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INTRODUCTION

THE earlier chapters in the history of the American wool manu-
facture have failed of their purpose if they have not prepared us
for a critical estimate of the domestic industry in its present
condition, when the household manufacture and the primitive
factory have given way to the modern, highly organized enter-
prise. In the first part our attention was directed to the rudi-
mentary organization of the colonial period, — an organization
characterized by household production, by little trade in woolen
products, and by a meager range of manufactured fabrics. The
following part was devoted primarily to a consideration of the
conditions precedent to the rise of factory production, and of
the course by which this rise took place. Accompanying this de-
velopment were a marked improvement in technical equipment,
a broadening of the market, and some extension of the range in
output. Then, the survey of the industry as of about 1870
showed the industry in the midst of its rapid expansion. It
already gave indication of the direction in which the modern
manufacture was destined to advance. The woolen cloths pro-
duced had largely taken on their present character, and a begin-
ning had been made in the worsted manufacture. Technique
had improved, especially in weaving. The commencement of the
wholesale clothing industry had supplied a new foundation for
a growing domestic market. But the geographical dispersion of
the industry, the moderate size of the typical establishment, and
certain features connected with the quality of the goods, indi-
cated that the industry was as yet immature. Particularly
youthful in appearance as compared with modern organization
was the worsted branch.

Accordingly, in considering the industry of the present day, —
picking out the essential and more significant features, — we
should attend most closely to those factors which, revealing a

3



4 INDUSTRIAL MATURITY

change from the conditions fifty years ago, indicate a movement
in the direction of greater maturity for the whole industry. To
the outline of such changes this part will be devoted, although

in this choice of emphasis many interesting topics must be sub-
ordinated or wholly ignored.



CHAPTER XXII
THE TARIFF AND THE DOMESTIC INDUSTRY

EvEN to the casual observer, the conditions surrounding the
wool manufacture in the years after the Civil War were different
in many ways from those which compassed it in the earlier dec-
ades; and perhaps no change between such peripds was more
obvious than that with respect to tariff matters. The later
forties and the fifties covered the low-tariff era in American ex-
perience, while the years after the war saw the launching of the
high-tariff system which for the wool manufacture has prevailed
ever since with only short lapses. Indeed, even the tariff law of
1922 shows in its very form and method, as far as the wool and
woolens schedule is concerned, the influence of the development
in tariff structure which had come during the earlier sixties and
was solidified in the Wool and Woolens act of 1867. In height
of duties, too, the course of rates in the successive laws has gen-
erally been upwards. At least there have been no serious reac-
tions, except under the Wilson act (1894-1897) and under the
Underwood law (1913-1922), when the number of normal years
were too few to influence appreciably the development of the
manufacture itself. For this reason, as well as for the prominence
which the wool and woolens schedule has attained in recent tariff
discussions, the form and substance of the protection under the
so-called Republican laws will engage our first attention.!

1 At the outset of this discussion, I would make perfectly plain its aim and pur-
pose. As I suggested in the Preface, I am not concerned here or elsewhere in this
study in passing judgment upon the wisdom or usefulness of the tariff policy which
has been applied to the wool-manufacturing industry. Others have done this much
better than I could hope to do, notably Professor Taussig in his Tariff History and
his Some Aspects of the Tariff Question. What I do want to point out is the effect of
the whole tariff policy and even of the manner in which that policy has been carried
out in the schedules of the several tariff acts upon the development of the manu-
facturing industry itself. Without any impropriety in the formulation of the
effective duties and without exceptional long-run profits on the part of any partic-
ular section of a given manufacture, protection may induce changes in the course
of an industry’s growth. And it is with this function of the tariff,—as an important
force in the directing of industrial development, — that I am here interested.

5



6 INDUSTRIAL MATURITY

The matter of tariff form has more than a passing interest for
those concerned with the wool and woolens paragraph of the
several laws. The scheme of the Republican tariff schedules
relating to these articles has a peculiar nature and a peculiar
history. It rests upon a compounding of interests, — the sepa-
rate and possibly antagonistic interests of wool-grower and woeol-
manufacturer. The wool-grower has demanded tariff protec-
tion, — on what grounds and with what propriety we need not
here consider,! — and the grant of aid to him would necessarily
mean higher wool prices to the wool-manufacturer. Unless the
latter’s position be in some manner alleviated, he is exposed
through such an increase in his raw-material costs to enhanced
competition from foreign manufacturers who, of course, secure
their wool at the lower world prices. This difficulty, of course,
occurred in the period before the Civil War, and tariff-makers
attempted to solve the problem usually by varying the rates of
duty between raw material and finished fabrics. Thus, in the
act of 1816, when raw wool was first taxed upon importation, the
duty upon it was 15 per cent ad valorem, while that on cloth,
dress-goods, and flannels was 25 per cent.  Again, the law of 1842
carried rates of 3 cents per pound plus 30 per cent ad valorem on
the wool, and of 40 per cent ad valorem on cloths and dress-
goods. The net protection for the benefit of the manufacturers
obviously proceeded on no clear-cut theory. They secured an
indefinite something after the wool-growers had been taken care
of; and the manufacturers were dissatisfied with such a fast and
loose arrangement. The result was especially unpleasant when,
in the long-continued act of 1846, the raw wool and the manu-
factured cloths and dress-goods were dutied at the same rate
(30 per cent); and when flannels and blankets fared even worse
in that tariff, being taxed at 25 and 20 per cent, respectively,
despite the higher wool duty.

