEAD. IS there any personal responsibility on the part

of the directors?
Mr. PARKMtAN. You mean the trustees?
Mr. VOLSTEAD. Yes.
Mr. PARKMAx. There is no personal responsibility, but there is

plenty of law to cover the case, if they do not do their duty properly
and honestly.

Mr. VOLStEAD. The same responsibility which would rest upoa
anybody who went in and stole the funds|

Mr. JARKMAN. There has been only one case in the more than
80 years, during which time I have been connected with the bank
where the treasurer of the concern went to jail.

Mr. NELSO.N. These banks you speak of are in the city of Boston?
Mr. PARKMAN. They are all over the State of Massachusetts;

there are 103 of them.
Mr. NEIsox. Are they in cities of over 100,000 population?
Mr. PARKMAN. Cities of over 100,000 population, and in towns of

over a thousand population.
Mr. NELSON. Have you suggested any amendment to this bill?
Mr. PARKMAN. Mr. Brock will suggest an amendment.
Mr. FIT.ZIUNRY. Did I understand you to say that a man can

not deposit more than $1,000 at any one time in your savings bank?
Mr. PAURMAN. In any one bank.
Mr. FiTzHENiY. Nobody can have more than a thousand dollars

depsited in your bank
Mr. PARKM.A% . No, sir; of course, it can accumulate up to $2,000.
Mr. MOROAN. What rate of interest do these banks generally pay?
Mr. PAAN . They are paying now about 4 per cent. 11 pay

a heayv tax to the State of Massachusetts, but the average dividends
are abot 4 per cent, which is free from any other tax under the
Massachusetts law; under our law the savings-bank depositor is
free from any tax.

Mr. MORGAN. ave you any savings banks in your State which
are not mutual savings banks?

Mr. PAr.HA1A,'. No, sir: there are none at all. Some of the trust
companies have savings departments, and there are so.called savings
banls which are not mutual. The mutual savings bank has been
an institution in which the State of Massachusettshas taken a great
deal of pride.

Mr. 1. oISO. Do you invest the funds in railroad stocks and bonds
very extensively?

M1r. PA KMA-. The average investment is about 50 per cent in
mortgages in the State of Massachusetts.

Mr. MITCirLL. Those are mortgages of all kinds?
Mr. PARKI MAN. Yes. The average mortgage in Massachusetts runs

about $3,500. We have some in our bank for $500, and we also have
some for $500,000. That is to say, mortgages on real estate.

Mr. NvEsox. Itailroad mortgages?
Mr. PAInV.NAN. If I remember correctly, we have about 20 per cent

in railroad bonds and about 25 per cent in State, city, and town
bond's.

Mr. MORGAN. What is the amount of your deposits?
74414-VOL 2-14----a
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Mr. PARKMAN. Our deposits amount to $51,000,000. We have
105,000 different depositors.

I would like the committee now to hear Mr. Brock.
The CHAIRMAN. We will be'very glad to hear Mr. Brock at this

time.

STATEMENT OF MR. GEORGE 3. BROOK, PRESIDENT OF THE
HOME SAVINGS BANK, BOSTON, MASS.

The CIAIRMAN. Will you please give your name, your occupation,
and your address to the reporter, Mr. Brock.

Mr. BRocK. My name is George E. Brock; I am president of the
Home Savings Bank of Boston, and its executive officer.

If my memory serves me correctly, there are about 00 of these
mutual savings banks in the entire country. The greater portion of
them are East of the Allegheny Mountains. Massachusetts has about
one-third of the total number.

The CHAIRMAN. You are speaking now of the mutual savings
banks?

Mr. BROCK. Yes; banks which have no capital stock. There are
open accounts in the Massachusetts savings banks of 2,066,2619
that is, there are that number of individual depositors in the mutual
savings banks of the State, and they have on deposit $810,000,000,
or an average per depositor of $381.

This vast sum of money is in charge of about 3,500 people who
are known as trustees. Of that number about 750 or 800 constitute
what is called the board of investment.

Now, if this bill goes into operation, it will throw off of our board
of trustees about one-third of the members, off the boards of invest-
ment about 45 per cent.

It should be understood that the boards of investment in these
savings banks constitute what might well be termed the bone and the
sinew of the savings banks of our Commonwealth. They are men.
who are carefully selected, and from the nature of things, naturally,
they are men who are connected with other financial institutions.
Right along with this I think it is well worth knowing that the laws
*of our Commonwealth already tried to protect the savings institu-
tions from just such a thing as you are trying to protect them from.
The laws provide that no executive officer OF a savings bank in the
Commonwealth of Massachusetts can be an executive offcer of a trust
company or a national bank. The laws also provide that our bank-
ing business must be carried in rooms apart from a national bank
or trust company.

Now, you are trying to correct abuses. I want to repeat what
Mr. Parkman has said. In almost 25 years of experience in the
savings-bank work, I have never vet heard a complaint made of the
board of trustees or the boards f investment, any complaint that
they have been guilty of attempting to carry on that institution for
the benefit of any particular national bank or trust company.

As indicating that they have not (lone that, of this vast sum of
money only one and three-quarters per cent is deposited in the na-
tiona Ibanks.

There is the only spot where these men might or would probably
use the savings-bank business to fatten up their deposits of their
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particular institutions. But the national banks only carry about
one and three-quarters per cent which is not an excessive amount to
carry when you bear in mind, as Mr. Parkman has told you, that we
endeavor to pay everybody on demand, even In the case of a panic.
Even in the case of panics I think most of the savings banks in the
Commonwealth of Massachusetts have been able to pay their de-
positors when they demanded the money.

