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IN THR

Supreme Gourt of the nited States.

Octoner TerM, 19 2‘.

No. 843

THE UNITED STATES OF AMERICA,

Appellant,
vs,

INTERNATIONAL HARVESTER COMPANY, &t AL,
Appelleces.

APPEAL FROM THE DISTRICT COURT OF THE UXITED STATES
FOR THE DISTRICT OF MINNESOTA.

APPENDIX TO BRIEF,

APPENDIX TO PART 1.

THE GOVERNMENT’S CHARGE THAT THE NUMBER OF COM-
PETITORS IN HARVESTING MACHINERY IS STEADILY
DIMINISHING DUE T¢ INABILITY TO COMPETE WITH THE
INTERNATIONAL HARVESTER COMPANY WAS AFFIRMA.
TIVELY DISFROVED—COMPARISON OF COMPANIES COM-
PETING IN 1911 AND 1923.

The following are the principal competitors of the
Harvester Company in binders, mowers and sulky hay
rakes:



Number ot
Branch Houges
*Nome Capitnl o '111'11':]?:5: ‘ ‘\I;ler:]i’(?rrgﬁf
1. Decre & €. .., ..., .. §71,106 808 42 7.370 to 10,000
2. Moline Plow Co. ..y ..., 32,715,313 24 Not in record
3. Massey-Ilurris Co. \ e 3L700,000 B8 1,807
4. Emerson-Brantinghom
Company ............ 18,492,868 2] 2548
5. Avery & Bons .......... 4,558,516 15 1,194
6. Minnesotn State Irizon. . 1,056

The figures headed “‘Capital”’’ include eapital stock is-
sued, bonds and dehentures outstanding, and surplus, ex-
cept in the case of Massey-Harris Co., where the figure
given is the ecapital stock and surplus only (R. 236), the
bonds and debentures, if any, not being in evidence. The
financial comparison with 1911 companies on page 41
of our briel is made on the basis of capital stock oaly as
the record does not contain the 1911 balance sheets of
companies then competing.

The figures as to dealers are incomplete as to the
Massey-Harris Harvester Company and Avery & Sons,
who do a considerable portion of their business through
jobbers, and the number of dealers above stated as han-
dling their harvester lines does not include the dealers
to whom these jobbers sell. (R. 256, 238, 86, 87, 517).

. b Iouses

. Capital-—see Tet. Exh. (8) 51 (R. 463) ; Branc
(Deere) {'}t? 463 and 239} ; Denlers {R. 524 and R. 120). .
(Moline) Capital—sce Pet. Exh, (S) 40 (R. 453-453); Sraoc

Houses (R. 453). ~ R 4%).
(Massey-11.})  Capital—Branch Houses (R. 425); Dealers {

. . 406} ; 3ranck
son-B.) Capitnl—see Pet. Exh. () 12 (R 405
(Bmerson-B.) I!Inusg-s (. 405) ; Dealers {R. 513-515).

31); Branck
Cnpital—sve Pet. Exh. (8) 26 (R. 4264
(Avery) ll;ousps ‘(R. 498) ; Dealers (R 515-518).

(Minnesota) Dealers {R. 495).
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Additional Compelitors.

Mowers Sulky Hay Rakes
1. Thomas bMfg. Co. 1. Thonmas Mfg. Co.
2. Hears Roehuck & Co, 2. Charles Q. Allen Co*
3. Detroit ilarvester Co, 3. Ohio Rake Ca.t
4, Roderick Lean & Co 4. Hears Roebuck & Co.
5 Montgomery Ward & Co. 5 JMoutgomery Ward & Co.
6. Messinger Co. 6. Messinger Cog

1. Thomuz Co, bus resonrces of $818,549.12-—sells to 321 dealers
(R. 439, 460),

2 Wears Rocboek & Ca, is the largest mail order house In the world
gnd selis mowers and rakes (IR, 100-102).

3. Detroit HMarvester (¢, makes o mower for usc with Ford traetor
(R. 276-279}.

4. Roderick Lesp Co, makes a mower for use with Ford trector
{see Defts.! Iixh. {(8) 8, pp. 37, 42 and 43 thercof—certifled as original
exhibit,

5. The fiovernment introdueced o evidence as to the huosiness of
Montgomery Warid & Co. The cvideuce in the former proceeding
showed they made mowers and rakes (i) R. II, 1105, 1106) and the
evidence in this proceeding proves that they are In the agricuitural
implemient business (R, 308),

Of the principal competitors listed (supra, p. 2)
the following make side-delivery rakes (R. 462, 527,
421):

Deere & Co,
Ewmerson-Bruntingham Co.,

Massey-Harris Co. and
Avery & Sons,

There arc in addition the following who make side
delivery rakes:
Thomas Mfg. Ce. (Petitioner's Exhibit (8) 49, R. 400-462).

Obio Rake Co. (Petitioner's Exhibit {(8) 46, IR. 458, 484).
Rock Islawd Plow Co. (R. 333, 494).

The following competitors the evidence shows male

and sell sweep rakes:

Deere & Co. (R. 260}

Dempster Mig. Co, (It 260)

Jenkins Iake Co. {It. 273)

Fleming Mfg. Co. {(R. 272)

Coliing Plow Co. (R, 273)

Nuperior Mfg. Co. (. 273)

Ohio Rake Co. {Petitioner's Exhilit {(3) 46; R. 409, “Revolyr-
ing wood rakes."}

*For boslness of the Allen Co. see R, 128, 129,
tFor Lusiness of the Ohio Iake Co. see R, 113, 114, 457, 458,
}For business of the Messioger Co. see R. 164, 165, 499-501.
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4

Similarly, while harvester-threshers were not made in
1902 and only by one company in 1912 when the former
proceeding was instituted, the evidence here shows that
in large portions of the country harvester-threshers are
displacing linders. The Harvester Company has the

Tollowing compelitors in harvester-threshers:
IToit AMfz. Co. (R. 520}
Maszey-Harrls Cowmypany (R, 530).
Case Company (K, 529).
Harris Mfir. Co. (. 530).
Advnnee Rumely Co. (I 509).

Inasmuch as the Government mentioned tedders and
combined rakes and {edders in its supplemental petition
(tables for 1921 and 1922, R. 21 and 22) and introduced
some, but very incomplete, evidence of the sales of said
implements, we show here the competitors of the Iar-
vester Company in said lines, in so far as disclosed by

the record:

Deere & Cuo.—(Petitioner’s Exb. (&) 53; It 186).

Emerson-Brantingham Co.—{(R. §3).

Massev-Harris Co—(It. 471, Petitioper's Exh. (8) 20;
12, 497).

4. Averyr & sSons—(Petltioners Exhibit (8) 23; K. 429},

5. Thomasz Mfg Co—(Dctitluner’s Exhibit (8) 19; R. 460

362},
6. Obio Rake Co-—(Detitlonet’s Exhibit {8} 46; R. 458).
7. Messinper 3fp. Co—(R. 164).

g 1

Deere & Company in 1911 sold 10 grain binders in the
United States; in 1912 it sold 931; while in 1919 it sold
17,222 in 1920 it sold 16,399 and in 1923 it sold 5,243
(0. R. Vol. 1I, 1167; Petitioner’s Exhibit (8) 30;
R. 462). In common with all other companies
its sales fell off during the farm depression, which ex-
tended from the fall of 1920 until the end of 1923, but 0o
more so relatively than did the sales of the Harvester
Company. The Harvester Company sold 98,077 grain
binders in 1919 and 30,161 in 1923. Aforeover,
in 1911, Deere & Company made no corn binders (R. 20).



5

It =old 4,799 in 1919; 5,697 in 1920 and 2,716 in 1923 (RR.
462). In 1911 Dcere & Co. jobbed Dain mowers and side
delivery rakes. Since then, it Lias built its own mowers,
side delivery rakes, sulky hay rakes and sweep rakes
(R. 119, 260, 462).

Similarly, in 1911, the Minnesota State Prison was just
starting in the harvesting machine business. In 1911, it
sold 6835 grain binders, 958 mowers and 23 rakes (It. 20).
In 1919, the Minnesota Prison sold 4,420 binders, 4,420
mowers and 2,823 rakes; in 1923, it sold 2,193 binders,
3,581 mowers and 1,798 rakes (IR. 496).

It will be scen from {lie foregoing Deere & Company
and the Minnesota State Prison are practically new com-
petitors in harvesting machines since the original peti-
fton for dizsolution was filed in 1912,

In 1911 the only harvesting machines which the Emer.
son-Brantingham Company made were mowers and
rakes (0. R. Vol. 1, 352). By the purchase of the Os-
borne line it has cntered the grain bLinder and corn
hinder field and acquired another line of mowers and
rakes, In addition it now makes side delivery rakes,
tedders and combired rakes and tedders (R, 4035, 81).
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APPENDIX TO PART II

THE CHARGE THAT THE HARVESTER COMPANY HAS SOLD
AT COST TO ELIMINATE COMPETITION WAS DISPROVED,

1. THE EFFECTS OF TRE FARM DEPRESSION.

The income of the farmers of the United States was
$14,000,000,000 from July 1, 1919 to July 1, 1920; $10,
500,000,000 from July 1, 1920 to July 1, 1921; $7,500,-
000,000 from July 1, 1921 to July 1, 1922 (R. 334).

The effects of the farm depression were reflected by
the manner in which deposits of country banks were
withdrawn from their c¢ity correspondents of which, for

purposes of illustration, there are five instances in the
record (I3. 360, 356, 358, 361, 363):

Country Dank Country Bank
Deposits in Deposlts in
1920, 1921.
Omaha XNational Bank.... $16,000,000 to 317,000,000 $6,000,000
First National of Wichits,
Kan, ciuvenniainvanins 8,000,000 4,500,000
American National of St -
Joseph, Mo, ..ueiiren... 6,000,000 to § 7,000,000 1,750,000
First National of Ainoe-
ADOHE . iurtiverarnea 30,000,000 15,000,000
Aherdeen Natlonal Bank of
South DaKota, ..s..sse.. 4,000,000 200,000

On the other hand, thie borrowings of country ban!{s
largely inereased (R. 356-363). As a result, banks dis-
couraged purchases of implements and in many instances
would not handle dealers’ or farmers’ notes made for
the purpose of buying such implements, as they were
cousidered capital rather than liquid loans (R. 335, 360)-
In spite of all precautions, therc were a large number
of bank failures, particularly in the Northwest (R. 361).

The plight of the farmers in 1921 and 1922 was every-
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where recognized as serious and as o matter of vital na-
tional importance—the War Finance Corporation was
re-created in order to aid the farmer, and there was leg-
islation enabling Joint Land Banks to be formed in or-
der to loan money to farmers, and sell bonds sceured by
farm lands (RR. 335). Congress appointed a Joint Com-
mittce to report on ‘“The Agricultural Crisis and Its
Canses.”’

Though, as the Court will recall, there was widespread
industrial depression during all of 1921 and most of
1922, yet neither the prices of manufactured goods nor

Y

the prices of labor fell to a degree at all commensurate
to the prices of agricultural products. The vital dis-
tinction between the depression which existed in 1921
and 1922 (and, to some extent, in 1923), as compared to
prior depressions and panics, was in the disparity be-
tween the prices of the goods the farmers purchased
and of the produets they sold (R. 335, 341, 342, 348).

The disparity hetween what the farmers paid for
manufactured goods and what they received for tbeir
products incensed them (R. 333, 342, 348). Mr. Witten,
President of 'the National Federation of Implement
Dealers, in deseribing this, said:

““The farmers had made arrangements, contracted
bills, bought Jand and made improvements when
prices were good and things were looking good and
when the bottom dropped out of his farm prices you
could see the condition naturally that fellow would
be left in. And then when 1921 came he became al-
most an anarchist. I live in as good a community
as there is under ITeaven and I have never done
business in such conditions as I have the last three
years. The farmer when he had to buy a tool did it
resistently and almost insulted you when he gave
you the check for it—men you have known all your
life, men who had traded with you for 25 years.”
(R. 294.)
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For a time implement sales were at a standstill, The
advance orders for 1921 taken by the Harvester Com-
pany were the largest in the history of the Company
(R.173). Bnut these orders were, in a very large roeasure,
caneeled prior to the first of the year (R. 173). How
unusual such a condition was is shown by the following
tabulation, based upon Defendants’ Exhibit (8) 22, (R.
604), comprising the number of orders laken for ma-
chines prior to January first for the seasons of 1918,
1919, 1920 and 1921, and the number of machines deliv-
ercd during each of said seasous.

1918 1919 1920 1921

Machines ordered up to January 1st 306,947 240,570 614,922 660.778
Deliveries made during the season G01,207 723,777 993,250 §746M

Thus the number of machines canceled for the 1921
season came to 205,082, representing at the prices pre-
vailing in December 1920—$46,768,918. The number of
machines canceled for the 1918 season was 438, for the
1920 season 1,035, and none were canceled for the 1913
scason (Defts’ Exh, (8) 22; R. 604).

Similar conditions were experienced by other com-
panies (Sce Oliver—R. 251; DBrantingham—E. 83;
White—R. 83, 86; Taylor—R. 88, 90; McLean—R. 92;
Stambaugh—R. 102; Peek—R. 103, 104, 109; Graves—
R. 114; Thomas—115; Silloway—R. 117, 118; Nash—
R. 124; Messinger—R. 165; Stone—R. 164; MeMillan—
IR. 160, 161).

Testimony of Joseph Oliver as fo the Necessity for the
Price Reductions.

Mr. Oliver explained the reasons for the price reduc-

tions of the Oliver Chilled I’low Works, the ﬁrst‘ﬂf}m-
pany to reduce its prices {Jan. 10, 1921), as fOl-m“s.t
“The last thrce years in the implement. indusiry
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have not been normal years; far from it. They have
been the most disasirous years in the agricultural
implement line of any which our institution has
passed through, which covers nearly seventy years.
In my experience I do not recall in the history of
the company any comparable period; and that 1s
about a lifetime, The deflation in farm produets
has been so tremendous that the farmers’ buying
power was almost enlirely eliminated; in fact, he
was not in a position to buy the tools that he really
required for his operations on the farm during the
past three years. In 1920, we had heavy orders
and tlie trade was quite lively. We had a very large
inventory made of high-priced material 2t high
eost. Now, in that affair there, we sustained a very
serious loss, as all of our competitors did. There
was no way of avoiding it. We had thesc orders
from onr customers, but if we had insisted on their
gccepting the goods we would have broke many of
the very best connections we had, and we did not
require anybody to accept the goods. On the con-
trary, they were canceled, and they remained can-
celed; and a year and a half passed before they
came in to bny goods and when they did, they
bought them at very much less than cost, so much so
that we sustained a loss that ran into millions. We
were not forced financially to realize on our inven-
tory, but we felt it was advisable. As far as finance
15 concerned, my family—we financed our own insti-
tution and we are amply able to do that. That did
not bother us at all; it did not enter into our prob-
lem as we looked it over. But this was the thing
for us to decide. QOur representatives could not take
those goods so far as we could see and pay for them.
It was a question whether we would take the loss or
insist on their taking the goods so far as we could
force them to do it, and we did not feel inclined to
do 1t. We accepted the loss ourselves at the time.
We knew we were amply able to do it and it was
the wise thing for us to do. That decision was not
the result of lack of financial freedom on the part
of our company.

““Our company was onc of the first to reduce
prices for 1921. Our big reduction came in January,
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1921. T think there was a reduction in the fal] of
1920, but I am not positive about that. The poliey
we adopted when confronted with this collapse in the
farmers’ huying power was with a view of meeting
the farmer in his extremity and carrying what we
felt was a rcasonable part of the load ourselves.
We knew it was a scrious loss, but we knew he eould
not bear it all, and we fook a big share of it our-
selves. That was our rearoning and I have never
regretted the course that we pursued., I think it was
wise. I felt that something of the kind was neces-
sary. I just had in mind in an old settled state like
Obio, to see farmers fail, not only one but twenty,
why you know it is a thing that never was heard of
in the history of the United States. As to the busi-
ness necessity of the implement industry having to
meet this crisis by lower prices and liquidation of
high-cost inventories, I do not see how there was
any other way out. Alany of our competitors were
in a position where they reaily required cash to meet
pressing obligations. I think there were some quite
serious sacrifieces made from neeessity.” (R. 251,
252,)

NO COMPETITOR WAS ELIMINATED BY THE HARVESTER
COMPANY'S REDUCTION OF PRICES ON HARVESTING MA-
CHINES IN 1921 OR 1922 OR BY REASON OF ANY OTHER
ACT OF THE HARVESTER COMPANY OR BY REASON OF
ANY IMPOSSIBLE OR UNUSUAL COMPETITIVE CONDITIONS
CREATED BY THE HARVESTER COMPANY.