The remedy was sketched in the Morrill tariff of 1861. Wool
under that act was dutied under a system of steps: fiber valued
at less than 18 cents a pound bore a 5 per cent rate; that valued
between 18 and 24 cents was taxed 3 cents a pound; and that

1 See Wright, Wool Growing and the Tariff, passim.
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valued above 24 cents, g cents a pound. In framing the tariff on
wool manufactures, the scheme was hit upon of combining a
specific duty, to compensate the domestic user of foreign wool
for the higher cost of his raw material, and an ad valorem duty
which should represent the pure protective element. Just where
this idea came from is not clear; but once established it proved
to have extraordinary vitality.! In the Morrill tariff, however,
the full significance of the principle does not seem to have been
appreciated, nor its full application attained. The duty on
cloths and dress-goods was placed at 12 cents per pound plus
25 per cent ad valorem; but just how the figure of 12 cents was
arrived at, is not apparent. Probably it was related to the 3-cent
duty on wool valued at 18 to 24 cents per pound, — a duty ap-
plied to the most important group of wools employed in the
American industry, — with allowance for four pounds of raw
wool per pound of cloth. Moreover, the system was not used in
connection with the duties on yarns or flannels, — except for the
higher values of yarns. However, the succeeding tariffs, 1862
and 1864, revealed a wider employment of the basic notion,
while in the postwar act of 1867 this concept prevailed through-
out the law and was applied with greater exactness.

The duty on clothing wools costing not more than 32 cents a
pound — a limit which embraced the chief constituents in the
imported wool supply — was by the act of 1867 placed at 10
cents per pound plus 11 per cent ad valorem. This compound
rate meant an actual one of about 1174 cents per pound. With
this as a starting point, the specific rate, say, for cloths was fixed
by the following computation:

Compensation for duty on 4 pounds of wool at 1114 cents . . . 46 cents

Compensation for duties levied on oils, dye-stuffs, etc. . . . . . 215 *

Interest on moneys advanced to pay these duties . . . . . . . avs
Total . . . . . . . . ... 53 “

! The suggestion of this arrangement apparently did not come from the manu-
facturers. At least the tariff of 1861 did not generally have the support of the
country’s industrial interests. Mr. Morrill himself is on record as saying that
that law “was not asked for, and but coldly welcomed, by manufacturers’
(Congressional Globe, 1869-1870, p. 3295). See also Taussig, Tariff History,
P. 159, note.
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Congress as a matter of actual fact whittled this figure down to
an even 50 cents a pound; but in substance the principle was ad-
mitted. To this specific duty an ad valorem one was added —
35 per cent — which was intended to convey the ‘“‘net effective
protection.” ! For other manufactured articles, dress-goods,
yarns, blankets, or flannels, computations similar in method to
that above for cloths gave the basis for specific duties which were
supposed to be wholly compensatory in character; while gen-
erally throughout the schedule an ad valorem duty of 35 per cent
was added for simple protectionist purposes.

However, the processes of computation used to arrive at the
height of the specific duties deserve further analysis. The in-
demnification to manufacturers for duties paid on oils, dye-
stufls, etc., need not detain us; the figure is not a large one. Nor
need one cavil at the item for interest. The selection of ‘‘four
pounds of wool” as the proper ratio between raw wool and
finished fabric is the most important point. This ratio, it may
be explained, assumes that the loss in weight in the manufactur-
ing processes renders necessary the employment of four pounds
of greasy wool to secure one pound of cloth. Of the loss so in-
curred, the chief is that sustained in the scouring process, where
the wool grease, dirt, and other substances are removed from the
wool fibers. This so-called ‘‘shrinkage’” of raw wool varies
widely among the manifold different types of wool fleeces, from
20 or 25 per cent to 6624 or even 75 per cent. The ratio selected
for tariff purposes obviously was based upon a shrinkage of the
maximum or nearly the maximum degree, even making allow-
ance for the wastage, small in proportion, in the real manufac-
turing processes. The intent of the system built upon this ratio
has this general scope: to place the American manufacturer in
a position cnabling him to employ practically any staple of the

1 More accurately, the 35 per cent was intended to include two elements, a
25 per cent for real protective purposes, and a 10 per cent to compensate domestic
producers for internal taxes. Yet these internal revenue taxes were much reduced
by a law approved under the same date as the tariff act, and were wholly
wiped away in about a year’s time; and still the ad valorem rate in the tariff
was not reduced. In substance, then, the 35 per cent was wholly protective
in operation.
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world’s production upon equal terms with his foreign competitor,
1. e., without prejudice by reason of the protection afforded the
American wool-grower.