Mr. NKEsoN. Do they surrender their interest then?
Mr. BRocK. The interest is paid once in six months, and the money

which is drawn out in the intermediate periods forfeits interest, but
as a matter of fact most of the people wait until the interest is de-
clared and then come iii and draw out their money. Now, it has been
pointed out what these institutions are. We have come down here to
tell you what we would like to have you do for us. 'Iis is the sug-
gestion that we make, that you put in the bill this paragraph:

Nothlg herein contaitued shall apply to directors stud trustees of mutual
savlngs batiks not having a capital stock rejiresented by share.

I believe something similar to that was incorporated in the cur.
rency bill. If there are no questions which you desire to ask me, I
will 'be glad to say "amen" at this time.

Mr. I'4TZHENRY. That would limit the exemption to mutual sav-
ings banks?

Mr. BRoCK. Yes, sir.
Air. FiTztlenRY. Do you not think in States where they do not

have mutual savings banks but where the national banks are rejuired
to organize State trust ana savings banks for the accomniodation of
their patrons and operate them in connection with their national
banks, that they ought to have some consideration f

Mr. BROCK. Tie difference, I think, between the two institutions is
this, that the profits of these mutual savings banks go wholly to the
depositors. I think in the case of the stock banks, all that is made
over and above the amount the bank pays goes to the stockholders of
that bank. I think that is a distinction.

Mr. Voww.rtE . In one instance you are acting entirely for the bene-
fit of the depositors and in the other instance you are acting partly
for yourself and partly for others?

Mr. BROCK. That is the idea.
Mr. VOLSTEAD. Is this not true, that these savings banks purchase

bonds from national banks
Mr. BRoCK. Those bonds in Massachusetts are purchased almost

entirely from private bankers. Now, to what extent private bankers
sit on boards of investment I can not tell you. I know we have none
on our board. Men who are on our boards of investment are direc-
tors in national banks and trusi companies, but they do not sell those
securities. I do not remember in all my experience of ever having
bought a bond of a national bank or trust company. There ire regui.
lar bond houses in our part of the country which deal in those securi-
ties.

Mr. VOLSEAD. Are those bond houses organized as corporations?
Mr. BRocK. I do not think, as a rule, that they are. I think they

are partnerships.
Mr. VOLsTEtD. Do you know whether any of these bond houses

have directors or trustees in those mutual savings banks?
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Mr. BRocK. I tried to answer that by saying that at the present
time I have not the information. I will be glad to furnish that in.
formation to the committee. I can say so far as the bank with which
I am connected that we have not.

Mr. VOLSTEAD. There would be no objection, I presume, to a pro.
vision that would bar that class of bankers from having any repre-
sentation on the boards of trustees of savings banks?

Mr. BRocK. So far as I ain concerned there would be no objection.
The CHAIRMAN. We will now hear further from representatives of

the retail dry goods association of New York, and I believe Mr.
Rothschild desires to address the committee.

STATEMENT OF MR. SIMON F. ROTHSOHID, REPRESENTING
ABRAHAM & STRAUS, OF BROOKLYN, N. Y.

Mr. RoTiiscinD. Mr. Chairman, there is one very disastrous fea-
ture which would be very disastrous if put into operation, which is
now in this proposed legislation and which, I believe, has not been
brought to your attention. I think all the other points with which
we ar6 especially concerned have been covered. To-day there are
thousands of manufacturers in the United States making articles
for wholesale use, articles of consumption and the table and other
articles of that sort, who have not asked for any price restriction.
If a law were enacted to the effect that trade-marked and patented
articles could be restricted in price, you would find that a manufac-
turer of a lamp for the table.or the manufacturer of a shoe or the
manufacturer of a garment would, for instance, call his garment by
a particular name and call his lamp by a particular name, or call a

-- shirt waist the Constitution shirt waist and attempt this price restric-
tion. What the result of that would be you can readily imagine. It
would lead to an increased price to the consumer all Mlong the line.
If you throw the door open for this thing it will do that as naturally
9s the day follows the night.

Mr. NELoS. May I interrupt you there?
Mir. RIOTJISCHILD. Yes, sir.
Mr." NElSON. I asked a gentleman advocating that proposition

how the consumer would fare where a man had the right, for in.
stance, to sell his shade as a trade-marked article-I think that was
the case-and he said there would be others who wAuld sell shades,
trade-marked shades, and there would be competition in that arti-
cle. What do you say to that

Mr. ROTHSCILD. 'Mo doubt that would be the case in some degree,
but I think thd permittanco of a restriction in price, as far as the
trade-marked goods goes, would result in the public paying a higher
price.

. Mr. NELSON.. You think they would get together on a common
price by some one following a leader in that particular fleldt

Mr. RIor~isciIILD. There miill be some infuence exerted that way,
naturally. Some of tie price-restricted articles at the parent time
have been very successful, and each man would probatlily want to
make his business successful by attempting the same thing.

12Mr. Nlwvax. ave you thought that that would lead to the elimi-
nation entirely of competition as to price?
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Mr. RorHscrnw. It would lead to some of it, and I do not believe
in a hothouse system of business. I think there should be the sur-
vival of the fittest.

Mr. McCoy. I should like to ask you one question right there.
Suppose a man uses his name as an identification of his goods. Do
vot think there would be any objection to the giving to him of the
right to fix the price at which an article bearing his name could be
sold.

Air. ROTHSCHILD. I would think that would be along the line of
a hot-house system of business, and I do not believe in that. A man
is entitled to sell the goods at any price he wishes, after they are
his.

Mr. McCoy. Assuming that he contracts not to sell them.
Mr. RornSCIiLD. A man should live up to his contracts.
Mr. McCoy. So that if lie has a contract--"
Mr. RornsmlnD. If lie puts himself on record , and says that he

will not sell a chair, for instance, under $5, I think that should be
followed by him.