Of the companies which abandoned the hnr'.VESf-
ing machine business, the Adriance-Platt sold its busmes.s
in 1913 to the Moline Co. (R. 103); the Massey-Harms
purchased the Jolmston Company twelve years
ago (R. 85); the decision to liquidate the Acme
Company was made in 1919 (R. 99); the Independent
Harvester Company was in a Receiver’s hands as early
as 1917 and its plant was sold in 1920 (R. 94); the Bate-
man, Richardson and Belcher-Taylor Companies consol-
idated with eertnin other companies {not manufacturers
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of harvesting machines) and the consolidated company
was in the hands of a creditors’ committee in March
1921, over a month prior to the first price reduction of
the Ilarvester Company on harvesting machines (R.
125); the Seiberling Miller Company went ount of busi-
ness in 1917 (I}, 127); the KEureka Mower Company
ceased making or selling mowers at the end of 1919 (IR,
126) ; the Plattner Implement Company stopped making
mowers i 1915 and had ceased the manufacture of sweep
rakes, its only other harvesting machine, at the end of
1920 (R. 163). Thus all the companies, except the Wood,
had either ecased making harvesting machines, or had
decided to liquidate, or were in the hands of
their creditors hefore the Ilarvester Companly made
any price reductions or sold at what later turned
out to be at or below cost. The evidence in the case of
the Wood Company affirmatively showed that the cause
of that company’s finanecial troubles lay in the fact that
65% of its business was in the foreign trade, a greater
part of which was destroyed at the commencement of
the World War in 1914 (R. 93).

In the Brief and Argument the reasons are given
whielt led 1o the discontinuance of the manu-
facture of harvesting machines by the Acme, Wood,
Adriance-Platt and Johnston companies. In the succeed-
ing pages the causes for the abandonment of the
harvester ficld hy all the other companies which have -
discontinued their harvesting machine lines are stated.

The Independent Harvester Company of Plano, Illi-
nois. The capital stock of this company in 1913 was
$10,000,000. £1,000,000 was in common stock and tbe
balance in preferred machinery discount stock having no
vote but entitling the holder to an undiselosed discount
if he bought agricultural implements from the company.
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Six or seven million dollars par value worth of that
stock had been sold to farmers who by 1913 numbered
some 27,000 of its stockholders. The stock salesmen had
received a commission of from 10 to 25% (R. 94, 95).

In February, 1913 an investigation was made as to the
methods of the Independent Harvester Company. Mr.
Thompson, the then president, later was indicted for
fraud by a Iederal grand jury, tried and acquitted. In
1917 receivers were appointed who in May, 1920, sold its
plant at Plano, Illinois, to a Milwaukee syndieate, who
operated the plant until about January or February,
1921, through a Delaware corporation which fhey
formed. Mr. Steward, its former president, succeeding
Thompson, and afterwards one of the receivers, then
bonght the stock of this Delaware corporation and
formed an Illinois company. The manufacture of ma-
chines was stopped. The plant and its equipment was
sold to the Moline Plow Company. The [llinois com-
pany makes only a few repairs in a space leased from
the Moline Plow Company (R. 94-97).

Mr, Steward said:

*The difficulties which oceasioned the appomtment
of a reeeiver were not eaused by any unfair compe-
tition of the International Harvester Company of
of any other competitor. When I was operating the
concern as receiver I had no cause to complain of our
treatment in the field. * * * .

“Our chief difficuity in the field was obtgmmgg
class of dealers who were financially responsible .‘:SEd
comparatively permanently established. ~They r
not care to handle a line that might be d;s_contm%ﬁe
or concerning which there was some question. the
greatest number of our stockholders were lg‘hose
territory wherc our sales might be the lill'gesi-i hurt:

.stockholders were naturally disappointed an o
and on the one hand a dealer in a given coni}mrl;llleris’
might find in his territory ten to twenty 13 “stic
anxious to assist the company, and an ﬂf}fag(oﬁl 96)
group who still felt they had been injured.
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The DBateman and Companies Incorporated of
(irenloch, New Jersey. The evidence shows that
this concern was a  consolidation, made in May
or June, 1920, of the Bateman Mfg. Co., the
Richardson Mfg. Co., the Belcher-Taylor Company and
three other companies (R. 123). A very small percent-
age of the Bateman Companies’ business consisted in
sales of harvester lines and these sales were largely in
New England, New York, Peunsylvania and New Jersey.
The company went into a receivership in March, 1923,
and is being liquidated. Some of its plants have been
sold and none are now making harvesting machines (R.
123, 124).

Mr, Duane Nash, the sales manager of the Bateman
Companies, identified a letter sent out by a creditors’
committee on March 12, 1921, stating that the financial
difliculties of the company were due to an inability to
procure in 1920 certain additional working capital, to the
heavy and unbalanced inventory consisting principally
of steel and iron, and to the necessity of reducing loans.
e said that there was at that time no plan to discon-
tinue the harvester lines; that what led to their discon-
tinuance was the same caunses that led to the discontinu-
anee of most of the other lines—the slump in the sale of
agricultural implements which commenced in 1920 con-
tinned into 1922; that the disappcarance of these com-
panies from the trade, so far as it has taken place, was
due to what, in the light of after events, appears to have
been a rather ambitious scheme of consolidation requir-
ing considerahle financing and attempted on the brink
of a calamity hitting the implement business (R. 124-
126).
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The Seiberling Miller Company of Doylestown, Ohi,
The record in the former proceeding shows that this
company was formed in 1901 to Carry on a business
which had existed since 1863, It manufactured binders,
reapers and mowers, selling them mostly in Ohis and
Wisconsin, with some export business. Its average sales,
including those exported — approximately 25% — were
from 75 to 100 binders, 50 reapers and 200 to 300 mow-
ers a year . (0. R. Vol. IT, 1133, 1134).

In the present proceeding the Government called Wik
liam R. Miller, the son of Samuel Miller. He testified
that Mr. Seiberling died in 1916 that the company was
dissolved in 1917 and had not manufactured since {hen;
that his father died in 1922 in his eighty-fourth year;
the sons did not care to proceed with the business, being
engaged in other enterprises (R. 127, 128.)

The Eureka Mower Company of Utica, New I’or.k.
The evidence in the former proceeding shows that in
1912 this Company made potato, corn and bean planters,
weeders and seceders, hardware specialties, and a few
center draft mowers—the cutting bar being in the center
instead of at the side as is the usual case; that from
1902-1911 it sold anywhere from two to fifty-four mow-
ers a year (0. R. Vol I, 532).

The record in this proceceding shows that the com-
pauy’s largest lines are potato machines, corn Plﬂn:::rs'
fertilizer distributors and harrows. It f:eased ma ;;g
mowers at the end of 1919, in which year it soId. 16. t.h fé
Newcomer, the president of the company, tesnﬁ‘le af
the decision to abandon the manufacture a_n(? sa ebﬁt
mowers was not because of any unfair competmo? on-
because its mower was of a type which the prest_mh Eost
eration never has used, to any extent, and whic
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more to make than the type now used; that the mower
business had not been a factor in the trade of the Eau-
recka Mower Company for at least 15 years prior to
1919 (RR. 126, 127),

The Plattuer Implement Company of Denver, Colo-
rado. This concern, as the record in the former proceed-
ing shows, was first a jobber. Subsequent to 1903 it com-
meneed manufacturing mowers, sweep rakes and stack-
ers, and by 1912 it was manufacturing and selling 587
mowers, 303 stackers and 530 sweep rakes. It also made
pumps and water tanks., The intermountain freight
rates operated to its disadvantage at Denver because
of the rates on its raw materials from the FEast, Its
sales were practically all west of Denver. (O.
R. Vol. I, 418, 419) In 1915 a Mr. Yale of
Lincoln, Nebraska, became interested in the firm
and the Plattner-Yale Company was formed, the
business was removed to Lincoln, Nebraska, and
the manufacture of mowers was abandoned. In
1919 the name was changed to the Yale and Hopewell
Company. This company made sweep rakes, stackers,
pumps, windmills, cylinders, valves and pump jacks and
a general supply of water tools. In 1919 it sold 94 stack-
ers and 131 rakes; in 1920, 284 stackers and 468 rakes;
in 1921, 2 stackers and 40 rakes (R. 497). The
company had cecased manufacturing at the end
of 1920 and a trostee in bankruptey was ap-
pointed in 1923 who sold the plants in May of
that ycar. The failure was caused by a lack of
business catching the company after it had prepared to
do a large volume which fell off rapidly in the fall of
1920 (R. 162-164).
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ATPENDIX TO PART III.

AS T0 THE EFFECT OF THE PROVISION OF THE DECREE
LIMITING THE HARVESTER COMPANY T0 A SINGIE
DEALER IN A TOWN.

THE LOSS OF DEALERS TO THE HARVESTER COMPANY.

Mr. McKinstry, the Vice President of the Harvester
Company in charge of sales, testified that under the de-
cree of 1918 the Harvester Company discontinued 4,778
dealers who, during the last year in which they did busi-
ness for the Harvester Company, sold $17,377,246,02
worth of goods. Of these dealers approximately 50%
took up the sale of competing lines of harvesting ma-
chinery (R. 172, 175).

This loss of dealers to the Harvester Company came
after a steady and material loss through other causes.
Detitioner’s Exhibit (S) 2 (R. 391-395) shows that the
Harvester Company had 30,110 dealers handling its har-
vesting machines in 1914 and 17,007 in 1918 prior to the
decree.

The reasons for the loss of these dealers prior to 1918
werc fully shown by the evidence. About ha]fi ?f these
dealers were lost through the inercased compe.tltmn that
resulted from Deere & Co., the Massey-Harris C(-.'!. and
the Moline Company entering the harvester field in the
United States, and the other half were Iqst byl reason
of the change in the manner of doing business frorlt;;
commission agency to a straight sales contract (R. 185,
184, 211, 212).*

.Mr‘"lliﬁggfdits;“?l?g :chnnge from the comm!ssiun..t‘:inntri(l‘gzt:gdmllz

contract basis, the old system was the mmn;i?eb (t];je ooods, pAT

which the dealer signed an agreemont to rece

elve g commission;
ight and for such sales as he made to rec at all
:Eg r;;?)fk on hand rempined the property of the Company
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The dealers who handled the products of the Har-
vester Company in 1918 were men whom competitors
had been unable to take away from the Harvester Com-
pany; in addition, they were dealers of good eredit
standing and, as Mr. Legge said, ‘‘they were experi-
enced people in the implement business’ (R. 190). The
loss by reason of the 1918 decrce of 4,778 dealers—who
formed part of the residue of the 17,000 the Harvester
Company bad succeeded in retaining—clearly was a se-
vere blow. Tt amounted to a loss of over a fourth of its
customers.  As My, McKinstry, the Vice-President in
charge of sales, said:

“The loss of the 4,778 dealers who had done a
husiness with us in the year previous of $17,377,-
246.02 meant a loss to the IIarvester Company of
an opportunity to repeat that amount of business
the following year for the discontinned dealer, as a
rule, succeeded in holding his own customers. The
local dealer had a good will and his old customers
kept ‘coming to’ him for repairs for the line he had
been obliged to give up and then he sold them com-
peting goods”’ (R. 176).

THE IMPORTANCE OF THE IMPLEMENT DEALER—HIS GOOD
WILL AND CONTROL OF LOCAL TRADE.

Mr, Peek of the Moline Plow Company' said :

‘Assuming competition between a number of dif-
ferent harvesting lines of different trade names, but
all of them of demonstrated good design, T would

times and the procecds in the form of farmers' notes were turned
over to the Company In payment for the goods. Discontinuence
of ermmission coutracts oceurred generally In 1917. We bad pre-
viously made snme little progress townrds straight selllng basts in
& limited territory. The commission plan was a constant tempta-
tion to local dealer to order liberally and let the Comnpany carry
the surplus; it invelved constant adjustments because of deprecia-
tlon of goods not properly housed and cared for by dealers; it
was an expensive and undesirable means of marketlng the goeds.
Not until after the passage of the Foderal Reserve Act giving
broader financing capncity to the country banker, partleulurly on
farm paper, @ld it seem possible to secure adequate representation
of goods on sales basts” (It. 184).
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say unqualifiedly that the progress of the line would

Bgﬁa) question of representation in the dealer.” (R.

For testimony of other competitors see brief, p. 63.

Mr. Legge testified:

“The good will of the local dealer, now that he
has become an independent dealer rather than an
agent, 18 the most important factor in the successful
conduct of the implement business today because the
question of distribution is the last test of successful
or unsuccessful business. There is a very substan-
tial good will in the trade otber than the good will
of the manufacturer. In my Judgment the effective-
ness of the retail channels of distribution is the most
important factor in the trade—the good will of the
local dealer and his efficiency as a distributor.” (R.
190, 191.)

In this connection attention is called to Table 3 of the
summaries of the implement dealers’ testimony (R. 28?,
287). This table contains a list of 35 dealers who testi-
fied to the good will which an implement dealer con-
trolled and its importance in the sale of agricultural imn-
plements. Thirty-one of these 35 dealers had been dis-
continued under the decree of 1918 and testified that
since being so discontinued they had taken up the :sale
of compefing harvester lines and had sold such machines
to farmers, who had previously purchased from them
harvesting machines of the International Harvester Com-

pany.

HE
THE ADVANTAGES ACCRUING TO COMPETITORS FR;M T
SINGLE DEALER PROVISION OF THE DECREE.

Aside from the fact that the provision Iimitix.lg th.e
Harvester Company to one dealer in a town c.lepnved 11:
of many valuable dealers, forever prevented it from. nm
tempting to monopolize the supply of dealers, there wers
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many aflirmative, positive advantages whiell acerued to
competitors. These were stated quite fully by the com-
petitors themselves and by discontinued dealers.

(a) Testimony of Competitors.

Mr. Bradshaw of the Magsey-Harris Company said:

“T am inclined to the opinion that the deeree
againsl the Harvester Company in 1918 freed some
dealers who were otherwise engaged with that Clom-
pany. Of course there are many dealers now who
on account of the distress in busimess do not find it
profitable to coniinue, but we have been able to ob-
tain dealers in numbers satisfactory to us’’ (R. 257,
238).

For other testimony of competitors sce brief, p. 64, 65.

(b) The Testimony of the Dealers.

The evidence of the discontinned dealers called by the
defendants in this case proves beyond dispute that they
can and do sell sucecessfully in competition with the deal-
ers retained by the Harvester Company the harvesting
machines of each and every competitor of the Ilarvester
Company.

(1) Al the diseontinmed dealers ealled as  wit.
nesses {estified that taking into consideration the con-
ditions of the trade in the last three years they felt that
they had met with snceess in selling these competing har-
vesting machines. In some instances the line of harvest-

ing machines which they took up, upon being discon-
thued, were well known in the territories in which tley
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sold, but in many instances the discontinued dealers gue-
cessfully introduced these machines.

(2) Thirteen of the discontinued dealers testified that
sinee taking up the competing harvester line they had
sold more harvesting machines than the dealer handling
the Internmational harvesting machines, and twentyfive
testified they had sold as many as the International
dealer or that they had sold as many machines as prior
to their discontinuance as Infernational dealers (R, 288).

(3) Fifty-four of the dealer witnesses testified that a
capable dealer could take any well made line of harvest-
ing machines and sell them successfully in competition
with a dealer handling the harvesting machines of the
IHarvester Company (R. 287). This list ineluded dealers
who handle every make of harvesting machines on the
market,

(4) The discontinued dealers have been aided to some
extent by the fact that, at the time they were discontin-
ued, they usually had on hand repair stocks which they
had purchased from the Harvester Company. Their
former customers who in the past had bought from them
International harvesting machines continued to come to
their places of husiness {o obtain repairs. This gave
these dealers the opportunity to show these customers
the new lines of harvesting machines, the sale of which
they had taken up, and thus afforded an excellent oppor-
tunity for them to retain, as they did in many instances,
their old trade. While, under the terms of the decree,
the Harvester Company has not sold its repairs to more
than one dealer in a town, yet the discontinued dealers,
after their stock of International repairs had been cx-
hausted, were able to purchase all the repairs for Inter-
national machines that are usually in d_emand, ’from mal;:
ufacturers, known in the trade as ‘‘pirates, who §2P4)
cialize in manufacturing these repairs. {R. 177, 191,

The following quotations from the dealers’ testimony
are fairly illustrative of the sitnation.
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Mr. Dallas Sullivan, a discontinued dealer, said:

“The decree in this case from my observation has
been a boon for the Deere Company and a detriment
to the Harvester Company. Before this decrce the
Harvester Company could have a man on one side
of the strect selling MeCormick and on the other
side of the street =selling Deering. They could
monopolize the harvester business. Now when this
decree came the man on one side of the street handles
both the Deering and McCormick and the man on the
olther side would take-on the next best which would
be the Deere. There is keen competition between
the Deere dealers and the Harvester Company deal-
E-rs .in selling harvesting machines.”” {R. 323, 324.)

““IWe have sold those machines (Deere) usually to
customers who have been patronizing the firm in
years gone by who have been our permanent cus-
tomers; if they need a plow or a mower or a binder
they come to us. Two brothers, for example, came
in to get a new knotter for their McCormick binder;
we had a Deere binder on the floor; after consider-
ing the price of a knotter and at what price we could
take their binder in in trade, they bought the Deere
Linder. * * * We carry gunards and scetions
for International machines and we have a few car-
ricd-over International repairs. We have replen-
ished {lhem by buying from companies that make
guards that fit the machines, say, Whittaker of Chi-
cago, or Henry & Allen.”” (R. 324.)