The practical working out of this principle, it may be remarked,
led to conclusions which are quite startling. For example, let us
take the relation of the ratio to the domestic wool production.
In the early years of operation under the new system, the Ameri-
can cloth manufacturers were almost entirely dependent upon
the American clip. Thus, in the years 1868-1870, an average of
less than 4 million pounds of “clothing” wool was imported,
while the domestic wool production was around 165 million
pounds (almost wholly wools for clothing purposes).! Yet, as
one of the theory’s exponents puts it, ‘It must be remembered
that this basis (four-to-one) has no relation whatever to domestic
wools: it relates only to foreign wools, and is made only to place
the American manufacturer, in the use of foreign wools burdened
by a duty, on an equality with the foreign manufacturer, in the
use of foreign wools free of duty.” 2 However, when that notion
has been embraced, we are surprised to learn that these heavy-
shrinking foreign wools for the use of which our manufacturers
must be compensated are, in fact, wools ‘“‘from the use of which
they (the manufacturers) are practically debarred.”® And,

1 Statistics relating to the period before 1867 would show better the situa-
tion as it confronted the drafters of the 1867 act; but only in the later years
can we separatc the wools into the several classes of “clothing,”” ‘‘combing,”
and “‘ carpet” varieties.

2 Hayes, ‘‘ Remarks made before the Tariff Commission on introducing a sched-
ule of duties on woolens,” Bulletin, 1883, p. 3. See also Bulletin, 1890, p.
259: ‘‘The American manufacturer must be reimbursed on the basis of the
shrinkage of the wools used by his foreign competitors, or available for the latters’
use.”

It is only fair to add that in later years, with the increased domestic demand for
wool and a rather stationary domestic supply, the importance of the foreign wool
imports was much enhanced.

3 North, Bulletin, 1894, p. 9. He continues: If the domestic manufacturers
‘““are driven to the use of other wools, — costlier wools of lighter shrinkage, — they
must still be compensated to the extent of four pounds, or they are at a disad-
vantage as compared with manufacturers who can and do use these heavier and
cheaper wools.”

See also Bullelin, 1884, p. 281; ibid., 1890, p. 421; and ibid., 1897, p.
129.
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truly, the effect of the very laws providing compensation for
manufacturers has been to encourage them in the use of wools
of lower shrinkage. For example, in Australian wool centers,
merino wools of relatively low shrinkage are frequently spoken
of as “wools for the American market.” Rather than pay a
substantially high tax (and freight) upon wool grease and dirt,
domestic wool manufacturers and merchants have found it ad-
vantageous to pay a premium, if not too great a one, upon wools
of lighter shrinkage.! Mauger and Avery, one of the largest wool-
dealing firms of the country, reported in 1893 that American
purchases of foreign wool were limited to wools which would
‘““not average to shrink more than 5o to 53 per cent.” 2 Further-
more, the Tariff Board found in 1911 that the duty of 11 cents
per pound of grease wool, as levied by the Payne-Aldrich tariff,
worked out as a duty of merely 18 cents per pound of clean wool
upon the raw material actually imported, instead of the duty of
33 cents per pound (three times the rate on the greasy wool)
contemplated by that tariff law.?

After such considerations, we are not surprised to read that
the “formula” does not mean ‘that four pounds of unwashed
wool necessarily enter into every pound of cloth. It means that
in a pound of the best cloth four pounds of certain clips of wool

. . abundantly accessible to foreign manufacturers but not
accessible to our own except by the payment of the duty thereon,
are necessarily consumed.”* But then one naturally asks:
what of the cloths that are not of the “best’ quality? what of
the other ‘“clips of wool”’? what of the large domestic clip and
of the low-shrinkage foreign fleeces? what of the cotton and the
shoddy that so largely supplement or displace new wool? To
the thoroughgoing protectionist these were not essential con-
siderations. Senator Aldrich once put the protectionist case in

! To some extent a premium would counterbalance the gain in lower shrinkage.
However, only the American buyers were particularly interested in this variety of
fleece; and apparently their purchases did not bring into effect a premium that
fully countervailed the gain they would secure at the customs.

* Bulletin, 1893, p. 258; an excerpt from the Report of the Aldrich Committee
on Prices and Wages.

3 Report on Schedule K, p. 382.

4 Bulletin, 1909, p. 39; a reprint of a speech by Senator Aldrich.
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this fashion: ‘‘As it is the weakest link in the chain or the lowest
point in the levee that determines efficiency, so we are bound
to take the highest-shrinkage wools accessible to foreigners
and to calculate the compensatory duty on the basis of these.”
And with regard to cotton and shoddy: ‘“We must arrange
the compensation on the basis of the best cloths; otherwise,
we should determine, by our legislation, that the manufac-
ture of this country shall be confined to the lower grades of
goods.”’ !