Mr. McCoy. Then, do you see any economic evil in permitting
that to be done?

Mr. ROTHSCILD. Yes; I do. I think that free and open compe-
tition in all kinds of merchandise is most desirable.

Mr. McCoy. Can you not conceive that the permission to do that
sort of thing, if successful in the instance of one man, would be
imitated by so ninny others as to make the sort of competition we
are looking for?

Mr. IttortisciiiLD. I doubt that,
Mr. McCoy. And lead them to compete on the quality of the

goods?
Mr. RloruscmL. It would naturally mean a restricted price on

all the more successful manufactured articles of a certain line.
Mr. McCoy. Do you not think that the manufacturers are suc-

cessful largely because of the great amount of advertising they do?
Mr. IROTICIILD. III soice instances; yes; and I think in some

instances the merits of the article will account for their success, and
is the reason for their success.

Mr. McCoy. Do Xoui think that the average article is purchased
largely because of "its inherent merit without being pushed by a
great deal of advertising?

Mr. Ro-rnscnmu. 'liat is rather hard to say. I think there is an
average there. An article of inferior grade could hardly be success-
fully exploited for a great length of time.

Mr. McCoy. I agree with you on that. What I mean is that if
you leave an article to find a market simply because it is good, the
chances are that it will not be sold in the same quantity as though
it was advertised extensively

Mr. ROTIISCnILD. There is something in that. Judicious adver-
tising will certainly tell its tale in some way.

Mr. McCoy. The complaint made by the people who want the
privilege of fixing a resale price is that those who buy, cutting the-
price, are taking away from them the advantage of the advertising,
both of the manufacturer who had paid his money out for the ad-
vertising-
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Mr. RorneuxLD. I know of some things which I think have been
benefited by that.

Mr. McCoy. By what?
Mr. RoTnrsCdnI. By their piee being cut by stores.
Mir. McCoy. Do 1ou mean any particular class of articles, or

only some one articet
fr. Ro'rsainw. I think, for instance, the use of listerine was

greatly enhanced by the reduced price.
Mr. McCoy. Did they have any price-fixing agreement, or did they

simply advertise to sell the listerine for 25 cents a bottle, and adver-
tise that on the face of the bottle t

Mir. ROTISCiILD. I think at the outset, when it first became ponu.
lar, there was an attempt to do that. I know the price at which
that has been sold has greatly enhanced the business of that
company.

Mr. McCoy. There are a great many similar products sold tinder
different names nowt

Mir. RoTSiIsemLi). Yes.
Mr. McCoy. Assuming that the field for competition is perfectly

open and unrestricted and that there is no monopoly, what is the
harm that you see in permitting a manufacturer to say at what
price his article shall be resold, either by the jobber to the retailer or
the retailer to the consumer, or by both?

Mr. RoTiscniwL. I think it is un-American and monopolistic to
give to any man the privilege of dictating the price after the title to
the article or merchandise has passed out of his hands.

Mr. McCoy. A few minutes ago you admitted that the title had
not gone out of his hands, because you said that he had agreed not
to sell and that he ought not to sell it.

Mr. Rorscniw. I believe if lie makes an agreement of that kind
he ought to stick to it, but I can not advocate that any man should
break an agreement into which he has entered.

Mr. McCoy. That is equivalent to saying that he has not the ab-
solute title?

.Mr. RoTiiscHiLD. I do not say that the claim to the title rests
with him, but he may have been injudicious enough to make that kind
of an agreement.

Mir. McCoy. You say you think it tends to monopoly to permita thing like that to be done?
Mr.-Rariscituit. Yes; I do think that.
Mr. McCoy. Have you in mind any instance in which you have

seen such a tendency .
Mr. RoTnscit. I think if this law were put on the statute books

so that any trade-marked or patented article could have its price
dictated by the manufacturer it would lead to a monopolistic state
of affairs.

Mr. McCoy. Now. the practice has existed in the case of a great
many articles for quite a long time, until some of the recent decisions
of tWe Supreme Court, so that the opportunity for monopolistic
control ought to have been developed in the last 10 or 15 years, and
should have been apparent in the case of some one article or line of
articles. Have you observed any such tendency?

Mr. IoTiscnLD. I can not state at the present time the case of
any particular article where they had a monopolistic control.
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Mr. McCoy. If the proposed law should provide specifically thas
the right to fix a price should not be given in those cases where thera
was anything like monopolistic control, could you then see any ob-
jection to that legislation I

Mr. Rarnscitim. Yes; on general principles, I should say that the
legislation is objectionable.

Air. McCoy. On what other ground which might exist besides the
monopoly feature.

Mr. RoTitscniw. I think on general principles the giving to the
manufacturer the right to set the retail price is wrong.

Mr. McCoy. Suppose you not only gave him the right, but you
required him to sell at the same wholesa e price to everybody, to sell
at the same price to jobbers, and then required the jobbers to sell at
the same price to the retailers, and require the retailers to sell at the
same price to the consumers, and that the price should be made
-public, could you then see any harm in the situation?

Mr. RoTnscmw. Yes; I would.
Mr. McCoy. Would you have anything more than a prejudice

against it?
Mr. BoTnSCnn.D. I have a strong prejudice against it. I do not

think it would work.
Mir. BcCoy. If you eliminate the possibility of having that prac-

tice exist in matters which are monopolies in any way, what other
harm could there be?

Mr. lorimsciLw. Simply as I have stated before, that I think the
sale of an article should give the purchaser the right to its disposition.

Mr. McCoy. The man who owns the article has it in his posessior.
He says to the purchaser, "Yes; I will sell you thischair," for instance,
"provided that you agree not to sell it for less than $5." The pur-
chaser says, "I will take the chair on those conditions, and I will
agree not to sell it for less than $5." He takes the title, subject to
the condition to which he has consented. How can you say he has
absolute title?