A. J. Kleinjan, a dealer at Durant, Ta., testified:

““When I changed from the International to the
Mu_ssey-Harris line I had some International repairs
which I have been selling to customers who formerly
bought International machines from me, in order to
keep my customers coming in, and T have succeeded
in holding them. I sell Massey-Harris machinery,
binders and mowers to customers who formerly
bought the International.”” (R. 313.)
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(¢)  Testimony of the President of the Harvester
Company.

Mr. Legge testified

““These dealers made other arrangements for
their supply and continued in the trade, the majority
of them at least. T do not know of any that discon-
tinned as retail dealers gimply becaunse of this
change. There was ample opportunify to purchase
their supply of harvesting machinery from others.
* * * Sometimes we were ahle to choose which
dealer to retain in a town, and frequently not. It
was purely a business ncgotiation in which two par-
ties were interested. The dealer frequently pre-
ferred to secure his supply from some one else be-
cause of other trade reasons. Regarding the ad-
vantage to our competitors of forming connections
with these discontinued dealers, they were experi-
enced people in the implement business, at least we
tried to have our contraets with experienced people.
The local dealer of any standing and efficieney ex-
perienced in the business has a clientele of farmer
customers who come to him for requirements and
they would naturally come to this fellow for repairs
for the machines thev had previously sold for us.
He usually retained the stock of repairs he had on
hand and replenished those by purclmses_ from th‘:‘f
makers so that lie capitalized the experience to his
own benefit and indirectly to the ]Jen'eﬁt o_f th’? COIE'
petitors who placed their goods with him.”! (R.

190.)

5
THE SINGLE DEALER PROVISION OF THE DECREE 1:;:3
° FORCED THE HARVESTER COMPANY TO A SINGLE L
OF HARVESTING MACHINES.

My, Legge testified:

“The change was not made in anticipﬂhon.ofr?;?
filing of the petition but for natural economie o
sons, When it was made we had no ar!tlclpaponin_
this petition or of any similar proceeding being
stituted.” (R. 192.)
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Some of the diffieulties of marketing the McCormick
and Deering line through the same dealers were ilins-
trated and foreshadowed by the difficulties experienced
between 1913 and 1918. When the Harvester Company
commeneed about 1913 to lose dealers, due to the in-
creascd competition, it was foreed to placec more than
one of its lines with one dealer, instead of being able
to place each of its lines with a different dealer. The
result was unsatisfactory and accounted in part for
the rapid deeline in the sales of Osborne, Champion and
Milwaukee machines between 1912 and 1918.

In speaking of this situation A r, Legge said:

““Between 1913 and 1918 the number of the Com-
pany’s loeal representatives decreased approxi-
mately ten thousand. This was partly through in-
creased compelition as explained, and partly through
the change from the old system of commission con-
tracts to the straight sale contraci basis which in-
volved a credit element which resulted in the elim-
ination of a good many accounts, the eredit resources
not heing sufficient to justify the hazard of selling
the goods. "Phis reduction in distributers resulted in
bunching the lines to maintain representation and
protect thie customers on repair service. Contracts
for two or somectimes more lines were placed with
the same dealer. The dealers did not take to that
very kindly as it involved an additional expense to
them, duplicating repair stocks and varions other
inconveniences, and did not give as cfficient service
on two or more lines made hy the same manufacturer
as they had given on the sale of a single line. As
presented to us by our salesmen who were endeavor-
ing to cover the territory on all lines, the dealers
stated that this created confusion. Their facilities
were not such that they could keep them separate
without more or less expense, and the stock argu-
ment was that inasmuch as we owned both of the
lines, 1t did not make any difference to us whether
they sold thirty machines of three different lines or
thirty of onc line. Why should we insist on their
carrying this duplieation?’’ (R. 184.)
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The officers of the Company from past experience {hys
knew of the difficultics of marketing two lines through a
single dealer. They were not ready, however, to give up
the substantial good will of the MeCormick and Deering
lines, as separuie and distinet machines, without making
a fair trial of marketing them through a single dealer, -

Mr. Legge teslified:

‘‘Before going to the one line we tried to find out
whether it was practicable from a business stand-
point to market both lines through one dealer rather
than combine the lines. We tried it out.”” (R. 151)

But he said:

““The same reasons I have mentioned making the
service of the dealer unsatisfactory and inefficient
in selling two or more of our lines continued to apply
after the 1918 decrece to the two that we had left,
and inevitably led to our going to one line through-
out the entire line of manufacture known as the
McCormick-Deering line, This problem was a mat-
ter of some difference of opinion and discussion fo’l,'
a year or two after the entering of the deerce.
(R. 191.)

Mr. J. F. Jones was appointed Sales M: zer in
March 1919. He testified: x

““We were still maintaining two or more dealers,
but were prepared to comply with the provisions Od
the decrce in 1920. T interviewed dealers and foun
that they were adverse to taking on the two Olr 1111_01‘ee
lines, and they expressed a desire for a single lﬂ(:
hecause the handling of two lines meant an mgl'@agt;
in their investment and storage and colt:lIJhcﬁ'lt“mthe
their service problems and placed upon t enéome
obligation of keeping a double line of repairs. dk'ﬁ'er-
dealers were handling like lines produced bYt } A
ent companies, hut that is a different mat c{:onal
dealer will take the Decre line and the Intcmrill )
Harvester line in order to get the benefit of_tSO !
vertising and sales efforts of both companics
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he would object if one company asked him to take
that burden without any addifional! advantage in the
way of sales assistance and advertising. I have dis-
cussed the subject, and I know from my own experi-
ence as o dealer.” (R. 246.)

e also said that he brought the matter to a head in
the fall of 1920 and shortly thereafter it was decided to
design a new lharvesting line (R. 246). The evidence
showed that in the case of the binder this proved to be a
difficult engineering feat which involved considerable time
(R. 192, 247, 248). A few of the new binders were put
out in 1921 and were not satisfactory (R. 191). Several
hundred redesigned macbines were sold in 1922 and five
thousand were built in 1923 (I3, 247).

The Harvester Company for its domestic sales now
makes only one line of grain harvesting machines and
rakes. While the Harvester Company makes two corn
binders these are distinet and different machines used
for different purposes and for different conditions of the
corn crop met in different parts of the country (R. 191,
192),

Mr Ysge testified:

%y of these changes involved considerable ex-
pe m!' It is considerable of an engineering job to
amslgamate the cutting apparatus of one machine
with the binding apparatus of another. It has in-
volved three vears of active experimenting and en-
ginecring work and following that a rather radical
change in the shop equipment for producing the
machine as redesigned.””  (R. 192.)
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AFPENDIX TO PART IV.

THE SALES OF THE CHAMPION, OSBORNE AND MILWAUKER
LINES OF HARVESTING MACHINES.

The principal business of Avery & Sons is in the South
and Southwest. The plant of Avery & Sons is at Louis-
ville, which is admirably adapted for the shipment of
machines to the territories where Avery & Sons have
thetr principal Dusiness. Avery & Sons therefore re-
fueed to purchase the lHarvester Company’s plant at
Springfield, Ohio, which not only was unfavorably sit-
nated for their trade, but would have invoived the neces-
gity of Avery & Sons maintaining two agricunltural im-
plement plants—one at Springfield and one at Louisville
(R. 87, 88, 90, 270, 389).

The Emerson-Brantingham Company had a well-
equipped manufacturing plant at Rockford, Illinei,
where it already was manufacturing its old line of muw-
crg and rakes and most of its other agricultnral imp'e-
ments. The Emerson Companys’ principal husines ter
ritory is in the mididle west and manifestly Ro¢, o ll'd 18
a much better point from which to serve that 1oty
than is Auburn, New York, where the plant of he }.Ial'-
vester Company which manufactured Osborie march.nes
was located. The Emerson-Brantingham Company
therefore wiscly and properly deelined to purchase the
Auburn plant (R. 81, 82, 187, 389).

-
- *

The delay in the sale of the Milwaukee line ‘\_35'110:’
of the Harvester Company’s choosing. As Mr. Legd
tostified :

¢ An elfort was made after the decree
sell the Milwaukee line. There had heen

of 1913 to
4 numher
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of negotiations Dhefore the negotations started for
its sale to the Moline Company. [ personally tried
to sell it to Mr. Ford and failed. We had a deal we
thought practically closed with the Case Thresher
Company, of Racine; also one with the Minneapolis
Steel and Machinery Company, Minneapolis. These
were at different times.”” (R. 219)

AVERY & SONS.

Avery & Sons was established m 18235; its plants and
head office are in Louisville, Kentueky. It has branch
houses at

Dallas, Texas Little Roek, Ark.
Houston, Texas Minneapolis, Minn.
Amarillo, Texas Shreveport, La.
San Antonio, Texas Memphis, Tenn.
Atlanta, Ga. Montgomery, Ala.
Oklahoma City, Okla. Charlotte, N. C.
Omaha, Neb. Kansas City, Mo.

New Orleans, La.

(See R. 87, 88, Pet. Exh. (8) 22 and (8) 26—NR. 428
430.)

The prineipal trade of Avery & Sons is in the South
and Southwest and no implement house has more branch
houses in the Soutl than Avery & Sons (R. 270, 271).

Mr. Black, who has been with Avery & Sons over
thirty years, and is now its President, testified:

“Wlen I went with Avery in 1894 they were man-
ufacturing plows, planters, cultivators, and an as-
sortment of one-horse tillage tools. They have sinee
added disc harrows, stalk eutters and harvesting
machines.”” (IR, 269)

Avery & Sons thus have, as its Vice-President Mr.
Taylor stated, a ““fairly complete line of agricultural
tmplements’’ (R. 89).

Mr. QOliver, the principal owner of the Oliver Plow
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Company, testified in reference to Avery & Song’ plow
and tillage business that

““South of {lic Ohio T rather think B. F. Avery &

gmns are as strong as anybody down thero,” (R,
51.)

THE EMERSON-BRANTING HAM COMPANY.

The head oflice and prineipal plant of this company is
at Rockford, Illinois. It has other plants at Minneapolis,
Minn., Wayneshoro, Pa. and Batavia, T1l. It has branch
houses at

Denver, Colo. Auburn, N. Y,
Peoria, I11. Salisbury, N, C.
Rockford, I11. Fargo, N. D.
Indianapolis, Ind. Columbus, Ohio

Des Moines, Towa Oklahoma City, Okla.
Wichita, Kan. ITarrisburg, Pa,
Minneapolis, Minn. Sioux Falls, S. D.
Kansas City, Mo. Nachviile, Tenn.

sSt. Lounis, Mo. Amarillo, Texas
Billings, Mont. Dallas, Texas

Omaha, Neb.
(See R. 83, Petitioner’s Exhibit 11, R. 405.)

The Emerson-Brantingham Company was founded.in_
1852 (R. 83). For many years it has made a long line
of agricultural implements, tractors, threshers, plOWSs
clover hullers, hay balers, harrows, pulverizers, listers,
planters, stalk cutters, drills, wagons, engines, manure
spreaders, sweep rakes, side delivery rakes, stackers,
combined rakes and tedders, sulky rakes and mowers
(0. R. Vol. 1, 352, 353; 0. R. Vol. IT, Defendants’ Ex-

hibit 196, following p. 1352; IR, 83).

Mr. Oliver testified that: . iy
“B. F. Avery & Sons, Emecrson-Brantingham athe
Moline Plow are old and established concern? ;nand
business. Their plow and tillage lines are I‘{\ee 200
favorably known in the trade. They ﬁ]a e S
goods and they are favorably known by the

(R. 251.)
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Mr. Sillowny testified that the Emerson-Brantingham
Company was one of the leading plow manufacturers in
the Unifed Stales and that its competition was strong
throughout the United States (R. 261).

The record in the former proceeding showed that the
Emerson Company had a growing and prosperous busi-
ness (O, R. Vol. 1, 352, 353). 1ts business was prosper-
ous in 1920. In common with practically all agricultural
implement companies it lost money in 1921 and 1922 but
its business improved in 1923 (R. 83, 84).

THE MOLINE PLOW COMPANY.

The company, a Virginia corporation, is a reorganiza-
tion of an Illinois corporation (R. 102, 103) whose busi-
ness was fully described in the former proceeding. The
Moline Plow Company, according to the record in the
former proceeding, was a very successful and prosperous
concern (sce testimony of AMr. Barber, O. R. Vol. TI,
1057-1062; Stephens, 0. R. Vol. II, 1160-1163). This
testimony covered the history of the company till about
the middle of 1913. The company manufactured plows,
harrows, wagons, cultivators, seeding machines, plant-
ers, manure spreaders, side delivery rakes, hay loaders,
hay tedders, heet seeders, potato diggers and other im-
plements (0. R. Vol. II, Defendants’ Exhibit 196, p.
1352). In January, 1913, it bought the business of the
Adriance-Platt Company at Poughkeepsic, New York,
which manufactured grain hinders, corn binders, mowers
and sulky hay rakes. Sometime suhsequent to 1913 and
prior to 1920 the stock of the Moline Plow Company was
acquired by the Willys-Overland Company and it took on
the manufacture of tractors (R. 107, 109).

In the fall of 1920, the Willys-Overland Company was
financially embarrassed and this, together with its un-
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profitable tractor bLusiness and the farm depression in-
volved the Moline Plow Company in financial difficulties
also. Because of the then existing relationship hetween
the two companies the Moline company coukl not re-
organize until the Willys company had done so and it
was not until the summer ot 1922 that its ofiicers could
plan intelligently for the future. (R. 107-100.)

The reorganization consisted of issuing the debentures
and the first preferred stock in the Virginia company to
the ereditors of the Illinois company; the sccond pre-
ferred stock fo the holders of the preferred stock in the
old company and the eommon stock to the holders of the
senior securities, with a small block for the common
stockholders of the old Tllinois company. The cffect of
the reorganization was to make the creditors the prin-
cipal stockholders, and to climinate in the main the old
common stockholders. (R, 103.)

Mr. Peek, the President of the company, said that the
statement in the annual report of 1922 reading as fol-
lows:

‘“The position shown is unusual. Against book
value of assets totaling $32,229,123.16, the invento-
ries being computed on prices at the lowest points
of the recent depression and far below present mar-
kets, the eompany has reserves of $10,788,716.97, or
thirty-three and one-third per cent. The ratio of
the net quick assets to current liabilities 1s _nearly
fourteen to one. Its fixed interest charge is less
than $875,000 per annum.

““We know of no company whose values are sc;
conservatively taken or whose ratio of current deb
to quick assets is so favorable,” '

was true except that since then the tractor bu‘smess had
been in the process of liquidation at bargain countel;
prices and this had changed the figures somewhat, but

that the company had practically no current indebted-
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ness; that it had eash on hand substantially in excess of
its eurrent liabilitics and in his judgment it was in as
favorable a position to earry on a successful trade as
when the statement was put out.  (R. 110.)

During 1919, 1920, 1921, 1922 and 1923 the Moline
company maintained hranch houses at the following
points—Pelitiener’s Kxhibit (8) 39 (R. 453):

Atlanta, Ga. Minot, N. D. (1919 only),
Baltimore, Md. Moline, Tl
Bloomington, Tl New Orleans, La.
Columbus, Ohio. Oklahoma City, Okla.
Dallas, Texas. Omaha, Neb,

Denver, Colo. Portland, Ore.

Des Moines, 1a. Poughkeepsie, N. Y.
Indianapolis, Ind. Salt Lake City, Utah.
Jackson, Mich. Sioux Fallg, 8. D.
Kansas City, Mo. Spokane, Wash.

Los Angeles, Cal. Stockton, Cal.
Minneapolis, Minn. St. Louis, Mo.

Mr. Silloway, Vice resident of Deere & Co., testified
that the Moline Company was next to the Deere Com-
pany and the Oliver Company, the largest manu-
facturer of steel plows in the United States (R. 262).

*

The three oldest names in the harvesting machine busi-
nes are McCormick, Osborne and Champion, in the order
named, Champion machines were first made in 1868 and
have been manufactured ever since, and Osborne is even
older (O. R. Vol. I, 268}.

In the former proceeding Professor Davidson, of the
Agricultural Engineering School of Iowa State College
testified that the Champion and Milwaukee binders had
improved more than had the Decring and MeCormick
binders (O. RR. Vol. II, 1185, 1187).
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My, Oliver testified:

““I am familiar with the Osborne harvester line
sold to the Emerson-Brantingham Company and the
Champion line sold to Avery & Sons. Hoth lines
sold well. They werc in the trade a number of
years, and I know quife a bit about their working,
They gave a good account of themselves and they
stood high in the trade. I think their good reputa-
tion existed in 1918 and does to-day. ® ¢ ¢ They
were known all over the United States favorably.”
(IR, 253, 254).

Mr, Black said:

““We have found the Champion line to be well
known in our territory, and the good will which we
found in the Champion line has assisted our busi-
ness generally.”” (R. 272.)