It should be stated in fairness to the architects of the four-to-
one ratio that at the time this ratio was set up there was some
justification for it. Among the important groups of foreign
wools employed in the American manufacture were the so-called
mestizo wools from South America and somewhat similar staple
from the Cape of Good Hope. These were heavy-shrinking, fine
merino wools;? and even a critic of the compensatory duties sug-
gests that in so far as cloths were made of such material, “‘that
assumption (of a four-to-one ratio) was not very far astray.” 3
But soon after the adoption of this formula and its embodiment
into law came the introduction of worsted coatings. These
fabrics, of which much will be said shortly, competed directly
with the older cassimeres, broadcloths, and the like, and came to
fill a very large part of the domestic demand for men’s-wear
goods. Yet these cloths were manufactured generally from wools
which shrank less in scouring, and were made by processes which
wasted less of the wool fiber. This group of goods, then, secured
a specially favorable position with respect to possible foreign
competition. The difficulties in its manufacture were over-
compensated.

However, even in later years, evidence of reputable American

v Bullelin, 1909, p. 65; a reprint of a speech by Senator Aldrich.

Domestic wool clips have been estimated for recent years to shrink on the av-
erage between so and 6o per cent. These wools, it may be noted, include whole
fleeces, whereas in the case of many foreign wools, especially the Australian, esti-
mates of shrinkage pertain usually to skirted fleeces.

2 Fine Buenos Ayres wool was reported to waste 6o to 70 per cent in washing
and burring (DeBow’s Review, 1854, xvi, 468).

3 Mr. Edward Moir, President of the Carded Wool Association, in Tariff Hear-
ings, 1921, p. 2726.
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mill-owners at various times leaves no doubt that the shrinkage
and wastage in weight of wool assumed by the tariff ratio have
not been and probably are not now unknown in the domestic
industry.! Just how frequently cases of such large shrinkage
occur in the American manufacture, and how great they bulk
therein, cannot be ascertained with accuracy. Probably they
form an inconsiderable part of the total output, most likely less
than 10 per cent of total yardage. Yet it is to cover this group
of cases that the tariff theory is directed. If one accepts the
principle of full protection to the American wool manufacture,
acceptance of the four-to-one ratio follows. Indecd, perhaps a
higher ratio would sometimes be justified. Moreover, in em-
ploying an extreme ratio of this sort, the legislator would not
necessarily be encouraging, at least directly, the establishment
or expansion of sections in the wool manufacture of specially low
comparative strength. Some portions of the industry using
high-shrinkage wools would undoubtedly be as effective as other
portions employing staple of lower shrinkage.

It is not necessary for our purposes to inquire further into this
““principle of the maximum,” as I like to call it. I have given a
sufficient exposition of the protectionist’s views. The conclu-
sion is obvious that for many fabrics, indeed, for most fabrics,
the law has given a considerable hidden, incidental protection
to their domestic manufacture. In covering adequately the most
disadvantageous conditions, the tariff overshot the necessities
in all other cases. And the proponents of compensatory duties
have not always been obdurate in denying this fact. The com-
mittee of manufacturers who in 1866 outlined a scheme of pro-
tective duties — the model of the Wool and Woolens act of
1867 — in which they proposed to place the cotton-warp worsted
fabrics of the period under the same duties as all-wool woolen
goods, frankly admitted that only two pounds of wool were re-

1 Data have been presented at various tariff hearings upon this point. Those for
two recent tariff revisions, 1897 and 19og, are reproduced in Bulletin, 1897, pp. 93—
05; and 1909, pp. 49—-53. For instance, on the latter occasion, M. T. Stevens &
Sons Company, of North Andover, Massachusetts, gave three examples in which

from 3.34 to 4.03 pounds of greasy wool were required to produce one pound of fin-
ished cloth.
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quired for the one class of goods, whereas four pounds were
needed for the other. ““A portion of the specific duties on worsteds
will, thercfore, be protective to the manufacture (of that article),”
the committec added.! Also, when the country was threatened
with a change to a free-wool basis, — a basis which of course
would remove the possibility of all compensatory duties, — the
concession was made that such rates ‘“contain an element of
safety.” This was said to be particularly true on the cheaper
grades of goods. ‘‘It is the pound duty, and not the low ad
valorem duty collected upon low values, which insures the do-
mestic market to this class of goods.” 2 And the petition to
Congress of the National Association of Wool Manufacturers
acknowledged that ‘‘the present specific duties, while compensa-
tory for the wool duty, contain also a measure of protection upon
various lines of goods.” ® Finally, if further evidence were nec-
essary, one might find it in the report of the Tariff Board on
Schedule K, rendered in 1911: “The compensatory duty is now
fixed at a point intended to be adequate to compensate the
manufacturer using nothing but foreign wool of 6624 per cent
shrinkage. Practically no wool of such heavy shrinkage is im-
ported under the present tariff rates. Consequently the specific
duty is more than compensatory for manufacturers using wools
of lighter shrinkage.” And this condition holds true ‘“to a much
greater extent in the case of fabrics made partly or wholly of
shoddy, wool waste, and cotton.” *

1 Statement of the Iixecutive Committee of the National Association of Wool Manu-
facturers to the Uniled States Revenue Commission, 1866, p. 20. This action was de-
fended on the ground of the worsted manufacture’s youth. One should add that
this action was not taken by the drafters of the Wool and Woolens act, a separate
paragraph and set of duties being provided for dress-goods, the only worsted fabric
produced at that time.