Mr. RoTisCnLD. I am arguing from the point of view that there
should be no restrictions on the title.

Mr. McCoy. But you say you argue that because you think that a
man who has the title to ihe thing ought to be allowed to sell it at
any price lie pleases?

Mr Rorscimwf. But there is a string to the title.
Mr. McCoy. Well-
Mr. RloriiscniL (interposing). That string, I mean, is objection-

able.
Mr. McCoy. If he makes a contract lie ought to keep it. That is

because lie has a qualified title, and so your statement in answer to the
question that you think a man ought to be allowed to sell what he has
a title to does not answer the proposition, because you admit he has
not the complete title.

Mr. RoTrIsoCji . We buy our merchandise without any agreement.
Mr. McCoy. I was referring to those people who are willing to

enter into such agreements. What is your concern?
Mir. RoTiisOnnI. Mly concern is Abram & Straus, of Brooklyn,

N.Y.
Mr. NELsoN. Are they not compelled to enter into that agreement

by the fact that if they do not enter into it they will not get the goods?
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For Instance, I had my glasses fixed yesterday, and I asked the doctor
here if they had ceased those agreements after the decision in the
8anatogen case, and he said, "Kot at all '; that they still insist that
you must either agree not to sell that particular class of goods at less
than such a price or they will not sell you the glasses. What do you
know about that?

Mr. Rornscmiw. Goods can sometimes be obtained in spite of those
restrictions.

Mr. VowMrsD. Is it not true that goods can be obtained by the
larger concerns, and if you compel the smaller concerns to sell at a
fixed price you pt item'at a disadvantage, cause they can not com-
pete with.the W larger concern. like Sears, ,enbuek & (.'o. and Mont.
gomery Ward & Co.?

Mr.'RoTnscmw. That is one reason why I object to the whole
proposition.

Mr. Vosr.AD. Instead of helping the small stores it is likely to
drive them out, because they are compelled under their contract to
sell at a price at which thqy can not compete with the mail-order
houses?

Mr. Romnscmnn.D. T think we should have the freest competition in
busine.. I do not believe thiti there ought to be any restriction and
I do not believe that auty restriction of competition will work out in
this country.

Mr. V0,Wm.t. Take Sears, Roebuck & Co. and Mortgomery Ward
& Co., and I think we know as much nbout thein as the people in the
East, because they do more business in (lie West than in the E,'ast
and I know they buy the outputs of all the factories they can, and, oi
course. by buying iii large quantities they can tut their goods at a
low figure, nd if the local dealer who ojne. in competition with
them has to make that figure, lie ought to be able to meet it, if he is
going to meet that competition, otherwise you will drive him out. I
do not think lie canr meet that competition if lie is not able to meet
their figures.

Mr. Riiscnmur. I think one of the advantages of the mail-order
business is the fact (lat they own or control (lie factories or a good
many of'the factories from which they get their supplies of goods.
In regard to that, however. I speak onl, from hearsay .

Mr. Me'Co'. Are they not leading t6 gradual retail monopoly?
Mr. RIIoiiscrII0D. T doubt that. I have not seen any evidence of it

in New York or Brooklyn, where T reside.
Mr. Mc('oy. As I understand it, the mail-ortler houses do not

operate quite as much in New York and Brooklyn as they do in some
oflthe western cities.

Mr. RoTrus lme . I undelrstand that Sears, Roebuck & Co. does not
sell anything to a person residing in Chicago.

Mr. "McCo'. Is that because they are interested in some of the re-
tail houses in Chicago?

Mr. 1TIIrulsn.n. Not that I know of.
Mr. Nr.usnN. What would be the reason for that?
Mr. RoTnscnn.w. I do not know, but I understand that it is so;

that a resident of Chicago can not go (here and get goods from them.
Mr. M-Coy. Then may it not be due to (lie fact that they want to

do a wholesale business with wholesalers in Chicago. who will not
do business with them if they do a retail business in Chicagot
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Mr. Raonnar01. I do not know the reason for it, but I have un-
derstood that is the case; that they will not sell anything at retail to a
resident of Chicago.

Mr. McCoy. So far as you are concerned, if you bought an Inger-
soll watch, for instance, or a Gillette razor, and agree that you
would not sell the watch for less than $1 and the razor for less than
*- you would stick to that contract because you are bound by it?

"l1r. Romiscinw.t. I believe most Reople would do that. I think, as
a matter of fact, that the majority of people would stick to any agree-
ment they make.

Mir. McCoy. Do you think there is any public policy which ought
to be interpo.ed between the manufacturer and the man who is will-
ing to make that kind of a contract?

Mr. RoTiscumi. If the man wants to make a contract with the
manufacturer to sell an article at a certain price, I have no objection,
but the law could not back him tip.

Mr. McCoy. Should it not at least leave him where lie can make a
contract if lie chooses to do so?

ir. Roritscini). He can do that now. There is nothing to stop
you, Mr. McCoy, if you are a chair manufacturer, front selling a
chair to me on condition that I will sell it for $10.

Air. McCoy. I have no protection, because anybody who wants to
violate the agreement caln do so without fear of iirosecition.

Mir. NE O .You can refuse to sell him another chair.
Mr. McCoy. But tIe e yuli prevent me from doing busine.-.
Mr. RoTilse lo . I thank you, Mr. Chairillan, on behalf of the Re-

tail Dry Goods Association for (lie kind attention you have given to
us to-day.

STATEMENT OF EDMOND E. WISE, REPRESENTING R. H. MAOY
& CO., NEW YORK, N. Y.

Mr. WisE. Mr. Chairman, I have been counsel for R. H. Macy &
Co. in the protracted litigation which they have had with the book
publishers.