11e also said:

““We are satisfied with the Champion line, and it
has given satisfactory results to our customers and
farmers who have used them.”” (R. 270)

Mr. Peek testified that before purchasing the Milwan-
kee line his engineers had investigated it and found it
satisfactory (R. 265). He also said that with the Mil
waukee line the Moline Company would gain customers
3in the middle west (R. 264).

Mr. Nuss, Secretary of the Wisconsin Implement Deal-
ers’ Association, said: .

“In years gone by the Milwaukee harvesting ma-
chines were largely sold in YWisconsin, and were qltlﬁ
of the most popular lines. I am acquainted wi
the Milwaukee, and it is a good line.”” (R. 306)

- L ]

My, Peek testified:

““We started a new system of sales when we ttfmﬁ
the management of the Moline Company In theh ie
of 1919, We put it into effect in 1920 and ait
pursued it ever since and are still developing 1t
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We arve entirely satisfied with the results. Qur busi-
ness this vear (1923) has heen very much better
than last vear and it was all done on the cash plan.
1924 laoks better to us than 1923. We have goods
to sell and we think we are making a good line, as
good as anybody in the trade. Relatively T do not
know of anybody wlho has any hetter prospects than
we have now. Our market is all over the United
States.”” (R. 109.)

Under the new sales system above referrcd to by
Mr. Peek, the Moline Company sells for cash at prices
10% less than ils principal competitors. The plan has
eliminated great expense in freights, in credits and in
collections. (R. 109, 110.) In describing this plan Mr.
Peek said:

“We sell for cash with sight draft against bill
of lading, * * * Generally speaking, we aim
to maintain a spread of about 109 under the cash
systemm as compared with the term system. (IR
105,y * * * We are restricting hranch houses,
as the term is generally understood and as they
were used in former years, and are adopting a ware-
house system of distributing in more distant local-
itics and jobbing some in the more distant terri-
tories, Our maximum discounts arc given for car-
load shipments direct from factory to the dealer.
Where we ship out of our warchouses we give less
discount than where the dealer buys direct from
factory. * * * It has resulted in a tremendous
reducliou in our expenses, and it is from those ex-
penses tbat we hope to he able to maintain the dif-
ferential of about 10% under what we call the Mo-
line plan, giving the dealers the profit of the saving
which we will achieve from that method_, relying on
the prefercntial discount to attract business rather
than the weight of sales effort to push it. We fur-
nish parts always, charging for them and we charge
for scrvice wherever they ask ug to send a man to
help them; but if a man is able to serve himself we
don’t charge him with service in the sales price.

(R. 110.)
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He also said:

““Our whole plan of selling must attract the hest
dealers, heecause the poor dealers cannot huy under
our plan, and the best dealers are going to bhe at.
‘grséc)ted by the additional margin of profit” (R
266).

““‘Hay tools, 1Lat is mowers and rakes, are more
generally sold throughout the United States than
almost anything else in the implement business.
We manufacture now a part of the hay tool line
and we desire to continue, for the convenience of
our customers, the manufacture of the balance of
the hay tool line so we may assemble complete
cars and get the advantage of carload rates of
freight which is impossihle with a decidedly lim-
ited line. Qur trade is hetter satisfied if we can
supply them with these harvesting machines as well
as tillage tools.”” (R. 108.)

Mr. Black, of Avery & Sous, said that

‘It would probably have cost us six or seven times
as much to make our own patterns and manufactur-
ing equipment, and it would also have required 10
vears to have perfected a design so that there would
have heen no weak spots left in it.”” (R. 270)

Deerc & Company developed its own binder, yet Mr.
Silloway said that

¢¢it would be easier to get into trade by buying
a well known harvester line than by designing a
binder (R. 261). * * * We could have gotten into
the binder business easier hy buying a well and
favorably known hinder than by developing one, be-
cause such a binder will already have an established
trade, and primarily beecause you buy the patterns,
dies and the jigs and the development of the ma-
chine over a period of ycars—the experience of EIE
gineers—instead of having to start at the grounl
and develop that cxperience yourself, a long, dii-
eult, and costly operation’ {R. 263).
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The first year Deere & Company were in the grain
binder field it sold 10 binders in this country; the next
year 931 (O. R. II, 1167).  The first year the Imerson
Company was in the hinder trade it sold 3,522 Osborne
binders; the next year 4,983 (R. 405). The first two
years Avery & Sons was in the binder trade it sold 1,460
binders (I3. 428).

Mr. Oliver, President of the Oliver Chilled Plow
Works, testified upon this point as follows:

““Q. Assuming that the Fmerson-Brantingham
Company and the B. F. Avery & Sons Company, or
for that matter any other implement company, de-
sire to add a harvester line to their other lines, in
your opinion as an implement manufacturer would
there be any advantage in entering the trade by ac-
quiring an cxisting line with a standing such as the
Osborne and Champion lines as compared with de-
veloping new harvester lines for themselves?

‘“A. There is a decided advantage. The lines
were Doth always favorably known. They were
known all over the United States favorably. And
I am quite sure that to attempt to build a line of
harvesting machines such as you refer to, nny manu-
facturer would be taking great risks and would have
some serious ifroubles to meet in correcting certain
errors that always creep into a tool of that kind.”’
(R. 253, 254)

Mr, Legge testified :

““There is a very distinet advantage to such con-
cerns desiring to take on a harvester line in acquir-
ing an existing established line rather than develop-
ing a new one. First, whatever clement of stability
or good will went with the line they acquired and,
what is still more important, the elimination of the
engineering developing umncertainties that usually
go with the production of any new farm tool. Fur-
ther, they would acquire a certain amount of repair
business on machines already in the field which helps
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to attract dealers, as the demand fof those repairs

brings a customer to the dealer’s store.”” (R.187)

HSTATEMENT
COMPARING RALES OF CHAMPION LIXE
WITH
McCORMICK AND DEERING LINES
BINDERS, MOWEIDS, AND SULKEY RAKES
(In Quantities).

1918
Tuotzl
MeCormiek

angd
Champlon McCormick Deering Devring
Graip Bioders ........., 474 31,164 31,918 (3,082
Mowers ....,....... PR, 841 44,950 30933 (1,913
Sulky Ilakea ..... U 475 17,982 12,773 30,555
Total ..... veras LTHO 93,926 H0,624 174300

Per Cent of Champion
Sales to MeCormick

and Deering Sales. .., 1%

{Figures taken from Pa ges 397 apnd 398 of Record—DPetitioner’s Ex-
hibit (8) 4).

1523

D. F. Avery Internattonal

& Sons Harvoster

{Champion Line) Company
Graln Binders .....oovivieenrenivannes 493 0,161
B ) 3,714 10,3:11
Bulky Iakes ...... Searnei b beeraaayas 2,639 27,627
Total .......... 6,846 : 1281729

Per Ceot of B. F. Avery & Sons Sales to -
Ioternationel I{arvester Company Sales 5.3%

f Record—
Figures for B. F. Avery & Sons takea from Page 428 o
I’eiitigger‘s Exbhibit (8) 21. Figures for International Han?stcl; g(i’;ilt
paoy teken from Pages 397 and 398 of Record—Petitloner's Ex
(8) 4).
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STATEMEXT
COMPARING OSBORXE GRAIN BINDER SALES
WWITIE

MCORMICK AXD DEERING GRAIN BINBER SALES
(In Quuntitiesr).

1918
Osborue . ..ovieenann.n e Ceareaiame e b i ieasaan m
MeCormlick oooavoo s Ceriearreaaras P Chrasa s 31_.10_4
Ieering ... . et et Veseaeaorees 31918
Total—BMcCornick and Deering........ reeeercaaeran (m
I'¢r Cont of Osbhoroe Sales to MeCormick & Deering Sales. ..., 220,

fAhove fipures taken from page 397 of Record—Tetitioners' Lxhibit
(R) 4.)

1623
Emerson Brantinghem Co. {Oshorne Line).........c.e.veeen 091
Internnitonal Harvester Company......... et et iararraeaen 0,161

Per Cent of Finerson Brantingham Salea to International Inr-
vester Comprny Sales .. oiveeiie i 3.39%

(Fleures for Emerson-Brantinzham Co. taken froin Page 405 of Hee-
ord—I'etitioner’s Fxhihit {8) 10; figures for International Harvester
Company taken from Pege 307 of Record—Petitioner’s Exhlbit (&) 4).

Dealers were called, who prior to the entry of the de-
cree had handled Champion or Osborne maehines for the
Harvester Company and thereafter sold them with in-
creasing success for Avery & Sons, or for the Emerson-
Brantingham Company (Stoudenmire, R. 326). In other
instances, the dealer witnesses had handled the Deering
and McCormick lines and upon being discontinued in ae-
cordance with the deeree had taken up the Champion
or Osborne lines and sold them suceessfully (Beck., R.
328; McCarthy, R. 314; Glasrud, R. 321). In still other
instances, dealers who had not handled any machines
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for the Harvester Company had taken on the Champion
or Oshorne lines and met willl suceess in their sale (Jen
ner, R, 311; Nuss, R. 306).

The evidence also gives instances where the Cham-
pion and Oshorne lines were successfully introduced into
territories where they had not been sold for many years
previously (MeceCarthy, R. 314; Hich, R. 327, 328; Freneh,
R, 316; Reynolds, R. 308, 310).

A few cexamples of the testimony, which are illns-
trative, will be given here.

L. L. Jeuner, of Marengo, Indiana, testified:

‘T commenced handling Champion harvesting ma-
chinery in the fall of 1919, and, considering farm con-
ditions, have met with good suceess with it. It is
well known and popular in our vicinity. The Cham-
pion binder is the leading binder in our vicinity.

“The Deering, MeCormick, and some Milwaukees
are sold. The Deere harvesting machines and the
Massey-Harris harvesting machines are also sold.
In our county other dealers scll Champion machines.
I know no reason why an implement dealer can not
sell the Champion line and compete successfully with
a dealer handling the ITarvester Company lines. I
have done it. Competition exists in the sale of the
harvesting machines 1 have mentioned throughout
the territory in which I do business. 1 have ob-
served no obstruction to frec competition in the sala
of those harvesting machines.”” (R. 311.)

E. E. Voorhees, President of the Ilinois Implement
Dealers’ Association, in 1923, testified:

“T know of no reason why a capable dealer can
not handle the Emerson-Brantingham or the I-)eeref
or any other well-made line of harvesting machmelr)
and sell it successfully in competilion with a Elcfi 1(31'
handling the Harvester Company’s line. 1 {hink he
can. 1t is being done anyhow.” (R. 304)
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R. G. Nuss, Secrctary of the Wisconsin Implement
Dealers’ Association, testified:

““We handled the Champion grain binder, Oshorne
corn binder, and Minnesota grain bhinder. In 1919
we sold about twenty grain binders and the same
number of corn binders. All our grain binders were
purchased from Avery, and the Osborne from Emer-
son-Brantingham Company. TIn 1920 we did not sell
over ten grain binders and fifteen corn binders, in
1921 not over five grain binders and ten corn hind-
ers, and about the same number in 1922. In 1923 we
sold eleven grain binders and eighteen corn bind-
ers.”” (R. 307.)

8. F. Stoudenmire, of Sumter, 8, (., testified:

“*In 1919 Booth-Borle took over the John Deere;
we took over the Champion for Avery. Epperson
took over the Osborne for Kmerson-Brantingham.
Pierson went out of business and was succeeded by
Jennings, Blanding Mule Company, which took over
the full International Ilarvester Company line. They
have continued to handle these lines ever since.

““The Champion line is well known around Sumter
and is a good line. I know of no reason why an
able dealer can not take the Champion and compete
sunceessfully with a dealer handling the International
Harvester line. There is considerable competition
in the agricultural implement business and in har-
vesters.

“In 1919 we sold two binders, thirty-threc mow-
ers, twelve rakes; in 1920, four binders, twenty mow-
ers, eight rakes; 1921, two binders, fourteen mowers,
ten rakes; 1922, six binders, eightecen mowers, seven
rakes; 1923, six binders, thirty-two mowers, fifteen
rakes. Al rakes sold were sulky hayrakes and
Champions.

““I think we sold more harvesting machines than
any other dealer in Sumter. The Decre dealer would
come next and the Harvester Company third.”” (R.
326).

The cvidence shows that of the 80 communities specifi-
cally described in the dealer testimony the harvesting
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machines of the Emerson-Brantingham Company were
sold in 33 of them and the harvesting machines of Avery
& Sons were sold in 22. (R. 283, 285)

When the Harvester Company was organized it under-
took to market the McCormick, Deering, Champion, 0s-
borne and Milwaukee lines both through separate sales-
men and separate dealers (0. R. Vol. II, 1360). Later,
the same salesmen sold all the lines but largely through
separate dealers. This resulted in a falling off in the
sales of the smaller lines described by Mr. Legge as fol-
lows;

““We undertook to market those goods through the
same branch houses and the same salesmen, and
learned to our sorrow that in our judgment it can-
not be done. It is difficult to train a class of sales-
men to earry a large line of implements of different
types, and impossible, in my opinion, to form an or-
ganization that can successfully carry separate lines
of nearly identical tools constructed to do the same
work. Our salesman would naturally follow the line
of least resistance; and if he was assured of a eon-
tract in a town, the first one he would give the choice
of what he wanted and the second one would take
the second choiee: and if any line di-d nqt happen to
have very much of a trade or following in that com-
munity it seemed to be beyond his ability to plae?
it satisfactorily. The arrangements with the loca
dealers throughout the country were made by th?Se
traveling salesmen, with an occasional exception
when the branch-house manager might make a con-
tract.”” (R. 183)

» -

The evidence was ¢lear and undisputed that there was
nothing in the design of either the Champion or Qslborne
lines at the time they were turned over to the purchasers
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which rendered their manulacture any more costly than
the manufacture of the McCormick and Deering line.

My, Legge testified:

*‘The higher costs of the Osborne, Milwaukee and
Champion machines was largely a question as to the
relation of product to investment and the facilities
for producing.”” (R.184) * * *

‘“In the case of the Osborne line, in pursuance of
the policy of pushing it abroad we continued the
manufacture there of the heavier machine. My ree-
ollection is one hundred eighty-five pounds or some-
thing like that more than the same size of machines
huilt in the other plants. It was popular in the for-
etgn  trade. * * * That added weight in-
creased the cost somewhat at Auburn. We also had
a period of a few years where we had some rather
serious letting down in the efficiency of administra-
tion of the plant, coupled with some labor trouhles
that resulted in several minor strikes, tying up the
plant at various times. That was eventually cleared
up and new management installed, but we were still
handieapped somewhat in the more expensive ¢on-
struction of the Osborne line for the ISuropean trade,
One of the conditions of sale under which it was sold
to Mr. Brantingham was tbat we should correct that
with our engincering force; that we should bring
down the weight of the Osborne machine to a weight
comparahle with the Deering and MecCormick ma-
chines of the same size. This was done and in the
last year that we made goods therc for Mr. Branting-
ham, 1920, which was in fact the last year in which
there has been any binder trade worth mentioning
in the United States, we succeeded in getting a cost
that was fairly comparable with that of our practice
in the Chicago factories, being, I believe, within a
dollar a binder in cost, as betwcen Osborne and
MeCormiek in 1920, and on a basis of seven thousand
binders at Auburn, compared with the manufacture
of around fifty thousand at the McCormick plant in
the same year. On mowers we did even a little
better, the Auburn cost in 1920 being slightly lower
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than the MeCormick, whieh theretofore had held the
record for low cost of production on mowers.
Several times as many mowers were manufactured at
MeCormick plant as at the Auburn plant that year,
In turning the goods over {o Mr. Brantingham we felt
that we had brought the line hack to a competitive
condition in cvery way with the best practice of our
Chicago factories. The Oshorne line was then com.-
parablo in weighi and quality and cost with the Me-
Cormick and Decring.  Tn 1920 the Oshorne plant
was used to around scventy-five per cent of its
capacity. When we get about seventy-five per cent
we get satisfactory costs.”  (R. 185.)

‘“Regarding the costs of the Champion line, our
experience with the Champion was the most un-
happy of any. We started out to introduce it more
generally in those territories where the former own-
ers had not pushed the trade, and found that we
eould not do so as it was then constructed, and our
first efforts to rebuild it were carried on under the
engineers who were employed at the plant at the
time we acquired it, whom we thought should be in
better position to do the rebuilding than anyone else
less familiar with the line, but they made rather a
failure of the joh, and after spending scveral years
at it we had to dismiss the bunch and start over
again, The new staff was supplied largely from
our Deering works, and they did succeed in rebutld-
ing the Champion line, but again we had an unfor-
tunate experience.”” (R. 186.)

The witness then described the experience in seiling to
jobbers in South America who later went out of business.