2 Bulletin, 1893, p. 288.

3 Bulletin, 1894, p. 33. See also Bullelin, 1894, p. 10; and Bulletin, 1909, p.
106: a Boston merchant is arguing against free wool and the elimination of the
weight duties, and urges manufacturers to ‘“take into account what they would
lose” in the abolition of the compensatory rates.

3 Report on Schedule K, p. 13.

Some of the discrepancies between actual fact and the four-to-one theory

may be seen in a tabulation published in the Textile World Record, January, 1909,
xxxvi, 448-449, shown on the following page.
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The action of the compensatory duties might have been made
less severe if somewhat greater allowance had been made for
the variation in qualities of wool products. Products of low
value are manufactured, by and large, from wools of low grade
or from mixtures of wool with cotton or shoddy. In either case
the compensation required would be below the four-to-one ratio.
In the case of admixtures of cotton or shoddy, the reason for
less compensation is obvious. In the case of lower-quality fiber,
the differentiation would flow from the relationship between
shrinkage and quality of wool. The more costly wools, such as
merino, contain for the most part a higher proportion of wool
grease, suint, and dirt than do the less valuable fleeces, such as
crossbreds. While a fine merino will shrink 50 to 75 per cent in
scouring, a quarter-blood will lose around 25 to 35 per cent. And
a crossbred staple will normally make a less expensive fabric
than merino. Accordingly, a progressive rate of compensation
upon the basis of value-group among wool products would have
given a more equitable system of duties, — at least, a system
which would burden the various qualities of products with more
equal rates in ad valorem terms.

While no thoroughgoing recognition was given this method
in actual practice, yet some concessions were made from time to
time to such considerations. Even the rates in the act of 1867
were not arranged strictly on the four-to-one principle. The rates
on dress-goods are a case in point. These fabrics, it will be re-
.called, were woven chiefly upon cotton warps during the sixties;
and to make allowance for this circumstance, the compensatory
duties were placed on a somewhat lower scale than a strict

Weight per  Amt. of grease Amt. of
10,000 yds. wool required shoddy used

Type of fabric (Ibs.) (Ibs.) (1bs.)
Worsted serge: 18.40z. peryd. . . . . . . . . 11,500 21,041
Cotton-warp dress-goods: 6.70z. . . . . . . . 4187 4515
Worsted dress-goods: 6.70z.. . . . . . . . . . 4187 0760
Worsted serge: 14.502. . . . . . . . . . . .. 00062 20,945
Cotton worsted: 140z. . . . . . . . . . . .. 8750 3125 A
Piece-dyed kersey: 250z. . . . . . . . . . .. 15,625 32,426 13,167
Cotton-warp beaver: 280z. . . . . . . . . . . 17,500 6023 22,123
Irish frieze: 340z. . . . . . . . . . . . ... 21,250 23,625 17,719
Wool cassimere: 1302. . . . . . . . . . . . . 8125 32,143

Wool dress-goods: 60z. . . . . . . .. ... 3750 14,823
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adherence to the accepted formula would have dictated.! Again,
for yarns, blankets, and flannels, a gradation of compensatory
duties was set up, a gradation which varied with the value of the
article. Furthermore, with each successive tariff law, some new
refinement of this sort was introduced, such as the separation of
tops from the other wool products or an addition to the number of
value-classes for a given manufacture. Thus, cloths in the acts
of 1897 and 19og were granted a compensatory rate varying in ac-
cordance with whether the fabric was worth less or more than
40 cents per pound. As early as 1883, the blanket paragraph
had acquired five divisions of the compensatory rate; and four
were retained in the act of 1922. And the dress-goods section
had by the time of the Dingley act taken on a complexity hardly
equaled in the entire tariff, outside of paragraphs based entirely
upon the specific form of duty.?

For the most part, however, such changes as these cannot be
taken as essential modifications of the original ratio. The re-
ductions in compensatory rate for goods of lesser values were
generally too slight to have any considerable effect on trade
movements. We may judge the revised system by its results;

1 The duty was levied (and incidentally has since then usually been levied) on a
square-yard basis: 6 cents per square yard if valued at not more than 20 cents per
square yard; and 8 cents if valued higher. (Such goods must not weigh more than
4 ounces per square yard. Should they do so, they were deemed of the nature of
‘“cloths” and dutied at the cloth rate, 5o cents per pound.) The two classes of
dress-goods were set up, and the rates graded, seemingly, on the theory that the
more expensive goods would contain either more wool or wool of a higher shrink-
age. A 3-ounce fabric would receive a compensatory duty of 32 cents per pound if
valued at not over 20 cents per square yard; and one of about 43 cents per pound
if it fell in the higher class. In such rates, obviously, there was a large opportunity
for incidental protection, if allowance be made for the weight of the cotton warp.