I aml not going to enter into any lengthy discussion of the matter
of restricted prices, because yoi linve a pamphlet which has been
distributed to the nieibers of the cominittce in which you will find
a full expression of my veiws.

I want to call the attention of the committee to a point which
may not be germane to the matter of restricted prices, but I do not
know that it has ever been called to your attention, and that is to
the question that has been in doubt f6r a long time, and the doubt
concerning which has been emphasized by the (ecision (if the United
States Suprenme Court in the case of Strauss against the American
Publishers' Association, sustaining the right of a private individual
suffering special damages by reason of-acombination to enter into
a court of equity, not a court of law, and recover treble damages,
and to enter into a court of equity to restrain the wrongdoers from
a continuing iry. Thne r bpreene Court of the United States h
said that at point hhs never been presented to them and they
refrained from deciding it. Various Federal courts throughout the
country have decided diametrically opposite to that. It is my idea
that a great many of the proposed extensions of the Sherman anti-
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trust law will be helped If all doubt is cleared away and Individuals
suffering special damages will be permitted to go into a court of
equity and prove the fact of the damage and the continuing Injury
and shall have the right to restrain the continuation of it. I say
that because you will understand that in the Sherman law the action
is rarely enforced and is rarelTy possible of enforcement because of
the dif~lculties of proving to a jury the confusing and confused and
complicated side of the ease, and the facts tend to divert their minds
front the real point in the case.

Consequently the absolute power of proving the damage done is
one of the most difficult things to prove, unless the individual's busi-
ness has been totally destroyed, as in the Laidlaw case. I think that
by some action of Congress i court of equity should have that power
o7f relieving the immediate needs of the oppressed victim from
further oppression, so that it is unmistakably plain and will be en-
forced.

Mr. Fwvo. Mr. Wise, have you examined section 13 of the tenta-
tive bill No. 2f

Mr. WIss. I have looked at it only hastily.
Mr. FLoyD. That is the purpose of section 13.
Mr. Wisr. My impression is that that does not give relief to any

individual who suffes special damage.
Mr. iLOvD. It is section 13, on page 4, of this large volume, in

Roman numerals.
Mr. Wis.. The objection that I have is that relief is limited to the

district courts of the United States. I think that any court of compe-
tent jurisdiction, exercising equitable jurisdiction, should have the
right to protect the victims of violations of the Sherman law. The
Sherman law is the supreme law of the land and every court should
have the right to administrate that law. Every court, the lowest
court in any State, should have tie right to say to an individual:
"You are violating the supreme law of the land and you must not

-do it." I think that every court of equity and every other court in
the United States should have the power to protect a man's rights.

Mr. FLOYD. The purpose of it yon approve, do you not?
Mr. WisE. Yes, sir.
Mr. FLovD. Your suggestion is that instead of restricting it to any

Federal co.,rt, the powxi, should be given to any court of competent
jurisdiction?

Mr. Wis.. Yes. sir: whether State or Federal. Now, gentlemen. I
thank you for your attention.

STATEMENT OF M1R. CHARLES A. KEENE, NO. 180 BROADWAY,
NEW YORK CITY.

Mr. KCEE. Mr. Chairman and gentlemen, I am not in 'any way
connected with the Drygoods Association.

I am hero not as an orator but just. an ordinary retail merchant
who has sold watches for th(e past 30 years. I wish to tell you briefly
a few of ny experiences with this one-price system as advocated
by the manufacturers and their representatives who have appeared
here before you from time to time in the past few weeks, and I trust
they will b of benefit to you in passing judgment as to whether
the protected system would be a benefit or a menace to the public.
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We have in the watch trade two companies, the Elgin National
Watch Co., of Elgin, I1., and the Waltham Watch Co., of Waltham,
Mass., who -together, according -to-the best authorities obtainable
make about 78 per cent of the watches made in this country, and
work together through the jobbers, whom they control by extending
to them large lines of credit. The jobber in turn extends a large line
of credit to the retailer and controls him. For the past 80 or 40
years they have been able to dictate prices in this way down to the
consumer. Now, let us see how it has worked ouL About 12 years
ago my supply was stopped because of prices. In Springfield,.thee is a watch company known ns the Illinois Watch Co. It
has been in existence something like 40 years. Their goods have a
better reputation among the retailers than (tie trust goods. They
have not the facilities for forcing on the public their products at
a high price. For instance, their 23 jeweled Sangamore watch is
sold by me to the consumer for $36, and yields a good profit to the
retailer. The same grade made by tle trust has a fixed price to
the consumer of $82 and yields less profit to the retailer.

Mr. Ezra 1. Fitch, president of -the Waltham Watch Co favors
the one-price system, but does not practice it, as stated under oath
in the Waltham v. Keene case that he did not sell all of his jobbers
at the same price and never did, as long as he has been in business,
which is about 50 years. Other statements have been made that
price cutters drop a line of goods after the juice was squeezed out
of it. This is not so. They hare failed to cite one instance of this
kind. Once a cutter always a better. The public is benefited by
the low prices and the dealer by the increased volume of business.
There is more money in it than in any other way. After my supply
was stopped I went to Europe to buy, and found that I could buy in
the open markets of Europe, Asia, and Africa, from such deal.
ers as Hock Sang, 14 Twenty-first Street, Rangoon; Huiti-san-
dree, 6 Old China Bazaar, Calcutta: Fawkes & Sons, Madras,
India, at much less prices titan I could buy in the home market.
Even in Neuchatel and Claux de Fonds. the very heart of the Swiss
watch-mnking industry, the Waltham Watch Co. sells watch mate-
rials at 50 per cent discount. They attempted to stop reimportations
by contracts with foreign jobbers which would render shipments
coming back to this country dutiable for the full value of the watch.
The president of the Wndlham Co. claims that it was to their ad-
vantage to buy Swiss dials and put then on their watches in
Europe. I have here in my hand a dial taken from a watch made in
Switzerland, with the words burned in the enamel on the back,
"1 Made in Waltham, Mass.," which seems to me would indicate that
it was advantageous for the Swiss mantifacturers to buy their watch
dials in Waltham, asd all this under the one-price system. A few
ye!rs ago three suits were brought against me by the Waltham
Watch Co. to prevent me from exercising my own judgment in put-
ting prices on my own merchandise that I had bought and paid fori.
As a result, the Supreme Court. of the Untited Stmtes hitideidowl n
decision in my favor only last Monday. The manufacturers who say
their reputation is being ruined by cut prices have grown financially
strong at the expense of the publi. The price cutter has also become