He then said:

““As a result of all this we had a very low volume
of business in the Champion plant. At and for some
time before the time of the sale of the Champion line,
the Champion works was running at something Iesi
than filty per cent of capacity. The operatlonsgg.o
the Oshorne and Champion plants in 1919 and 13:
were not confined to harvesting lines. In ho‘gh pla}nts
we were trying to ill the surplus capacity with other
lines, but had met with greater snecess on those lines
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at Anburn than we had on those at Springfield.”” (R.
186.) *~ * *

““The satislactory costs on the Osborne line eom-
parable with the Milwaukee and Deering costs were
in the years 1919 and 1920—more pronounced in
1920. We had manufactured a much larger num-
her of machines at that plant many years previously
while we were exporting heavily from the plant,
but in 1920 we reached the best percentage of pro-
duction we had had since early in the war. The
lightening of the machine and perfection of the de-
sign was also accomplished in the Champion line,
but because of the very small output of poods of
any kind in that factory, less than H0 per cent of
the capacity, we did not ohtain as satisfactory costs
in the Champion plant as in the Osborne.”” (R.
211.)

[ ]
L L

Both the Emerson-Brantingham Company and Avery
& Sons during 1919 and 1920 sold Osborne and Cham-
pion machines made for them by the Ilarvester Com-
pany. Since 1920 they have manufactured these lines
themselves at Rockford and Lonisville respeetively, The
Emerson Co. makes its own malleable castings for these
binders and the only thing it purchases from the Har-
vester Company are canvasses. Avery & Sons buy some
malleable castings and rake teeth from the Harvester
Company (R. 88). The Osborne line now constitutes be-
fween 20 and 25% of the entire ontput of the Emerson-
Brantingham Company (R. 83). Avery & Sons have
constructed at Louisville a harvester plant 300 feet long
and 100 feet wide, having a capacity to make 4,000 to
5,000 binders, 8,000 mowers and 8,000 rakes a year (R.
90, 270).

The evidence shows that the harvesting machines now
produced by Avery & Sons and the Emerson Company
are of high quality.
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Mr. Nuss, a dealer at Madison, Wisconsin, testified:

“I am acqnainted with the Charpion machines
made by Avery & Company and I think they are as
good as any.”” (3. 306)

Mr. McCarthy, a dealer at Emporia, Kansas, testified
that the Champion and Osborne machines

““are designed so as to give satisfaction to my trade,
and the Emerson-Brantingham Co. and B. F, Avery
& Sons have given me as dealer satisfactory serv-
ices on these lines.” (R. 314)
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APPENDIX.
PART V.
PRESENT COMPETITIVE CONDITIONS.

The evidence of the dealers shows that in various lo-
calities different machines have the lead. Thus Mr. Jen-
ner testified, as we have seen, that in his community the
Champion was the leading binder; to like effect was
the testimony of Stoudenmire (311; 326), in Richmond,
Virginia, the Oshorne is the leading harvester line, (R.
329.) Mr. Pucliner sold 45 Decere binders in 1919 and
his testimony is clearly to the effect that the Deere is
the most popular machine in his community. (R. 333).) To
the same effect is the testimony of Mr. Sullivan. (R.
322, 323, 324) Mr. Kleinjan testified that in his com-
munily the Massey-Harris harvester line has the lead
(IR. 313), and Mr. Chatten said that in Quincy, Illinois,
the Massey-Ilarris sales of harvesting machines were
as large as the International’s. {IR. 310.) Mr. Sellers tes-
tified that in his county there were more Moline hinders
than any other make. (R. 297.)

These are not uncommon examples, for many other
dealers discontinued under the decree of 1918 testified
to taking on competing harvester lines and selling more
or as many machines as the Harvester Company s dealer
in the community. (R. 288.)

Mr. Legge testified:

““Taking account of the fact that the harvester busi-
ness is now substantially centered in the long-line
companies, that they have adequate branch houses
and transfer houses, and that the I arvester Com-
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pany is restricted to a single dealer in a town, I ean.
not think of any advantage that the Harvester Com.
pany now has over its competitors in the distriby.
tion of its harvesting line, including therein mow.
ers and rakes. Tn my jndgment competition is on
a sounder basis than it has ever been in my life-
time. In my ecxperience and years on the road |
have seldom, if ever, known a locality where there
were more than four or five lines of implements,
harvesting machinery, plows, or anything else of.
fered for sale in that one town. We met with dif-
ferent competition in different places, but the sup-
ply was more or less sporadie. It would be this
manufacturer in this one county and some other
manufacturer perhaps in an adjoining county, but
the avenues of retail distribation, the business, was
not of suflicient volume to support more than four
or five in any one locality. With the situation as it
is to-day, the lines broadly, having drifted or heen
drawn to the full-line business, they are more equal,
on a comparable baris of competifion, than they ever
have been. To a large extent we meet everywhere
the same competilors. We do not meet Avery &
Sons, of Louisville, so much in the nprthwee}t
territory, in the Dakotas, although they joh their
implement line through an old jobhing house of at
least forty years’ standing up there that does give
them representation in that territory. They are
quite strong throughout the South and Southwest,
where they have a very large business. )
““The number of harvester lines arc as great as, In
my experience, have ever been offered to the i'armffr
in any particular locality in the United States. There
may be localities where at the moment there are 2
less number of retail dealers selling them, but the
number of lines produced and generally offered for
sale throughout the conntry is as great as has evelr
been availahle to the buyer in any particular loeal-
ity. Because of their becoming part of the full-line
and integrated Lusiness, they are on a much mctrt;
solid, substantial, and sccure basis .“131’1, was 131\9?'J
traue in the days of short-line produetion.”’ (R. 199,

196)
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(On eross-examination he said:

“The Massey-tlarris Company s business on their
smaller tools, tillage implements, ete., is mostly in
the Eastern Statex; on their reaper-thresher in the
western territory; on their binder T think perhaps
their largest business is in Minnesota and the Da-
kotas. Their representation through the Central
States immediately tributary to Chicago is less than
farther west. T have no definite knowledge as to
whether 80% of the Massey-Harris harvesting ma-
chines are sold cast of Chicago. They only entered
the trade in the Western States on harvesting ma-
chinery in recent years. The trade in the old John-
ston line they acquired at Batavia was very largely
in the States cast of Chicago. B. F. Avery &
Sons’ business is largely in the South. It developed
largely in the cotion territory, and they specialize on
quite a number of cotton tools. We meet Decre &
Company’s competition actively in every county in
the United States. I don’t think there is an excep-
tion. This is in harvesting machines and everything
else they have to sell. There are some counties that
do not use any harvesting machines.” (R. 215.)

Mr, McKinstry testified:

I have not observed any locality where there has
been an absence of competition in the sale of har-
vesting machines or any obstruetion to the free op-
cration of that competition or any restraint upon
the harvester-machinery industry or other farm-im-
plement industry.” (R. 174).

Mr. Brookbank, branch manager for the Harvester
Company at Indianapolis, Indiana, testified:

““The competition from other manufacturers ex-

tends generally throughout all the counties I spoke

of. One manufacturer may have the leading trade

in one locality and another manufacturer in another
locality.”” (R., 179)

Joel R. Cary of Carrolton, Missouri, who owns and
operates his own farm, President of the Farmers’ Union
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of Missouri, which has a membership of over 20,000
farmers, testified

““The harvesting machines sold in my county
arec the McCormick and Deering, Osborne, Moline
and the Deere.”’ (R. 345.) ’

On cross examination he said:

“I think the International harvesting machines
lead in my county. The John Deere is a heavily used

gi%c})line. Oshorne and Moline are also used.” (R.

Walter E. Phillips of Decatur, Michigan, President of
the Michigan Farm Bureau having a membership of
90,000 farmers, and a farmer himself, testified:

“I am sufficiently familiar with the retail imple-
ment business in Michigan to say that there is active
competition in that business. There are implement
dealers handling different lines of agrieulfural im-
plements in practically all of our market centers, and
that is true of harvester machinery as well as plows,
tillage, and other lines.”” (Ree. 354)

C. H. ITyde, Vice President of the Farmers’ Union of
Oklahoma, himself a farmer cultivating about 8U0 acres
of land, testified as follows:

“‘Wheat is the principal grain erop in Oklahoma.
In the eastern part of the wheat belt hinders are
vsed. In the middle and western part headcrs. or
combined threshers and harvesters are used, *

““In my county Case and International Harvester
machines are used, also the Avery machine, which
was a kind of portable thresher. I have seen a few
Holt machines. The Avery is not a combined ma-
chine and sells for about half the price of the others.
In Alva one dealer sells International harvesting
machinery, the Case comhined thresher harvester,
and John Deere plows, * * * Thereis competition
with the International because they got the lend,
gince more of them were sold by the first dealer
there. The other makes are for sale there and oz
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Just as good terms. The last binder I bought was
a Deering.

““The John Deere has heen making headway since
they took on their binder. T have scen several John
Deeres. I use a Champion header. The Champion
harvesting machines are well and favorably known
in Oklahoma. As far as I have secn there is pretty
active competition in the implement business in Ok-
lahoma and there is the same kind of competition in
the harvesting line as in the tillage line,’* (I}, 355)

The testimony of the 81 dealer witnesses has been, to a
large extent, {abulated (R. 283-292), but the evidence of
twenty-five of these dealers has heen preserved as illus-

trative of the testimony of them all (R. 293-333).

Table 1 (R. 283-285) gives the names and addresses of
the dealer witnesses, the harvester lines tbey each handled,
and the harvester lines offered for sale in the territory in
which tho dealer witnesses respectively competed for
trade. The dealers were asked in regard to competi-
tive conditions not only in their own towns but in sur-
rounding towns in which there were implement dealers
with whom they came in competition, In this way com-
petitive conditions in over 281 towns in important farm
communities were shown. (R. 282)

This tabulation shows that in most of these communi-
ties spread over the prineipal grain-growing arcas of
this country, there were from three to five different
makes of harvesting machines—counting only the prin-
cipal competitors of the Harvester Company—offered
for sale in each commaunity.

Table 2 (R. 285-28G) gives the dealers who festified to
the keenness of eompetition in harvesting machines and
that it was similar to the competition existing on other
lines of agrieultural implements.

Table 3 (R. 286, 287) gives the dealers who testified
to the good will attaching to the implement dealer. Most
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of thesc dealers also tostified that after being diseon.
tinued hy the 1918 decree they had suceceded jn selling
competing larvesting machines to thejr former eys.
tomoers.

Table 4 (R. 287) gives the dealers who testified that
a capable dealer conld successfully sell any well-made
line of harvesting machines in competition with the Har
vester Clompany’s dealers.

Table 5 (R. 288) pives the dealers who testified that
after being discontinued by the Harvester Company un-
der the decree of 1918 they had sold competing harvest-
ing machines and had done as well or better than the Har.
vester Company dealers, or as well as they had done
prior to heing discontinued.

Table 12 (R. 292) gives the dealers who testified that
they could Lave continuced as Harvester Company dealers
but preferved to iecome Decre dealers on account of the
excellence of its tillage tools.*

Most of the dealers could testify only to competitive
conditions in the particular localities in which they con-
dueted their businesses. Some of the dealers, beeause of
wider experience, or due to the fact of their connectio'n
with Dealers’ Associations, testified to competitive cond.l-
tions throughout the state, or a large section thereof, in
which they did business. Thus:

E. E. Voorhees, President of the Illinois Implement
Dealers’ Association, testified ;

“From my experience I am generally _aqquamted
with dealers in Illinois and ecompetitive ccH::
ditions. The harvesting machines most generally
sold are the Moline, International, Emerson, In-

*Tables G-11 (R. 249-202) aive respectively the dealersltt:i‘t‘;fsoi;lﬁtﬁ:
the importance of the tillnge line, the declining impur:’l“e“ues of
harvester line, the increasing use of tractors mud the BdGT\ rl‘%iml wnd
distribution opened up by the Ford tractor the farm depress
the effect of these lnes on price reduction,
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cluding hoth the Oshorne and their own ‘Emerson,’
Decre, aud Massey-Harris lines. T am personally
acquainted with all of them except the Massey-Ilar-
ris. According to my observation and experience
there is plenty of competition through northern Illi-
nois in the sale of harvesting machines and a field
for the sale of the lines I mentioned in competition
with the harvesting line of the liarvester Company.
I know of no obstrnction to competition in the sale
of harvesting machines in the portion of 1linois with
which I am familiar.” (R. 304.)

Mr. Witten, a dealer at Trenton, Missouri, and Presi-
dent of the National Federation of Implement Dealers
in 1924, said:

“In my vieinity the Masscv-Ilarris, Emerson-
Brantingham, Avery, Deere, and International lines
of harvesting machinery are handled. There Iis
active competition in the sale of all kinds of agrieul-
tural implements. T know of no business where
competition is more active for the amount of nsage.”’
(R. 293y * * *

“I am acquainted with the Oshorne, Champion,
Decre, and Massey-Harris lines of harvesting ma-
¢hines, and T know of no reason why an aetive, able
dealer cannot sell any of these lines sunccessfully
in competition with a dealer handling the harvesting
machines of the Harvester Company. I have done
it myself in the case of the Oshorne. It is heing
doie in thousands of instances in the case of the
Decre.”” (R. 294)

Mr. Sellers, a dealer at Lebanon, Ohio, and President
of the National Federation of Implement Dealers in 1923,
said :

““As an experienced dealer in agricultural imple-
roents, I wounld say that there is absolutely no ob-
struction to full and free competition in all lines of
agricultural implements, There is keen competition
on all lines of agricultural implements.”” (R. 296,
997.)
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Jr. A rmknr’(-ht, a former President of the National

Federation of Dealers and a Director of it for eighteen
years, said:

““There ave five dealers in my county handling
Deere harvesting machines; five handling the Inter.
national harvester; three, including the Fordson,
hamdling 1he Moline harvesting machinery; and
three Kmerson-Brantingham.” (R, 297.)

“I think a good dealer can sell any line of repit-
able implements he chooses. T know of no business
in which competition is as free and as fieree as in
farming machinery.” (R. 301)

Ay, Nuss, Seeretary of the Wisconsin Implement Deal-
ers’ Association, said:

‘‘Competition is keen in the sale of agricultural
implements in all lines. I do not think there is any
business in our State where there is more competi-
tion than in agricultural implements, and this com-
petition extends pretty much all over the State.”

(RR. 307.)

Mr. Reynolds of North Dakota said:

“I was president of the North Dakota _Implement
Dealers’ Association in 1919 and was a director two
years thereafter. It has between 400 and 500 mem-
bers and holds annual meetings at Fargo. From
my duties in that association I obtained a general
knowledge as to the agricultural-implement business
throughout the State. I find there is competition In
the sale of harvesting machinery throughout the
State.”” (R. 309.)

Mr. Legge said:

in bi intat i lative

‘“The grain binder has not maintained 1ts relaily

importar?cc in the implement trade since 1902. ’];(l)m

has been due in part to a change in the deve E
ment of agricultural conditions. The first crop us

*

ally sown on any of our prairie country put under
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the plow is & small-grain crop of some kind in which
a binder is called into use; but as time progresses,
diversification, which is hecoming more and more
popular, dairying and raising animal foods rather
than wheat, has Dhecome general. As a result the
binder is of very much less relative importance than
it was when there was a considerable expansion in
the acreage put under eunltivation. This expansion
has ceased with the exception of clearing up a little
stump land. Tt is over with so far as the prairie
territory is concerned.’’ (R. 203.)

This testimony was corroborated by that of numerous
dealers (IR, 289).

As to the replacement of binders and headers by har-
vester-thresliers Mr. Legge said:

‘¢ Another important change is the introdnetion of
the so-called reaper-thresher or harvester-thresher,
which is now recognized as the most economical
method of harvesting a grain erop in all ferritory
wlere 1t is practical to use it, which means the so-
called semi-arid or dry territory of the Western
States, where the grain will stand putting in elevators
or taking it direct to market from the harvest field.
In acreage this territory would be very large-—praec-
tically the area west of a line drawn from Dallas or
Fort Worth, Texas, north through the foothill terri-
tory to the Canadian boundary. It is difficult to esti-
mate the percentage of the country’s grain erop
grown in this territory. At a rough estimate I
should say it would not exceed today omne-third of
the wheat produetion of the country. The percent-
age is increasing because of the decrease of wheat
grown in the Central and Eastern States, In that
area the harvester-thresher is superseding the grain
binder to an appreciable extent, in some sections
almost eliminating entirely the binder.”” (R. 203.)

Mr. Qittins sald:

“This machine cuts the grain, threshes, sep-
arates if, cleans it, and delivers it into a wagon. Tt
takes tho place of the old stationary thresher and
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the binder or header. The harvester-thresher does
not make use of the binding attachment. The prin.
cipal parls are the cutter bar, eutting the grain, an
clevator, and the thresher. The thresher is by all
means the more expensive part of the combination.
There 1s nothing complicated abont the cutter bar,
Taking the machine as a whole, it is very much more
like a thresher than a binder. This combination ma-
chine is adapted for usc in what we designate as the
scmi-arid territory, including western Texas, west-
ern Oklahoma, western Kansas, western Nebraska,
eastern Colorado, and some of the west-coast coun-
try, California, Oregon, and Washington, * * ¢
““Qur company decided to develop the harvester
thresher, hecause it was very appavent that the trade
we were enjoving in our stationary threshers was
rapidly going to the harvester-thresher type in han-
dling the grain harvest. The field for sale of these
machines had not vet Liecen filled to any great extent.
They are still using the old separate threshers, head-
ers, and binders. As the machines now in nse wear
out and the farmers are financially able to buy new
equipment, T think the trade in this dry territory
will very largely run to the harvester-thresher type
of machines.”” (IR, 280.)
To like effect sec the testimony of McKinstry (R. 174),
Bradshaw (R. 257), and list of dealers so testifying (R.