2 In the dress-goods paragraphs, and indeed in others, the specific portion of the
compound duty did not always vary with each value-class of product, but a differ-
ence in duty was secured by varying the ad valorem rate. Thus, in the cloth para-
graph (which is simpler than the one covering dress-goods), goods were divided
into three groups in the 1909 tariff act: at values of 4o cents, and at 70 cents; and
the duties were progressed as follows:

Cloths valued at not over 40 cents per pound: 33 cents a pound plus so per cent ad valorem.

Cloths valued above 40 but not over 70 cents per pound: 44 cents plus so per cent.
Cloths valued above 70 cents per pound: 44 cents plus 55 per cent.

This feature will be noted further in a later connection.
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and as a matter of experience, the cheaper forms of cloths, yarns,
or flannels counted for little in the general importations of wool
goods.! With respect to dress-goods the classifications seem
to have been of more real significance, especially the division
between all-wool and cotton-warp fabrics. Importations of dress-
goods were more widely distributed among the several classifica-
tions than in the case of other goods, and there was usually less
divergence among the ad valorem equivalents of the duties,
compound in nature, actually collected. The relatively high
ad valorem equivalents of duties charged upon lower valued
goods of other paragraphs will appear when the operation of the
combined compensatory and ‘“protective” rates is considered
below.

If the reductions of compensatory duties for goods of lower
value were nugatory, the duties for similar purpose upon fabrics
of the highest value groups remained in close proximity to the
four-to-one ratio. When in 1867 the duty on Class I wool worked
out at about 114 cents per pound, the compensatory duty was
so cents a pound for cloths. After a space of over forty years,
and when the duty on this class of wool was 11 cents a pound, the
rate of compensation for all cloths valued over 4o cents per
pound was 44 cents a pound, — still four times the duty on the
raw wool. For certain higher categories of blankets and for
dress-goods weighing over four ounces per square yard (which
came to be treated similarly with cloths), the same compensatory
duty was levied. This portion of the schedule resisted change.?
Perhaps it was this obstinacy that gained for Schedule K

1 As illustration, we may take the importation of cloths in the decade 1900-
1909. The average annual importations of these fabrics by value-classes were as

follows:

Cloths valued not over gocentsperpound . . . . . . . . . . . . . .. 35,000 lhs.
Cloths valued between goand 70cents . . . . . . . . . . . . . . ... 407,000 **
Cloths valued over 7ocents . . . . . . . . . . . . . . . . . . ... 3,060,000 **

The ad valorem, ‘“protective” rate levied upon wool manufactures generally —
additional to the specific rate — was usually less upon goods of low than upon
those of high value. At least it was never greater upon the former than upon
the latter. Accordingly the effective bar in the way of lower-quality importations
must have been the ‘‘compensatory’ duties.

2 The only real exception to this statement is the tariff of 1883. At that time,
according to the protectionists, the ‘“symmetry of the schedule was destroyed”
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the appellation of ‘“the backbone of protection.” Some rea-

sons for this rigidity will be found in later considerations of
the industry’s internal organization and the relation thereof to
tariff-making.

The final step in this story relates to the tariff of 1922. At
that time, in agreement with, if not in consequence of, the advice
of both the Tariff Board (19og-1911) and of the later Tariff
Commission, the duty on wool was no longer connected with the
fiber in its greasy state, but was levied upon the clean content.!
The rate was fixed at 31 cents per pound of clean content; and,
incidentally, this rate may be viewed as another application of
the principle of the maximum, applied to the raw-wool duty, to
be sure, but indirectly affecting the wool manufacture. This
rate was supposed to convey the same protection to wool on the
clean basis as had been extended by the Payne-Aldrich tariff of
1909 by its duty of 11 cents a pound upon greasy wool. If so,
wool shrinking 65 per cent must have been taken to secure the
clean-wool rate embraced in the 1922 tariff; and this shrinkage
is of course a high one. Moreover, in fixing upon this single
clean-wool rate, Congress was flying in the face of the Taritf
Commission’s wise recommendations. Early — in its Report on
the Wool-Growing Industry — it suggested that the duties, still
on the clean basis, should be graduated in accordance with the
quality of the wool, three steps for the three grades of fine,
medium, and coarse wool being proposed. Thereby somewhat
the same protection, in ad valorem terms, could have been be-
stowed on each grade of fiber. Later, in connection with the
actual formulation of the tariff, it presented several alternatives
for modifying or restricting the influence of the single rate, —
among them, a limitation on the height to which the specific
duty should rise in ad valorem terms. This last suggestion found
favor with the House of Representatives, — namely, that the
duty on clean wool given in terms of cents per pound should not

(Bulletin, 1885, p. 221), and for this reason: the duty on grease wool was placed at
10 cents per pound, while the highest compensatory duty even on cloths was only
35 cents — merely three and one-half times the rate on wool.