strong, and has benefited the public. I feel now that the doing away
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of the one-price system by the decision of the Supreme Court will
work great good for the public, as well as the small dealer.

Mr. McCoy. Mr. Keane, the argument that you have made now
from your own experience is not based, as I understand it, at all upon
what we know as the price-fixing proposition, the resale price-fixing
proposition by a single individual? Does it not apply more to a
combination ;f manufacturers making different article3 and their
coming together and endeavoring to control the price of an article?

Mr. Kmni e. That isjthe object of price fixing, as I understand it,
in the watch trade.
Mr. McCor. And take it in the ease of a watch like the Ingersoll

dollar watch or the Gillette razor or some of those well-known ar-
ticles-that is not the practice that you have been fighting in Broad-
way

ftr. KItsEx. The practice of the Ingersoll company?
Mr. McCoy. The fixing of retail prices for an Ingersoll watch and

the fixing of prices of a Gillette razor are not the sort of practices
that you have been fighting, bitt rather the combination of the watch
manUfacturers to keel) lip Ihe prices of all of them or each of them.

Mr. Ktr.\-r. The Ingersoll is struggling hard to keep prices at $1.
Mr. McCoy. But not in combination with other manufacturers?
Mr. KEE,\. The Ingem.oll can hardly be quoted as a good ex-

ample. Some years ago we had in Waierburv what was known as
the Waterburv Watch Co. It was new at first. Their goods came
on the market 40 yearns ago and they were cheaper than any other
goods known at that time.- They were the first in the field and they
built up an enormous business " They had an idea lhat they made
better gods, and they used their own name on the better clafs and
they uised it too long.'and they did not make a success of it. When
they changed to the New England Watch Co. it was too late. About
that time Ingersoll came on the market with his watch and took ihe
business away. lie is an independent manufacturer. lie is prac-
tically alone in the field of manufachring cheap watches. I do not
think anybody' can take it away from hin.

Mr. McCoi. The te.timonly here this morning has heen that there
are other'people o 75:cent watches. But, however, my point
is this: That so for an volt know. at-any rate, the Ingersoll concern
is not in combination with other concerns.

Mr. 1% hr:r. ,No; they own on, factory and control another.
Mr. 'McCoy. And they have no trade agreement with some other

manufacturer of cheap watches that tie two will maintain the price,
each on his own watched. at a dollar?

Mr. K.-. I do, not happen to know about that, because I do not
happen to deal in Ingersoll watches.

Mr. McCoy. But the point I want to come to is this: That what
you have been fighting stcessfully, on Broadway for several years,
is the attempt of several watch manufacturers, by' agreement, to keep
up the price of their respective watches. Is not that the fact?

Mr. l~i.x.. I have been fighting everybody in mV business for
dictating prices.
Mr. , ELSON. Your objection is not only to one form, but to all

forms of fixing retail prices?
Mr. iKrExF,. All forms. Ingersoll fixes prices all over the country.

They charge a price here, and they force the dealers all over the
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country to sell at the same price. The jewelers are a very small
peole.

M-r. McCoy. Do you mean that the Ingersoll watch sold at $1 here,
is sold at a less price abroad at retail .

Mr. KENE. I have not followed that, but if they do not sell it to
the dealer at a lower price abroad, I do not think they would get
very far.

Mr. VOWMAD. Do you think you have a watch in Europe that sells
at a much less figure than the IngersollI

MAr. KrNE. I es; in Germany, the Roskopf watch sells for 3 marks,
something like that, or 2 marks 50. You can not go to Europe with
an American article unless you make the price lower, and that is done
at the expense of the American public, but not in the watch line.

The CuAIRMAN. In the course of your business you have been go-
ing over to Europe and buying American watches there for less than
wfiat you could buy them here and bringing them back here and sell.
ing them at retail, 'have you notI

Mr. KEENE. Yes, sir.
Mr. NEmsox. American-made watches?
Mr. KEE. Yes, sir; American-made watches.
Mr. Nt soN. And pay the import duties?
The CHAIRMAN. You do not have them.
Mr. NELSON. No; that is right.
Mr. KEENE. No; you put the foreign dials on them and that takes

away the profit.
AMr. FitzlIE.ny. As I understand it, you go to Europe and buy

American watches and import them back to the United States and
then sell them for less than they would cost you here?

Mr. KEENE . Yes.
Mr. FIrZHENRY. Not only less than the other dealers sell the same

goods, bit less than you could have bought them here?
Mr. KEE .. Yes; the most surprising thing of all is this: When I

first went there-when the thing was new-I made a contract,
through a jobber for some dealer, for watches at 10 shillings each
($4.15). They contracted to deliver 2.000 watches that fail or pay
a. penalty of 12 shillings a watch. They found out that the goods
were coming to America and they only (livered 100. Those watches
were sold for $8.25, and I could have sold 10,000 at that price to other
jobbers.

Mr. FjTFZITENY. How much would that same watch bave cost you
if ymu had bought it in le reglar way in the United States?