289}.

As to the decrease in the sale of binders and mowers
due to improvements in the machines and the use of trac-
tors, Mr. McKinstry said:

¢ Binders and mowers have been im_proved so that
they last Jonger and with the marked mcreasr.;d l}vef
of the machines their sales have lessened. R

“TPhere are four sizes of hinders quc—-ﬁ, 6, 1,
and 8 feet. The 7-foot is most used. With a tractor
they usc an eight-foot, and machines are being ma'de
for traetors up to 10 and 12 feet. When drawn by a
tractor they move two-thirds faster than when drawn
by horses and with the greater width do twice the
work.”” (R. 174, 175.)
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Stanley M. Sellers, a former President of the National
Federation of Tmplement Dealers’ Associations, testi-
fied:

“In our territory, and in Ohio generally, ghe
tillage linc is more important than the harvester line
as a nucleus for an implerent dealer’s business, and
the harvester line is not as important now as from
1902 to 1913. The harvester has more than three
times the lifetime it hiad in carlier days, and the
tractor enables one man with a harvester to do ma-
terially more work than he did with one machine.”’
(R. 295.)

The cvidence shows that Ford Company makes and
sells over 75% of the farm tractors in this country
(IR. 204, 277), and that the Ford Company has made,
since it entered the business in 1917, (R. 204) 362,725
tractors of which only about 12,200 were exported (De-
fendant’s Exhibit (8) 26, R. 612, 279). It is very cvi-
dent thercfore that a very large number of farmers own
Ford tractors and that many of them will probably buy
mowers especially adapted to these tractors when their
preseut mowers wear out. Three firms, the Detroit
Harvester Company, Roderick Lean & Company, and
the Thomas Mfg. Company, make and scll mowers spe-
cially designed for use on the Ford tractor. (R. 276,
278, 176, Defts.? ixh, 8, pp. 37, 42 and 43 of said Exhibit.)

Mr., Haover, the Sales Manager of the Detroit Har-
vester Company, testified o the advantages possessed
by mowers of the type specially designed for usc on the
Fordson traclor over those made by the Harvesier Com-
pany, as followa:

“Our mower has an attachment which takes its
power from ihe Fordson itself, The ordinary mower
is drawn and takes its power from the wbeels, gears

attached to the wheels. We take power for this
mower from the point on the tractor developed by


Dale
Sticky Note
None set by Dale

Dale
Sticky Note
MigrationNone set by Dale

Dale
Sticky Note
Unmarked set by Dale


r

a6

the Ford Motor Company for the pulley. That gives
the proper speed relation to the entting knife.

““We have made tests for the purpose of compar-
ing work done by this mower with the horse-drawn
mower, and I would say that it will travel three or
four times faster. (R. 277.) * * *

“I am familiar with the Deering and MeCormick
mowers of the International Harvester Company and
do not consider those mowers well adapted to the
Fordson. The average International horse-drawn
mower is geared on the average on a three-to-three
relation; that is, the cutting knife makes a complete
revolution for every six inches the mower travels
forward, and tbat means it has one speed relation,
which is entirely satisfactory to meet cutting condi-
tions where everything is favorable. But with a
tractor going up a hill, and where the eufting is wet
or tangled, it is essential to have the tractor travel
slowly and to have specd on the knife. Tn our design
we have six speed relations which can meet every
cutting condition. Also the average horse-drawn
mower is not huilt to stand up under the strain of &
tractor. The speed of the tractor in low is one and
a fourth miles an hour, and a great deal of the mow-
ing is done with the tractor in high speed, which the
Ford manual gives as six and three-quarter miles
an hour, Speed is valuable in cutting hay or alfalfa.
Cutting hay comes when there is a great deal of other
work to do._There are two other companies mant-
facturing a Fordson mower attachment.

“Qur present-iype mower has been changed four
times. Under the name of Otwell mower wo have
sold about 2,000 to Ford dealers and exporters.
Probably three or four hundred have been sold
abroad. Taking an average over a period of fouri
teen to fifteen years to establish what is normal, 1
would say that in a normal year we expect to s_eh
from twenty-five to fifty thousand mowers, Whie t
would be between twenty and twenty-ﬁ:;e per cen
of the normal production. * ¢ * (R. 277, 278.) .

tThere has never been a year that we have 1o
had a great number of orders on file for mowers
which we were not able to filL.”” (R. 279.)
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Mr. McKinstry said that more hay could be harvested
with these cutter bar mowers, both because of the speed
at whieb they travel and because the cutter bar is seven
feet as against five feet in the ecase of the ordinary
mower (R, 175).

Ur. Purliner, an implement dealer of Edgar, Wiscon-
siti, testified that these eutter bar mowers had

“‘not been markeied so much yet because practically
everyone to whom we now gell a tractor already has
a mower, but, in my judgment, in the future the mow-
ers sold will practieally all be with a draw bar con-
neetion.”” (R. 332.)

As to the decrease in the sales of sulky hay rakes Afy.
McKinstry said:

““The change in the sulky hay rake business has
been very marked. The hay crop is harvested in
many loealities by side-delivery rakes and hay load-
ers iustead of sulky hay rakes. The companies which
entercd the Harvester Company at the time of its
formation made sulky steel rakes only. The side-
delivery rake, which the Harvester Company now
makes, was introduced some years later. All of its
leading competitors make side-delivery rakes. The
hay loader and the side-delivery rake as a unit have
displaced both the sulky hay rake and the tedder.
The side-delivery rakes the hay into a windrow and
the hay loader puts it on the wagon. The tedder was
made by only one company that went into the Har-
vester Company. The new combined rake and ted-
der will either rake or ted; it was introduced in 1915
or 1916.” (R. 174.)

To like effect see testimony of Witten (R, 293), Sellers
(RR. 295, 29G) and table of dealers so testifying (RR. 290).
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Mr. Oliver said:

“T have a deeided opinion that a good plow is far
preferable to a hinder as a leader for a retail imple-
ment business. The binder is a tool that is used a
very short period. The first tool the farmer takes
up in the spring is his plow and the last tool he uses
is his plow. There are very many more hours that
the farmer is with tlie plow when compared with
half a dozen other tools on the farm. There is an-
other featurc about it: The binder is only used
where they grow small grain; the plow is used wher-
cver the soil is tilled, and I think by far it is the hest
tool to build around in the agricultural line, That is
my judgment and alwayvs hias been.”” (R, 252.)

My, Jenner, an implement dealer from Marengo, In-
diana, said:

““The tillage line is more important to any imple-
ment dealer’s husiness than the harvester line. That
is the first thing a man has to have with which to
farm; he has gof to have them to start, and it leads
up to other stuff later.”* (R. 311.)

J. M. Lewis, a dealer from Iuntinglon, West Virginia,
testified:

“The tillage line is more important to an jmple-
ment dealer’s business than the harvester line. It
has greater variety and we sell it almost the year
around, while the harvester line 1s soa_sonal. _Thelre
has been a greater growth in the variety of imple-
ments composing the tillage lines than in ihe haa—
vester line. Seventeen years ago, when I commenced,


Dale
Sticky Note
None set by Dale

Dale
Sticky Note
MigrationNone set by Dale

Dale
Sticky Note
Unmarked set by Dale


59

the tillage line consisted of plows and dise harrows,
secding machines, and occasionally corn planters.
Now there are various kinds of cultivators, tractor
plows, walking plows, riding plows, spring-tooth
harr)ows, peg-tooth harrows, and culti-packers’” (R.
331.

Other dealers from Jlinois, Tndiana, Towa, Kansas,
Michigan, Minnesota, Missouri, Nebraska, North Dakota,
Ohio, Sonth Pakota, West Virginia and Wisconsin tes-
tified to like eflfeet. (I3, 289.) Some of these dealers
came from states where crops had been diversified for
vears, as the dealers from Indiana, IHlineois, Michigan and
Wisconsin, Other dealers came from states which, until
recently, had been devoted almost entirely to raising
small grains, as the dealers from Minnesota, North Da-
kota, South Dakota and Nebraska.

*

Mr. Legge testified:

“The Harvester Company makes a farm tractor.
We started in a small way some cighteen or nineteen
vears ago. DProduction of Ford tractors on a quan-
tity basis commenced late in 1917 or the spring of
1918. They had been rather widely advertised and a
few sold hefore they came into general production.
The latest check we have shows about 76 concerns
now making farm tractors, They are made by most
of the large line manufacturers of agricultural im-
plements. Tractors have been generally made and
sold by Deere, Molinie, Emerson-Brantingham, Rock
Island Plow, La Crosse Plow Company, and nearly
all of the threq}ung machine ecompanies, J. I. Case,
Rumely, and Nichols & Shepard. Practically all of
thesc concerns staried in the tractor trade prior to
Ford putting out his tractor. In their advertising
of last year the Ford Motor Company claimed to en-
Joy 78 per cent of the tractor trade. I cannot festify
as to the accuraey of the figures, but unquestionably
they have a very large ma;orlty of the trade. A
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gentleman living close 1o Mr. Ford testified here yes.

terday that the Ford Company has 82 per cent now,”
(R. 204.)

Mr. Peek of the Moline Company said:

““Some of the implement manufacturers make im-
plements especially adapted for use with the Ford
tractor. We do and the Oliver Company does. Rod-
erick Lean have heen specializing in that husiness,
Deere & Co. makes a plow especially adapted for the
Fordson tractor. Not every implement is adapted
to use with the Fordson. Some are too heavy; some
are too light, * = *

“Fordson tractors are sold to Ford automobile
dealers throughont the country. These dealers gen-
erally handle the implements advertised and designed
for use in connection with the Ford tractor. Some
of them do not. In that wav an additional market
facility is furnished for implements designed to go
with the Fordson. We adverlise some of our produc-
tion as adaptled to use with the Fordson.” (R. 111,
112.)

Mr. Oliver testified:

““I feel that power farming is on the inerease—in
fact, T know it is. The machines manufactured by
our company and espeeially adapted for the Fordson
tractor are turned over to Ford’s distributors and
agencies and they dispose of them. In some p]a'ce“s
they are called distributors; in others, agencies.
They are retailed through the Fordson dealers. This
retail outlet for implements through the Fordson
dealers has Dbeen a feature of the trade for f?ulz
years; possibly five. As to its lmportil’nce I 52&1;
it is very good. The sales are growing.” (R.

Mr. McRinstry testified:

““These adapted implements are sold thrOllJIh.§h§
Ford dealers suhstantially everywhere in the Unite
States, and {his trade is inereasing markedly. therff
& Co., the Oliver Co., Moline Co,, En:u:*rson-Brzmtllnag;l
ham Co.—substantially all manufacturers other th
the Harvester Co.—are doing this.”” (R. 174)
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Amongst the cquipment advertised are binder and
mower hitehies which are designed to attach grain and
corn binders and mowers to Fordson tractors (see De-
fendants’ Iixhibit (8) 8, pp. 4, 43, 76.) These hitches en-
able the Tordson to haul, as before stated, all the bind-
ers and mowers now on the market though the machines
were primarily designed for horses,

The evidence of the dealers shows that the Ford deal-
ers usually commence handling plows and tillage {ools in
conneetion with the Wordson tractors, and, in frequent
instances, later add the harvester lines, and that their
business 1s inercasing. (R. 204, 304, 298, 312, 332, 311).
To like cffect is the testimony of the officers of farm or-
ganizations. (R. 337, 338, 340.)

Mr. IHoover of the Detroit Harvester Company testi-
fied:

“The president of our company has a plan of
perfeeting equipment outside of the company and
arranging with us to take over his patent on such
items as we find adaptable to our general line. He
has done considerable experimenting, built several
models, one or two of which are now ready for tests.
We investigated the question of whether binders
could be marketed through Ford dealers by ques-
tionnaires and personal talks with distributors.
They are ready to place orders when we can produce
a machine that we can back up with a protective
guaranty. We are convinced that our model is sat-
isfactory, but in its present stage there is no conclu-
sive proof. It is smaller, lighter, and stronger than
the present binder and takes its power from tbe
Fordson engine.”” (R. 278.)
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APPENDIX TO PART VI

ANALYSIS OF THE FEDERAL TRADE COMMISSION'S COST
TABLES,

The following analysis sliows clearly that the Federal
Trade Commission’s figures did not warrant the concly.
sion drawn that the Harvester Company had any marked
or unusual advantage in costs in harvesting machines.

This analysis with more detail was given in the Har-
vester Company’s Brief and Statement of the Case in the
District Court. The Government in its brief in this Court
does not mention or answer the fundamental objections
to the figures here raised,

The Variation in Costs Behween Compelitors in Harvest-
ing Machinery Is Not Markedly Grealer than the
Variations m other Implements.

As an illustration of the tremendous advantage of the
Harvester Company, the (Jovernment points (Br. 76)
out that in 1916 it had an advantage over its nearest com-
petitor, Deere & Co., of $11.10 in binder costs and $3.52
in mower costs. 'The costs and the difference in percent-

age form were as follows:
% of Deere & Co.

T. H. Co. Deecre & Co. to I. H. Co. Cost

Binder.......... 876.71 £87.81 114:4;
Mower.....oovu.. 27.72 31.24 113%

Apparently it never occurred to the Commission be-
fore issuing its indictment of the ITarvester Company io
examine its own tables on implements other than harvest-
ing machinery to sce if the conditions there shown were
materially different. These cost tables cover twenty-i¥o
typical implements including plows, harrows, plante.rs,
drills, cultivators, spreaders, wagons, ete., as to which
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competitive conditions are coneeded and on many of
whicl: the Harvester costs are excelled by other com-
pauics. The following table makes a comparison:

TARLE COMPARING PINE CONRT ROLIDY OF THE FIVE MANUFAC-
TURERS HHAVING THE LOWERT COST ON BACH IMPLIMEXNT
IN 1916 AND SIIOWING TIIE PERCENTAGES BY wHICHH THE
COSTH OF THE MANUFACTULRERN OCCIPYING 2N, 3RD,
ATH AND 5TH PLAUE EXCEED TIIE (CONT OF TIHE MANUFAQC-
TURER IIOLDING 18T PLACLE, (BASED ON FEDERATL THRADE
COMMIBSION TADBLEN ILXLIV, P G31-607).

Talle
Na. Machine 1 b4 3 E | b
1 Walking Dlow ... .. 0o vu., 100 17 115 126 128
3 Bnlky Dlow ..., careaseee T 112 12 129 11
5 (unpg Plow ........... frenaans . 1an 102 105 105 108
T Fugine Tlow . ......... e 1M 119 129 130 1
8 Mpike Tooth Harrow........... 100 11% 139 140 144
11 Spring Tooth Iarrow.......... 100 3 1o 116 117
13 Niugle Ihse Tlarrow . ..oooiou... 104 106 101 101 112
15 Deunbhle Disc Harrow. ... ...... 100} FEES 113 121 124
17 Cora DPlanter _...... e 10 K 161 166 068
21 Ringle Dise Drill....vvvenvnnss 100 111 112 156 156
23 HMoe Drill «...o i 100 113 125 12 174
20 Walking Cultivater .......... 104y 110 131 133 136
27 Riding Cultivater ......... ... 108 1ng 105 110 ., 110
20 Mower ..i.iiiiiiaanen eraea 100 113 119 120 - 126
31 Dump Iay Rake.........nennn 1083 100 105 119 121
33 Ride Delivery Make,........... 100 114 129 119 148
35 Hay Looder ......cveininnnn-- 100 105 119 119 136
A7 Grmn Binder ... .. ... ..., .. 140 IR E| 135 142 150
39 Corn Bindor . .........u... R 11 123 131 1138 188
41 Mawmwre Rpreader L........ .. .. 1on REEH 125 126 127
43 Form Wagon ......0eee .. 100 120 123 123 130
Avernge—Adt ....... vearaaa 1 118 1232 131 141
Harvester Tmplements:
20 Mower ...... feriranaeas Cemnan 100} 113 119 120 126
31 Dump ¥lay Rake.............. 141 100 105 119 121
33 Ride Delivery Rake............ 1M 14 129 1139 148
37 Grain Binder ... ... .. ..., 100 113 135 142 150
A9 Core Binder .......... P L1 ¢ 123 131 139 183

Average ., ..,, U L) 1 114 129 136 157
Note—In preparing the above table the lisvest cost of walking plow
and the twe lowest walking cultivators werve left aut as the very small
cost of these machines compured with the other machines indicates
they must have heen of & destgn <o mueh smaller and different as not
to he really competitive.

A similar computation for the year 1918 of which the
details are omitted, shows the following:
1st  2nd 3rd 4th 5th

1918—All implements 100% 112 120 128 138
1318—Harvesting machines 100% 116 126 132 151
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It wiall be noted from the ahove that the spread be-
tween compelitors’ costs on harvesting machinery is

only slightly i excess of the average spread on all jm.
plements,

If a spread of 19¢% on engine plows, 17% on harrows,
11% on drills and 20% on wagons is not prohibitive of
compcetition, why is the Ilarvester Company's apparent
advantage of 13% on mowers and 14% on grainhinders?