! Tariff Board’s Report on Schedule K, 1911, pp. 12, 392 ff.; Tariff Commission’s
Report on the Wool-Growing Industry, 1921, pp. 26, 27, 455 ff.
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exceed forty-five per cent ad valorem, — but this proviso was
dropped by the Senate. ‘

To continue: with this new type of clean-wool duty, com-
pensatory duties were perforce devised on a different basis.
Now the wastages between the scoured wool to the partially or
to the wholly manufactured articles must be employed to secure
the proper relationship to the clean-wool duty.! For guidance
in this matter, there existed the data brought out by the Tariff
Board in its Report on the woolen schedule. Consistently with
previous experience, however, the particular figures employed
by the protectionist framers of the new law to arrive at proper
compensatory duties were figures pertaining to the most dis-
advantageous conditions under which the manufacture might be
operating. The Tariff Board found that the wastages of raw
material in the several stages of worsted-cloth manufacture
(taking into account the normal relative values of recoverable
wastes) would average certain proportions: in the conversion of
scoured wool to tops, around 7% per cent; of tops to yarns, 4%
per cent; and of yarns to finished cloth, apparently around 12
per cent.? It pointed out, however, that there were cases in
which these losses would run as high as 10, 8, and 20 per
cent, respectively, —and Congress employed the latter figures!
Typical is the case of conversion from yarn to cloth. The losses
here are, of course, substantially greater in the manufacture of
woolen than in that of worsted fabrics, since in the former
branch finishing processes — napping, shearing, fulling, and the
like — play so much more of a part, and involve so much more
of a wastage. The following statement of the Tariff Board, then,

1 Scoured wool is in effect, of course, the clean content actually realized. While
the clean content is an estimate of the yield of usable fiber when the wool is still in
the greasy condition, scoured wool is the fleece after it has actually gone through
the cleansing process.

3 Report on Schedule K, pp. 621-626. The Board gave no average for the con-
version of yarns to cloth; but it does present the results in fifty-five cases of worsted
fabrics and in forty cases of woolen goods. These show average losses of approxi-
mately 10 and 15 per cent, respectively. To secure a single rough figure as a general
average for the industry, we may weight these two percentages according to the

relative importance of worsted and woolen cloth production in the United States
— and obtain a figure of approximately 12 per cent.
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may be readily appreciated: ‘If it is desired to compensate the
manufacturer of the heaviest shrinking woolen fabrics (italics
mine) . . . the compensatory duty must be as much as 20 per
cent of the compensatory duty on yarn higher than that duty.
On the other hand, there are certain fabrics for which a fair
compensatory duty would exceed the compensatory yarn duty
by less than 5 per cent.”’! Yet it was the higher figure that Con-
gress used, at least for the full and more important rate, — that
for cloths valued above 8o cents per pound. Wool from the
scoured condition could waste well over a third of its original
weight before it is finally consolidated into the finished fabric,
and the domestic user be amply compensated.? Again, it may
be noted that the rate of 45 cents per pound upon cloths in
the tariff of 1922 compares well with that of 44 cents a pound
in the act of 1gog. The change of method did not affect the
result!

However, one provision in connection with the act of 1922 does
mark a distinct step forward. Asregards the cloths of the highest
category, those valued at over 8o cents per pound, it is provided
that the compensatory duty should be paid, not upon the full
weight of the fabric, but “upon the wool content thereof.” This
decreases appreciably the amount of incidental, concealed pro-
tection that otherwise many producers of wool fabrics would
still secure even under the new arrangement of tariff rates. In
fact, with the new structure of wool and wool-fabric duties and
with this latter limiting clause, Schedule K (or under the new
tariff, Schedule 11) has lost no inconsiderable portion of its ex-
treme character. Concealed protection there still is, but in a
modified form and to a less extent.

Around thissystem of compensatory duties as here outlined has
waged a nearly continuous controversy, even within the ranks of
the wool manufacturers, which began almost withits very inaugu-
ration. Mr. George W. Bond makes the statement that ‘“ the law
of 1867 was imposed upon the wool manufacturers by the wool

1 Report on Schedule K, p. 625.

2 If the average wastage as reported by the Tariff Board had been used in fixing
the compensatory duties, a total loss of 22.3 per cent from scoured wool to cloth
would have been covered.
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growers;’’! and others have complained that this tariff was thrust
upon the country by certain special groups. Thus, Mr. H. N.
Slater of S. Slater & Sons Company asserted in 1878 that ‘“at that
time (1867) certain parties of great astuteness, representing the
worsted and carpet interests, conceived a scheme by which great
fortunes would be realized in those branches;” that the carded-
wool manufacturers were beguiled into accepting the plan; and
that the National Association of Wool Manufacturers, which
had supported the general scheme of the tariff, ‘““has been and is
managed in the interest of the very small minority above alluded
to.”” 2 And there is some evidence which bears out such conten-
tions. Even Mr. John L. Hayes, secretary of the National Asso-
ciation, declared in 1883 that after the enactment of the 1867
tariff ‘“nearly a half of the members of the National Association
withdrew from that organization.” 3 But on the whole the dis-
content seems to have been centered largely in the manufac-
turers of high-quality fabrics. Such is the testimony of Mr.
Hayes; and the leaders among the insurgents were men like
Mr. Slater, a broadcloth manufacturer, and Mr. Edward Harris,
an outstanding manufacturer of fine cassimeres.*