Mr. KEENE. It was about $8.50 that that cost, but they kept the
market so short that the dealers were leaving a premium to get the
watches here and they coltracted to del iver a certain amount or pay
a certain penalty. I'know I collected some of the penalties.

Mr. N Eso,. The jobber mlat i contract with you?
Mr. l~rE.r.. The jobber over there?
Mr. N Els . Yes.
Mr. l:x." Yes.
Mir. NX: sox. And lie was also protected by a contract?
Mr. KE:x.. lie made a contra,-t with thfe London office of the

Ktystone-lHgin Co. and they wanted to take on at contract to deliver
10,000, 8,000 to come the following year. It has been their policy
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and their method to keep the market short here, and ship their goo(si
over there at a lower prace.

Mr. NE1so0N. IIn order to keep. up the price hereI
Mr. KEENE, Yes.
Mr. NEIMsoN. Then, the two companies are acting together?
Mr. KEENE. Yes.
Mr. FrItBNiy. Now, in reference to this dial that was put on,

how was this dial marked?
Mr. KEExr. It was marked "O'Ilara, Waltham, Mass." O'Halia

was a man who worked in the Waltham factory. He was a great
friend of Mr. Fitch, the president. Mr. Fitch bought his dials from
him. That watch caine from Switzerland. I bought that watch in
Switzerland-some 100 of them-and some customer here had bought
it and broke the dial and it was brought in for a new dial. Tihe
name of the watch is the Dreadnaught.

Mr. FI7,lsENRv. On the back of the dial there is "O'Hara,
Waltham, Mass."

Mr. Kr.sNE. That means the "O'Harm Dial Co." It is on a Swiss
watch. The Swiss people evidently bought their dials in Waltham.

The CEAIR5,AN. It is a Swiss-made watch with a Waltham dial
on it.

Mr. VOISmA. 11ow long since you imported any of those watches?
Mr. KE.r.. Two or tihr'e years. I have forgotten exactly
Mr. Vos ri.u). You have not been importing any lately
Mr. KEpxE. No. I am going over next month. The duty has

been reduced 30 per cent, so that I think, I can go over and buy them
and just pay the duty and still undersell them. I have seen con-
tracts where they sell for $2 what we pay $4 for here.

Mr. BELL. After the Swiss dialing was put on they were held
dutiable?

Mr. K.,,;E. Yes; if one watch was found in a thousand watches
wilh a Swiss dial on it you would have to pay the duty on the whole
thousand.

Mr. IEALL. That is the only change that was made in the watch?
Mr. KEEx.e. Yes, sir.
Mr. B .L&. That makes it dutiable?
Mr. KEERNE. Yes. The protected price system in this country

makes this possible. When you buy a watch made by the Waltham
Watch Co., or the Ingersoll Watch Co., or any other well-known
American company, you are paying 50 cents for the name and 50
cents for the watch, and you buy the name every time you buy one,
and nothing else.

Mr. BR.E A Wiatch that sold at $82 here would sell at what price
abroad?

Mr. KFv.RFx.. That sold for about $31. It is the Riverside watch,
made in Waltham. It sold abroad for $10. The suit they brought
against me here was to ,oblir-e me to charge $28.50. I have copies
of the contracts here showing that fact.

Mr. MORoA.. Do you know whether the foreign manufacturers to
some extent fnllnw "tle same policy? Do they in some cases sell
cheaper here than at home?

Mr. KEENE. I do not know.
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Mr. NzmsoN. What is their object in selling at such an extraordi-
na ry price at home I

Mr. KuE E. They are in a position here to charge a high rate. An
independent company may make watches but can not sell them at
their own price.

Mr. VoLsmAO. Take the Riverside Co. that you speak of. You
say they sell their Watches at $10 and they are trying to sell them
here for $28.

Mr. KEENE. You mean the wholesale price?
Mr. VosTmw. The European price is $28 wholesale.
Mr. KEENL Yes.
Mr. VOLSAD. What is the wholesale price in this countryI
Mr. KEENE. At the present time it is about $21.50, less 0 per cent.
Mr. VOLSteAD. What was it at that time?.
Mr. KEENE. $21.60, less 0 per cent.
Mr. McCoy. Mr. Keene, by what claim of right did they try to

make you sell this watch at $28 or any other figure?
Mr. KEE E. They had these little kickers printed on the box and

they tried to say that I made a contract in the open market when I
bought them with the little sticker on them. It is impossible to get
them in any other way.

The CHAIRAXN. You can read that sticker, Mr. McCoy.
Mr. NzLsoN. I have a Howard watch. Is that controlled by the

trustI
Mr. KEENE. The parties that now control it are controlled by the

trust. It is owned by the Keystone Watch Co. They bought the
patent and name of the old Howard watch, but it is not as good as
the old 1howard watch.
MAir. N.LsoN. And they have fixed the price on It?
Mr. KEE... They have fixed the price on it at $160 when an inde-

pendent company, which has not the facilities for perfecting its
goods, sells it to me so that I can sell it at $87-a watch exactly as
good as one they can sell at $160.

Mr. McCoy. What means do you think they have for foisting
their watches on the public? 

a

Mr. K r. EE. They have been in business for 60 years and they
control the jobbers. Their goods are so strong in tei market that
no jobber can go in the watch business without those two lines. They
walk into his office and give him his orders, like this Keystone Co.
did. It is a branch of the trust now being prosecuted by the Gov-
einment.

Mr. McCoy. You mean that no jobber can go into business because
of the reputation of this trust, and the people want their watches?

Mr. KFCr.,E. The small manufacturers have been in business for 40
years, and they do not have the opportunity of dictating to these
jobbers as the big companies do.