We say apparcnt advantage becanse, for the reasons
stated in our brief and illustrated by the next exinbit, it
seems doubtful if it really exists,

Differences in Material Costs Were Eraggerated and
Not Permanent,

Examination of the tables will indicate that the great-
est differences in costs are in the material item. This
was aceounted for by the facts testified to by Mr. Ben-
nctt, the eompiler of the report:

“‘The period of 1916 and 1918 was one of mount-
ing material prices, during which there might have
been considerable difference in the prices of iden-
tical materials in the hands of different manufac-
turers, due to the circumstance of whether they had
been fortunate enough to lay in a large supply at a
lower price or had to buy at a higher one. However,
1t is the custom in the implement industry to pur-
chase six months ahcad, so that that element is not
so vital as might appear.’’ (R. 146.)

This cxplains why the material costs differences were
so great and indicates that they were not of a permanent
nature.

But in the case of the Harvester Company there was 8
further difference. Mr. Bennett testified (R, 148) and
the text of the Commission’s report states that (R. 147-
148) “‘in almost every instance’’ the material costs were
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inflated, due to the fact that materials were valued at an-
ticipated contract prices instead of at cost. DBennett
further testified that the Ilarvester Company was one of
the excepfions and that there might be some inflation of
its competifors’ costs on this account (R, 148).

A few cxamples concerning which Mr. Bennett was
examined will illustrate the exapggerated differcnce in
materials which there is every reason 1o believe existed
only in part and were non-permanent in character.

Erample 1—Mr. Bennett testified:

““Referring to Table XXIX (1916 mower costs) on
page 692 (Pet. Ex. (8) 90) the International Har-
vester Company had the lowest revised total cost,
$27.72, and the next lowest was number four, $31.24,
giving the Harvester Company an advantage of
$3.52. In column two, showing the material costs
as reviscd by the commission, the cost for the Inter-
national Harvester was $13.77 and for number four
was $18.71, a difference of $4.94

““The difference in the raw-material costs, there-
fore, was more than the difference in the total manu-
factnred cost, which would indieatce that in so far as
factory production and productive labor was con-
cerned, number four was in as good a position as
the Tnternational.”’ (R. 146.)

Erample 2—Page 695—Table XXXVII-1916 Dinder
Costs. The Harvester Company (No. 1) ranks first with
a revised delivered cost of $76.71 as against $87.81 for
the manufacturer shown as No. 2 who can be identified by
the key as o manufacturer now doing business. The dif-
ference in favor of the Harvester Co. is $11.10. The re-
vised material costs show an advantage in favor of the
Harvester Co. of $12.57, the difference Letween $35.10
against $47.67. In other words, the Harvester Com-
pany’s competitor had an apparently large advantage in
labor and selling expense and if the diffcrence in material



Dale
Sticky Note
None set by Dale

Dale
Sticky Note
MigrationNone set by Dale

Dale
Sticky Note
Unmarked set by Dale


66

cost did not actually exist or was of a fuctuating char-
acter (as the evidence showed) the Harvester Company
would lose its rank as the lowest manufaeturer,

The Temporary Nature of the Relative Ranking in
(osts of Each Company. The five companies having the
lowest costs, that is liolding the lowest five rankings in
the 22 cost tables for the vear 1916, were identified by
the keys (Pets, 10x. (S) 01 R. 493 and Defts. Fx, {S) 25
R. 607) and cach company’s ranking in 1916 was then
compared to its ranking in the eorresponding 1918 cost
tables for the same implement. The total number of
cost figures in each of the two vears so compared was
108; that is five cost figures on each of the 22 implements
except cotton planters for which only three figures ap-
pear in the table. As a result of this comparison it was
found that only 43 out of a possible 108 companies held
the same rank in 1918 as in 1916, In the other 63 cases
the company's rank had changed either up or down.

The Different Relative Position of Each Company
in certain Tmplements as Compared with Other Dnple-
ments of ifs vwn Manufacture. A company occupying
first rank in a particular vear on plows, might in the
same year hold third place on binders and fifth place on
cultivators. To refleet this importanti feature, that no
one company excels in ceverything, a computation was
made to find how many different companies ranked first
or had lowest cost on one or more of the twenty impl.e'
ments and how many second rank, third rank, ete. This
computation showed the {ollowing:

1916 1918

Number of companies holding first place
or lowest costs on one or more of the 10
22 implements 10 1
Number holding second place 10 12
Number holding third place 9 4
Number holding fourth place 12 5

Number holding fifth place 11
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This showing is rather significant considering that the
admitted inflation of all manufacturers’ material costs,
except tle Harvester Company’s, might easily have
given the Iarvester Company a fictitious first rank on
everything it made.

Whatever the causes of the difference in costs this
shows clearly they cannot be assumed to be of a perma-
nent nature affecting ability to compete.

1. ANSWER TO THE CRITICISM OF THE COMPANY'E
ACCOUNTING METHODS.

(1) The Government says that in stating its net in-
come for the years 1917 and 1918 the Company improp-
erly deducted a reserve for collection expense of
$1,000,000 in 1917 and $2,000,000 in 1918, which charges
were excessive for the purpose (Br. 55). This infor-
mation is alleged to Le found in the 1918 and 1917 pub-
lished annual reports which have been filed with the
Court under stipulation (R. 640} that either party
might refer to the same in argument. Reference to these
reports will show that no reserve whatever for collection
expense was deducted from income or set np in 1918
and only $100,000 in 1917. The Government’s mistake
is apparently due to eonfusing the income accounts with
the balance sheet figures. The balance sheet for 1918
shows a balance in the collection expense reserve of
$2,000,000, hut this represcnted the result of small an-
nual additions over a period of years, and, the reports
show that only $100,000, not %3,000,000, was added to
the reserve during the two years in question. As to the
purpose and propricty of this reserve see 1918 Annual
Report, page 11.

(2) The Government charges say (Br. 63, App. 165)
that the annnal deduction for ore and timber extinguish-
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ment (which in 1918 amounted to $447,631.93) was jm.
proper in greater part and in so far as it applied to the
ore mines, because the Company did not own its iron
mines but only leased them. Only the lessor is entitled
to such a deduction, it is said. This is an extraordinary
assertion. How else can the cost of the lease be extin:
guished? It appears from Mr. Reay’s testimony that
the purpose of the depletion item was to extingnish the
capital value of the mine leases, and that the amortiza-
tion calculations were based on actual cost of the prop-
erties to the company (R, 237).

(3) The Basic Inventory Controversy. During the
war and post-war period of inflated prices, 1917-1920, the
Harvester Company publiely announced that it was using
for its own bookkeeping purposes what is known as the
hasic inventory, which simply accomplished in another
and perhaps more logieal way the same purpose as the
inventory reserves, generally set up by all wisely-
handled businesses, to provide against the expected de-
flation. It has claimed no advantage in this suit by rea-
son of this method. It obviously could not ohject to an
adjustment of the inventories of all companies to the
same basis for purposes of comparison. It appears from
the Commission’s report (p. 112) that the Harvester
Company and Deere & Co. were found to be the 01}15'
implement eompanies using the basic inventory priz-
ciple, and that for purposcs of comparison the Commis-
sion adjusted their inventories to the cost-or-market
basis. Mr. Bennett, who preparcd the Federal Trat.ie
Commission data, testified that the Company had avail-
able accurate information to enable him to make the ad-
justment and that there was not the slightest attempt
at conccalment (R. 143). The Harvester Company has
no quarrel with the Federal Trade Commission for at.l-
justing its basic inventory to the cost-or-market basis
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for purposes of comparison with the other implement
companies using that plan. Ii does, however, feel that
it has a just complaint in that the Commission, after
making this adjustment, vitiated the whole comparison
in so far as the costs of machines were concerned in the
manner hereinbefore mentioned; that is, by valuing com-
petitors” materials not at cost or market, but at current
or anticipated contract prices on a rising market.

The whole question of the hasic inventory so far as
the Commission’s figures were concerned, was removed
by its own adjustment and none of the exhibits filed by
the Ilarvester Company in this case have attempted to
take any advantage of this principle. The nature of the
basic inventory method, its propriety as a matter of
good accounting and the justification for its use under
the particular eircumstances, are all utterly immaterial
to any question of substance in this case, but the Govern-
ment has now made the issue important by a charge of
deceptive accounting,

The Government’s attack on the basiec inventory
method is hased on a complete misunderstanding of
what was done. 1t says (Br. 156) ‘‘the Company has
omitted from its inventories a large quantity of ma-
chines and other physical units and has valued the prop-
erty inelnded in its inventory on an arbitrary basis
below cost or market, and has in this way understated
its carnings.’’ This same charge is repeated in several
places (Br. 158, 160, 161).

The cvidence shows that the Harvester Company
valued its normal inventory on a fixed basis represent-
ing normal pre-war values, and valued the excess quan-
tities at cost or market. The Government has mis-
takenly assumed that this excess was omitted entirely.
If the author of this mistake had taken the slightest
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trouble to examine the record to sec what was done or tg
examine the text books to see what the basie inventory
method was, instead of asserting that it was a principle
unknown to accounting, this mistake would not have
heen made and the Harvester Company would not he

publicly charged with crookedness by the Department of
Justice.

Bennett, the Government’s own witness, and director
of the Federal Trade Commission investigation, de-
scribed the inventory method of the Harvester Company
as follows:

“There was a difference between the company’s
and the commission’s figures in respeet to inven-
tories of raw materials and finished product, be-
cause commencing with the vear 1917 the Inter-
national Harvester Company priced their inven
tories on what they were pleased to call the basic
inventory prineiple. That principle was this: It
was the contention of the Ilarvester Company that
they should not he compelled to price their inventory
at cost or market, whichever was the lowest, but on
a pre-war normal basis, as far as quantities and
values were concerned, equivalent to the inventory
they had on hand at that time; the balance of ihe
inventory to be priced at current cost’”’ (R. 139).

In the 1918 published Annual Report of the Harveste.r
Company (p. 8) under the heading ‘‘Inventories’ 1t 18
said: .

““The ‘basie’ inventory representing a normal
quantity of raw materials, work in process, and ﬁl;l-
ished produets has been valued at 1916 111ven_tq1iv
prices (being the actual cost of that year), }111t191
were adopted in 1917 as a fair and stable basis for
inventory valuations during the period of the war
The ‘excess’ inventory (that is, the quautfity i e
cess of normal) has been valued at reasonable mar-
ket prices.”

It thus clearly appears that the excess machines above
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normal quantitics were not omitted from the inventory,
but included at market prices. The Government’s whole
charge is hased on a misapprehension.

The basic inventory plan was recognized in sound ac-
counling practice.

R. H. Montgomery, formerly President of the Amer-
ican Association of Accountants and a recognized au-
thority, in his work on Auditing Theory and Practice,
Vol. I, 3rd Ed. 1922, says:

““The selection of a low, fixed base price for raw
materials is a practice which was adopted many
vears ago hy some of the most snecessful and far-
sceing business men. There must be some direct
connection hetween good husiness praetice and good
acecounting practice (p. 124).

““When market prices and costs of production
have inereased continuously due to inflation such as
that caused by war, the experienee of hundreds of
vears emphasizes the dangers of considering such
inflated prices to be normal. In spite of inflation
due to wars, prices usually return fo pre-war levels,
and it is reasonable to assume that they always will.
It was said that the recent World War was differ-
ent from all others, and that therefore prices would
continue permanently on a higher level. Yet in
1021 the prices of somc important basic commod-
ities were as low or lower than in 1914 (p. 124).

**Some corporation officials thought that the con-
tinued rise in prices during the war was a tempo-
rary phenomenon, and so took such steps as were
necessary to prevent a serious impairment of earn-
ing power in the event of a return to lower prices
during succeeding years. Thns, the United States
Steel Corporation established a reserve during the
years 1916 to 1920, which at the close of 1920
amounted to $95,000,000 on an inventory of $333,-
000,000. This reserve was estahlished to offset the
excess of actual cost or market valae of inventory
stocks over and above the unit prices therefor as at
the close of the year 1915. Some corporations car-
ried quantities equal to the war quantities at pre-
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f({,;.rlgg.;zj, and ticreases in quantitics at actual cogi

‘At the beginning of the late war it was boliev
that the adoption of the base or fixed l)ricebr(il]éi{.lgg
would prevent subsequent finaneial troubles, should
prices unduly incrcase. Many coneerns adopted i
and those which adhered to it now consider that their
judgment has been vindicated. The Treasury De-
partment refused to sanetion the practice in so far
as the computation of income and profits taxes is
concerned. Who is right is a question to e seftled
by the courts,

In the opinion of the author, the method was
adopted by enough concerns to justify calling it good
accounting practice’’ (p. 126).

In T. J. Millar’s Monograph on “*Manufacturing and
Trading Stock Valuations” (Maedonald & Evans, Lon-
domn) the literature on various inventory methods is col-
lected, including references to and quotations from
English and French Governmental papers and opiuiens
of committees of aceountants, giving special considera-
tion to inventory methods during the war period of in-
flation and deflation. It appears that the basic inven-
tory method was in general use in England prior to the
war, and a committee of accountants recommended its
acceptance for purposes of excess profits tax, but that
owing to the exigencies of the Government the latter de-
cided to permit its use only in businesses where it had
been a general practice of long standing. Special relief
in another form was provided for concerns held to the
cost or market method of valuation (English White
Papers, June 14, 1917).

Mr. Millar states:

“These documents recognize the practice of Lasic
stock valuation and admits its applicability n cer-
tain circumstances’ (p. 5).

He further says: o
¢ Ag regards the French Finance law it 18 perhaps
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snflicient to indicate that it distinguisbes normal and
excess stock. Tt provides for normal stock being
valued on a pre-war average basis’’ (p. 6).

Thus the inventory method which the Government says
was unknown to accountants was expressly approved by
the French fax law, was accepted in certain cases under
the English tax law, and had been long recognized and
used for purposes of business accounting,.

At the close of the year 1921 the Harvester Company
discontinued the basic inventory plan and the Annnal
Report states (p. 7):

““The rapid decline in market values during the
vear 1921 of the commodities entering into the Com-
pany’s products has resulted in price levels that
make unnecessary the continuation of the ‘basie’ in-
ventory method of valuing inventories; therefore,
raw materials and supplies, including purchases
after the close of the manufacturing scason, have
been valued at cost or market, whichever was
lower.”’

The report also contains a paragraph (p. 13) summariz-
ing the reasons for use of the basic principle during the
five years of rise and fall in prices and tbe results
thercby accomplished.

In order that the Court might fully understand the
effect of the different inventory metbods, defendants
introduced an exhibit (Defts.’ Ex. (8) 21) showing the
profits computed in hoth ways as follows:

Profits per Profits per

Cost or Market Basic Inv.
IN7.......... $20,416,710 $14,009,593
1918.......... 20,306,713 14,985,325
1919.......... 16,408,239 12,608,726
1920.......... 19,853,394 16,655,353
1021, ......... 14,576,141 (Loss) 4,149,918
$62,408,915 $62,408,915

It will be noted (and this is true of all differences in
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inventory methods) that the total profits over a period
of years are not changed but only the allocation between
years. The relation of the earnings to the investment i
the same in cither case, so that the matter is really im-
material to the Government’s own argument t]m-t the
Harvester Company’s return is cxcessive. WWhat better
Justification could there he for the use of the basic inven-
tory than the results shown above?

COMMENT ON THE FEDERAL TRADE COMMISSION'S
FIGTURES RELATING TO PROFITS.

The six tables on pages 90-95 of the Commission’s re-
port show the investment and earnings of all companies
investigated and the figures in the first three columns
to which the Government refers purport to show the in-
vestment, earnings and per cent of earnings to invest-
ment for the implement business only as distingnished
from the figures in the last three columns covering the
entire businesses of the respective companies. Relying
on these figures the Government states that the Har-
vester Company’s per cent of earnings to investment as
compared with the average for other companies, shows
an excessive profit. The figures relied on are as follows
(Commission Report, pp. 102-3):

21 Other
I. H. Co. Companies
1913, .o 10.67% 8.62%
1914, . . ... o, 7.60 4.97
1910. . ..ot it 7.84 5.19
1916, .. i e 10.62 8.31
1917 . e 18.59 13.43
1918, .o e 19.59 20.34
Average.....coeeuuer-. 12.48% 10.03%

None of these figures, it should be noted, reflect ;’wt
earnings but simply operating income before deducting
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interest on borrowed capital, Federal Income and War
Taxes and other usual and necessary provisions (F. T. C.
Rep., p. 97). The net income for the Iarvester Com-
pany and all other companies would, of course, be con-
siderably lower. This may not vitiate comparisons but
does lave a hearing on whether the profits of all the
companies werc adequate, inadequate or excessive.

Comparing the rates of return as given by the Com-
mission, we are unable to see how any dominance is
sliown by the small excess of the Harvester Company
over the average. It should be remembered that the
average return ineludes the inefficient as well as the effi-
cient, Tt appears from the Commission’s own tables
that in every year a number of companics exceeded the
Harvester Company in the rate of return, as follows: in
1913, 5 companies; 1914, 9 companics; 1915, 7 companies;
1916, 7 companies ; 1917, 5 companies; 1918, 10 companies
{Commission's Rep., pp. 90-93).