Mr. McCoy. We had the president of the Hamilton Watch Co.
as a witness the other day, and my recollection is that lie claimed
that he makes 300 watches a day. That is a small Iusiness, is it not?

Mr. KElr.. Yes; they make only high-grade watches.
Mr. McCoy. He testified that he had been able to control the job-

bers and rdailers' selling price up to the present time.
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- Mr. KEEYNE. Well, I -will tell you how that was-done. They make
arrangements with the manager of a railroad to put a time system
on that road, and they appoint inspectors, and so on, to inspect the
men's watches and see that they have proper watches, and they ad.
vertise the well-known engineers and put their pictures in the maga.
zines find talk nice to them, and they manage to make a demand on
the railroads for that Hamilton watch. They sell no cheap watches.
I understand they claim to sell about 50 per cent or 55 per cent of
the high-grade watches used on railroads.

Mr. McCoy. Now, they claim another advantage for their practice
of fixing prices: That they make their interchangeable parts in large
quantities, so that any jeweler in a small town who sold a Hamilton
watch could afford to carry these parts, and the customer always
knows that he can come back to tie jeweler and easily get a repair
part or have his watch looked out for.

Mr. KEENE. That is true of every watch company in existence
here and abroad.

Mr. McCoy. If I buy a Waltham watch, is there anybody that I
can go to and have him look after that watch without paying any-
thing for having the repairs done?

Mr. KEENE. You look to the man you bought the watch from to
make it good within a reasonable time. You do not take the train
to Lancaster, Pa., and see tlhe president of the company.

Mr. McCoy. They claim they have to maintain a repair shop
costing $25 000; and no matter what puts the watch out business,
even though it was through no defect in the watch, they would take
it back and give another.

Mr. KEErE. Well, they could do anything for the enormous price
they get for their watches. Mr. Ingersoll, I understand-you can
buy one of his watches for a dollar and carry it for 5 or 10 years,
and you can say, "I want a new watch," and you are handed a new
watch for 25 cents.

Mr. McCoy. Is not that an advantage to the public?
Mr. KIE. E. Yes, sir; and also to Ingersoll.
Mr. McCoy. But Ingersoll does not -lo it from charity?
Mr. KR. E.XE. Yes, sir.
Mr. McCoy. He claims that he can do that by reason of the fact

that he sells so many of the watches, and that fact is due to the price
maintenance.

Mr. KEENE. They can do lots of things. They can give him a
meal ticket, and they ought to do it, if they can sell watches the way
they do.

Mfr. McCoy. So that there is no advantage to the public then?
Mr. KEENE. No; because there is only a small percentage who come

back.
Mr. McCoy. Well, I am not sure rbout that, because I have some

boys, and I have had to take their watches back to the jeweler to be
replaced. because the boys step on them or get them out of order.

Mr. KF.NE. Where do you take them?
Mr. McCoy. To Ingersoll's place, on Courtland and Vesey Streets,

or wherever it is.
MAr. Kr'.c. The poor jeweler has to stand for anything the watch

companies do. They have to repair the watches, and that is why
they-
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Mr, McCoy. I do not ask him to repair the watch, but I take it
right in and get another watch for it. I think sometimes they charge
you 10 cents to make the exchange.

Mr. KEI E. Yes, sir.
Mr. McCoy. But that was an advantage to me.
Mr. KE.EE. Naturally. But it would have been a bigger ad.

vantage if you had bought it for 40 cents, because you would not
have had to have it repaired so many times.

Mr. McCoy. No- this was not to be repaired, but on account of
some carelessnes of the boys. If I had taken it to a jeweler he would
have probably charged me a dollar.

Mr. KEENE. Hardly on an Ingersoll watch.
Mr. McCoy. I should not wonder.
Mr. KB.ENE. But they buy them for 60 or 70 cents.
Mr. McCoy. You mean he could not afford to repair it?
Mr. KEENP. None of us can afford to do things that do not pay.

If a man can not afford to repair a watch that cost 60 cents for less
than a dollar, he can do many things. If they are put on the market
for 40 cents the public would be more willing to buy them, even
without a comeback.

Mr. FwoY. Do you not think the general public would profit
largely by it if they got the watch for 40 cents without the privilege
of repair?

Mr. KEENE. I should think the general public would be more bene-
fited than if they got it at a dollar with the privilege of repair.

The CHAIR3AN. Is there anything else you desire to say, Mr.
Keene?

Mr. KEENE. I wish to add that the price-fixing proposition is only
for the benefit of the manufacturer and no one else. That is how it
has worked out for 50 years.

STATEMENT OF MR. ADOLPH H. ROSENFELD, 76 WILLIAM STREET,
NEW YORK CITY.

Mr. RosNFE-W. Mr. Chairman and gentlemen of the committee I
have represented Mr. Keene in all this watch litigation probably or
the lost two and one-half or three years, and I think it will be of in.
terest to the committee to find out how in practice the system was
operated. Now, the Waltham Co.-I take them for an illustration,
Cause what is trite of them is true of the Elgin, and what is true
of the Elgin is true of the Howard, and what is trite of the Howard
is true of any other companies-they seem, by some surreptitious
method, diabolical in its eff&t, to reach people and pull them in.
There is not, to this day, outstanding against the entire system, a
man who has cut the pAice to whom they have not made advances
in one form or another to get him into the fold. Now, the system
by which they get him into the fold is very peculiar. For example,
they have come to us repeatedly, and said to us, "We do not care
what you sell your watch movements over the counter for, but don't
adverii-e it." It is not the question of price cutting that comes into
the field; it ip tie fact that they make known to the consumer that we
do sell it below the flxed price. That is the evil that they tre aiming
at in this litigation, and that is the evil they are aimingat and have
been aiming at ever since I have been in the case. They have come

74414--voe. 2-14---4
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