However, the Commission’s figures are not in faet
comparable because, although purporting to compare the
return on implement business only, the Harvester Com-
pany’'s figures include tlie profits on its steel, lumber
and fiber industries. This is admitted on page 97 of
the Commission’s report whieh justifies it on the ground
it would only make a slight difference. This action
secmns extraordinary in the face of the Commission’s
own conclusions in Chapter X, adopted in the Supple-
mental Detition, that the stecl husiness is a separate,
disconnected business which the Harvester Company
does not need, and which returned profit considerably
greater than the implement business.

In Chapter X (pp. 671-2) of the Commission’s own re-
port where the steel business is attacked as a scparate
business so profitable that it must be taken away from
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the owners of the llarvester implement factorices, will
be found the figures neeessary to revise the Company’s
investment and earnings in the implement husiness wh:mh
the tables on pages 90-95 purport to show but do not in
fact show. Deducting the steel, lumber and fiber mvest-
nents and earnings as shown by the Commission itself
(pp. 671-2), the following revised figures are arrived at,
more correctly comparing the earnings of the Harvestor
Company and the average for the implement industry:

21 Other

I. H. Co. Companics

1913, 0o 9.84% 8.62%
014 ... 7.60 4,97
1915 ... oo .. 7.11 2.19
1916, .. .............. 7.83 8.3
/17,0 13.94 13.43
1918 . .. ... ... 16.73 0.34

Average .. ......... 10.50¢% 10.03%

By comparing this table with the preceding one it will
be seen that the Harvester Company s excess of earnings
above the average for all other companics is reduced
from 2455 to 47 of 1¢¢. In other words four-fifths of
the excess giving the alleged dominance disappears with
the making of a correetion neeessary to put the tables on
a comparative basis. If the Commission and the Gov-
ernment are correct in attaching great siemificance to an
excess of 2.45¢¢ above the average, then the inclusion of
the steel business, ete., causing more than four-fifths of
the excess, made more than a slight ditference, or rice
rersa.

Tsing the above revised fizures as more eorrectly re-
flecting the separate results of the Harvester Company’s
implement business, and eomparinz these results with
the returns of other companies covered by the Commis-
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sion’s investigation, a still larger number of companies
appear to have made larger returns than the Harvester
Company, as follows:

NuapkEr or CoMPeETiToRs wITH GreEaTiErR PERCENTAGE oF
Rerunx THay InTtERyNaTIONAL IIARVESTER COMPANY,

Jommission’s Figures Revised Figures

ineluding excluding
Steel Profits, ete. Steel Profits, etc,
1913 ... 5 6
1914 . .. o 9 9
1915 ... . 7 7
1916 . .. ...l T 15
1917 ..o ool 5 12
1918 . .. ...l 10 11
Total ... ......... 43 60

Regarding tlie reasonableness of the return of the
whole implernent business, the Commission’s report says
{p. 102):

““While, as stated above, the last two years of the
period under investigation showed an excessive rate
of return, nevertheless, when the whole of the six-
vear period is taken into consideration, it would ap-
pear that the average return for the whole induastry
was little, if any, above what might be considered a
normal return.”’

If this is trne of the whole industry, it would scem to

follow of the Harvester Company also.

ETEEL FROYITS,

The following table (Defendants’ Exhihit (S) 36, 1.
638) identifiecd by W. M. Reay, Comptroller, shows the
amount of steel profit per machine; or, in other words,
the amount by which the costs of cach machine would be
reduced if the steel from the Wisconsin Stecl Works were
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taken into machine costs at cost instead of al market
price,

STEEL REQUIREAMENTS
AND
WISCONSIN STEEL WORKS PROFIT
PER
BINDER-MOWER—RA KE—CORYN BINDER
1923
Reguiar

6Tt Cormn
Binder Binder
w /Bundle 5Tt 10/26 w /Bundle
Carrier  Mower Rake Carmer

Weight of Stecl Requirements:
liolled by Wisconsin Steel

Works........... ....... ... 6134 180y 3314 447
Tl'urchased from Qutside Con-

CEMS. ..o vt e 116 25 11 118

Tatal............ . _..... 204 2054 3424 G4dé

Wisconsin Steel Works Net Profit

on Steel shif)ped to Harvester
Works per Machine............ §3 06 $1 00 81.41 $2.12

Reay further testified that the average profit per ton
of steel over a period of 15 years was about $10 per
ton and as something over 600 pounds of Wisconsin Steel
Works’ steel was used in a binder, $3.00 would repre-
sent the average steel profit per binder, (Ree., 368)
For the years 1921 and 1922 there was no steel profit
whatever. During these years the market price of steel
at which it was billed to the Harvester Works was be-
low cost of production. (Ree., 223.) In other words,
in the very period of depression, 1921 and 1922, durin'g'
which the petition alleges that the profitable steel busi-
ness gave the Harvester Company an undue advantage,
it would have been better off and have had lower costs
if it had not owned a steel plant and had bought on the
outside. i

Reay testified that the average profits of the steel
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propertics over a period of 15 vears were approximately
$3,300,000 per annum, (Iece,, 368.) This included the
profit on sales to outside customers and also the inter-
company profit on steel billed to the Harvester Company
machine works at market.

The Harvester Company’s investment in the steel busi-
ness which yielded the above return as shown by the
hooks of the Company appears from Petitioner's Ex-
hibit (8) 139 (R. 567}, as follows:

1913-18 $24,000,000
1919 $25,000,000
1920 $29,000,000
1921-22 $32,000,000

This figure the exhibit states includes $5,000,000 as-
signed to the steel business as a minimum working capi-
tal; that is, if the steel business were an independent en-
terprise separately financed, it would require this
amount of capital to carry on in addition to its physical
properties.
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APPENDIX TO PART VIIT.

STATEMENT SHOWING RATIO OF 1919 SALIS OF CIAMPIOX
AND ONBORNIE MACHINES TO SALRSN OF ALT, '
Dot HARVESTING MACHINFE.
etitioner’'s Exlibit (&) 10, K. 405, shows that Emersow-Jir tine]
in 1619 sold antingham
Oxbarne machines ..., o oo ... e raaraan 9409

Fmerson rakes and Standard mowers .o .o, 10,955
Total SBIES . i e e 23,564

Avery & Sons’ sales of Chuampion marbines in 1919 eanmnot b figured
aceuriiely as the Government ooly inteodieed their combined sales
for 1910 and 1920, 8R47 (Gov. Br. 148). It is a fair assmnition that
at least one-third of these sales, or 2949 wore made in 119, and the
fullewing table is prepared on this assumption:

Osborne sales in 19 oo o i i i e ieens 9.4
Champion sales in 19819 ..., et e E e 2,49
12,358

Total number of machines xeld in U, 8. in 1919 (Gov,
Br. 6y ... .......... Aa s aea e PR 1) L |5
Add estimated Champlon sales ...o.eviieevun. .. S 2945
395,034
Per vent of Champion and Oshorne sales to total sules. . 3.13%

TABULATION EHOWING SALES IN THE UNITED STATES OF
GRAIN BINDERS IN 1904 AS PROVED TY¥ ORIGINAL IIKARING
IN TUIS sSUIT.

Harvester Compuny (OR. Vol I, 720 ..., 00vivasn 86,254
Acme Company (O.R Vel IL I ... e aass 1,000
Johnston Compeny {(OOR. VoellI, O37TY..uvovoias, 218
Wooud Compuny (O0.R.Vol. I, HBIGY...co.iiiunn. i

Adriance-Platt Company {(O.R.VolLT, B34).......... P §15
Mionie Ilarvester Company {O. 1L VoL 2T, 1237).......... eae. 10%

Total ...... eetanaa Cewesaneeas e eeiaaaeenaaans 91,07
Harvester Company's POICENLAPE . .ovvvrecvninnrnnens R 048
2
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STATEMENT RHOWING COMPUTATION OF THFE SUMMARY
TATBTI APPRARING IN ATPELLER'S BILTEY COMPARING THE
INTERNATIONAL HARVEXTER COMPANY'S AGRICTULTURIAL
IMPLEMENT =ALES IN THI UNITED STATES IN 1022 WITII
THE TOTAL SALER OF AGRICTLTURATL IMIPLEMENTS IN THE
TNITED STATEKS AR SINOWN BY THE UNITED STATES (CLEN-
SUR FPIGURES ATTHR ELIMINATING FROM NAID TOTAL TUE
AJMOUNT OF SALEN OF ALL TYDPES OF FARM IMPLEMENTS
WHICH TIIE HARVESTER COMPANY DOEN NOT SELL.

Internotional DPercentage

All Harvoester IIIC to AL
Manufacturers Company Manufacturers
Manting  Machinery...... & 4,567,000 $ 1,145,000 2527,
tows and Tillage Imple-
ments
iy nmd Fisters. ... 0,283,000 GR4,0060
Tillagze lmploments. .. D02 000 1,457,000
Cultivators ......... 4,705,441 1,446,000
Tatnl of above 3
clussifications .. $ 19,200,000 & 3.587,000 186
ITnrvesting Machinery:
ITarvesting Maclinery §  0.886.000 3 G.001,000
Haying Machinery... 8,027,000 4,055,000
Total of nbove 2
classifications . .$ 17,913,000 $10,0638,000 nG.1
Muchines for DIreparing -
Crops  for Market or
Use ouaen-. sernneaaa b LEHTTONO0 $ 2,004,000 14.1
Gax and Steam Tractors. 41,838,000 9,262,000 21
Miscellaneous .......... 49,938,000 16,974,000 310
Grand Total..... $148,423,000 $41,122,000 20 9

The above table is compiled from U. S. Census figures
{Defendant’s Ioxhibit 8-19 and 34 R, 600, 63G), and the
testimony R. 230 enumerating the several kinds of imple-
ments and equipment included in the census, but not sold
by the Harvester Company.

The amount of sales shown ju the Census under the
classification listed below have been exeluded as repre-
senting machines not sold by the Harvester Company :

Census Classifications exceluded: Tapre No. 2: Trans-
planters, horsedrawn, Other planters or drills, TapLe
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No, 3: Plowstocks. Tarnne No. 4: Weeders, Other til.

age impiements. Taste No. 3: Hand cultivators

(wheeled loes), Other eultivators. Tanue No. 6: Peg .
and bean harvesters, Other harvesting machinery, Tapg

No. 7: Other haying machinery. Tasrk No, 8: Graig

cleaners and graders (for small grain only), Other ma.

chines for preparing crops for market or nse. Tamg

No. 9: Tracklaying (caterpillar) type (all sizes) Gar-

den type, Steam tractors complete. TabLe No, 11: Light

spring vehicles, Buggies. Tapie No. 12: All Barn and

Barnyard cquipment. Tasce No. 13: Beckeepers Sup-

plies, Milking-machine units, Butter-making equipment,

Checse-making equipment, Farm elevators (portable),

Farm elevators (stationary) Forks, hoos, rakes and

shovels, Grain eradles and seythes, Seythe snaths, Light-
ning rods, Portable corneribs, Portable grain bins, Incu-
bators, Brooders, otlier Pumps hand, only hand or wind-
mill, Push ecarts and trncks, Seed-potato eutters, Silos,
Stump puller (power) Tank heaters, Water supply sys-
tems (farm and housc), Wheelbarrows, Windmills, Wind-
mill towers. All other not elsewlhere specified.

The “‘Miscellaneons?’ item includes all machines made
by the Harvester Company which are grouped in the
census classification as ““Aliscellancous’ (cream separa-
tors, manure spreaders, engines, cane mills, ete.), also
wagons, and repairs, attachments and parts for all ma-
chines in all of the census classifications. Wherever the
census groups in one total the amount of the sales of
attachments, repairs and parts for certain types of ma-
chines sold, and others not sold, by the International
Harvester Company, the amount so shown has been pro-
rated in proportion to tlie amount of machine sales n-
-lnded and excluded in preparing the table, as above
stated.
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DETAILS OF COMPUTATION OF INTERNATIONAL HARVESTER
COMPANY’S PERCENTAGE OF TRADE IN HARVESTING
AMACHINES BASED ON THE 1922 U. 8. CENSUS FIGURES FOR
THE TOTAL UNITED STATES SALES IN DOLLARS.

The following is the detail of the tabulation in eur Bricf showing the
ITarvester Company's pereentage of trade as 56.1% in 1022:

Al
Manufncturers I, 1. Co.

Grain Binders.... .......... ... .. $ 4,752,120
Grain Headers. ... .. ... ... ... 5,172
Harvester Threshers. ... ... ..., 1,827,373
Corn Binders and Harvesters. ... .. .. 1,576,499L 3 6,001,000
Reapers. ... ... 42,002
Potato Dipgers. ..................... 1,105,273
Beet Lifters.................. ... .. 26,879
Mowers. . ..... ............. e 4,309,646
Sulky Rakes......................... 975,019
Side Delivery Rakes. . ...... ... ... ... 590,424
Sweep Rakes..... ... ... ... 380,463 4,055,000
Tedders......... ... ..., 330,184
Loaders....... .. S 1,183,932
Stackers........... ... ... 257,529
317,913,324 810,056,000  56.1
Excluded: ” ’ %
Other larvesting Machinery. ... ... WA
Other Maying Machinery........... 43,694 ...

$18,289,057  $10,056,000 53 09}

In preparing the above tabulation, the total U. 8. aales under the
following census classifications have been omitted: “Pea and Bean Ilar-
vesters,”’  “Other Harvesting Machinery,” “‘Attachments and Parts,"
“Other Ilaying Machinery,"” “Attachments and Parts.”

Pea and bean harvesters are excluded because not made by the Har vester
Company. The Harvester Company makes a number of machines included
io the classifications ‘‘other harvesting machinery’’ and ‘‘other haying
machinery' (eorn pickers, rice binders and combined sweep rakes and
stackers) hut inasmuch as these classifications also include ather types
of machines not made by the Harvester Company and no separation can he
made, the entire classifications have been excluded. At the same time
the Harvester Company's figures for total sales in all kinds of harvesting
and haying machinery include its own sales of corn pickers, rice binders
and combined sweep rakes and stackers. This operates to increase the
Harvester Company’s pereentage. It will be noted that inclusion in the
totﬁal(}l). 3. sales of these omitted elassifications would reduce the percentage
1o 25 .

The figures for the Iarvester Company’'s sales are taken from Defend-
ant's Exhibit (8) 19 {13.600) showing the Ilarvester Company's sales aa
reporicd to the Census Bureau.

Attachments and parts are not iocluded in the computation ac the figures
for a comparison are not in the record. Their inclusion would not mater-
ially change the result.
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It should be noted that the census basis of valuatioy
for maclines sold is not the ultimate sales proceeds but
the same factory value which is used for valuation of
the manufacturing output of the year: for example, iy
1922 the total number of rakes manufactured is showp
as 30,019 valued at £736,781.00, or %2475 per rake. In
the same year the domestic rake sales ave shown gs
41,816, valued at £975,019.00, ov $23.32 per rake. The
small difference refleets the variations in the relation of
the number manufactured and sold by cach manufacturer,
also differences in types and sizes of machines, also the
higher factory value of machines packed for export.

Fraxx H. Scorr,

WiLniaa S, EuvrorT,

Vicror A. Remy,
Solicitors for Appellees.



SUPREME COURT OF THE UNITED STATES.

No. 254.—O0crorer TERM, 1926.

The United States of Ameriea, Ap-
pellant,
vs.

International Ilarvester Company, In-
ternational Ilarvester Company of
America, International Flax Twine
Company.

Appeal from the District
Court of the United
States for the Distriet
of Minnesota.

[June 6, 1927.]

Mr. Justice SaNForD delivered the opinion of the Court.

This is a direet appeal, under § 238 of the Judicial Code as
amended hy the Jurisdietional Aet of 1925, from a final decree of
the District Court—specially constituted under the Expediting Act?
and composed of three Circuit Judges—dismissing a supplemental
petition of the United States to ohtain further relief in addition
to that granted by an earlier decree in the same case.

In the original petition, which was filed in 1912, the United
States alleged that the International Harvester Company®*—herein-
after referred to as the International Company—and other defend-
ants were engaged in a eombination restraining interstate trade and
commerce in harvesting machines and other agricultural implements
and monopolizing such trade in violation of the Anti-Trust Aect;*
that the International Company had been formed hy certain of
the other defendants in 1902, with a capital stock of $120,000,000,
for the purpose of comhining five separate companies then mann-
facturing and selling harvesting machinery, whose aggregate output
exceeded 85 per cent. of such machinery produced and sold in the

143 St. 036, e. 229, § 1.

232 Stat. 823, c. 5¢4; amended, 36 B, 8534, c. 428

8This name is used in the decrees and briefs as including both the original
defendant and a new eompany of the same name, which took over in 1918
the property and business of the original company, and entered its appear-
gnce in the case as a defendant.

426 Bt 200, c. 847; U. 8. C., Tit. 15, §1, et seq.
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