1 Report on Wool and Manufactures of Wool, 1887, p. Ix.

2 The Nation, 1878, p. 183.

See also writings of Mr. Edward Harris, e. g., The Tariff and How it Affects the
Woolen Cloth Manufacture (1871); Memorial to the Ways and Means Committee
(1872); Argument on the Foreign Wool Tariff before the Finance Committee of
the Senate (1871). In one place (Memorial, p. 22) he says: ‘“This tariff (of 1867)
was devised by carpet and blanket makers, who pretended to be ‘The National
Woollen Manufacturers’ Association,’” (sic) in combination with certain persons
who raised fine bucks and wished to sell them at high prices, and who acted in the
name of ‘The National Wool-Growers’ Association’ ... A greater farce was never
witnessed.” Mr. Harris writes always in a manner which would suggest some
special irritation on his part. I give his views not as undeniable, but as an extreme
statement of a position with which there seems to have been sympathy among an
appreciable body of wool manufacturers of that period.

3 Bulletin, 1883, p. 9.

4 Ibid., p. 9: The tariff of 1867 “gave great dissatisfaction to a very large class
of fine cloth manufacturers. Mr. Nelson Slater, the most eminent broadcloth man-
ufacturer in the country, Mr. Edward Harris, and the greater part of the Rhode
Island manufacturers violently opposed the tariff.” See also Tariff Hearings, 1889~
1890, pp. 326—327.

In 1870, thirty-three corporations and twelve individuals, including ‘“‘some of
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The contentions arose from certain difficulties in the operation
of the wool and compensatory duties already mentioned. These
duties impeded the importation of those high-shrinkage wools
which earlier had been largely used in the production of the finer
fabrics. These wools, drawn from South America and British
South Africa, had, according to Mr. Wright, previously been the
most prominent rivals of the American clip. ‘“Coming to market
in poor condition and shrinking heavily, they had low values and
(previously) entered under low rates of duty. Under the new
classification (that of 1867), such wools had to pay the same rates
of duty as others; while in actual effect the heavy weight duty
made the charge on these wools much higher relatively than on
those in better condition.” ! Indeed, the purpose of the wool-
growers in framing the tariff of 1867 in its particular form seems
to have been especially to exclude such fleeces.? If so, their
efforts surely were successful. Mr. Slater asserted that ‘“the im-
portation of Cape and South American wools, formerly largely
used, has been almost entirely suppressed, as the duty on them
ranges from 6o to go per cent. . . . About nine-tenths of the
clothing-wools imported for the American manufacture previous
to the tariff of 1867 have been shut out by its operation.” * Even
Secretary North of the National Association admitted that the
protectionist tariff entailed to domestic wool-users ‘‘a restricted
choice in their selection of material.” * Fine wool-cloth producers
would find possible employment for those short-stapled, foreign
wools of high shrinkage which, as noted above, formed an im-
portant group of material practically excluded by the specific
duties and for the use of which a compensatory duty on a four-

the best manufacturers in the United States” (according to their own opinion)
petitioned the Ways and Means Committee for as low a duty on fine wools as there
was in the act of 1867 upon carpet wools. They contended among other things that
the foreign market for high-shrinkage fine wools was particularly depressed because
of the impracticability of purchase by Americans; and that thereby foreign manu-
facturers were enabled the easier to override the duties on wool cloths (Bulletin,
1870, pp. 81-82).

! Wright, p. 217.

2 Bulletin, 1883, p. 96.

8 The Nalion, 1878, p. 183. See also North, Bulletin, 1893, p. 42.

4 Bulletin, 1894, p. 10.
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to-one basis was hardly adequate. Indeed, to equalize competi-
tion with fine worsteds produced from the lower-shrinkage wools,
any single compensatory duty based on a relation to grease-wool
duties would be inadequate. Such an arrangement inevitably
meant a lower ad valorem or relative duty for wools of
lower shrinkage. Nor should one in this connection neglect
the successful competition of the new worsted ““cloths’ in the
later decades. The relative decline in the woolen branch,
even though it was in reality a world-wide phenomenon and
only to a minor extent affected by the American tariff condi-
tions, may well have caused the dissatisfaction with the tariff
arrangements which became of particular intensity around
18go.!

The outward evidences of the discord in these later years began
perhaps with the agitation concerning the free-wool tariff bills,
the Morrison and Mills bills, introduced into Congress in 1886
and 1888, respectively. The center of disaffection was said to
be in Rhode Island. That area had figured in the earlier schism,
and indeed one personage who took part in both actions was Mr.
Rowland G. Hazard of Peacedale, a leading Rhode Island manu-
facturer of woolen goods. In the tariff hearings of 1889-189o0, a
petition signed by 530 men ‘‘ engaged in manufacturing or dealing
in wool and woolen goods’’ was presented asking for the removal
of all duties on wool. Among the petitioners were various leading
producers, notably, Mr. Hazard; Mr. Moses T. Stevens, de-
scribed as ‘‘the largest individual woolen manufacturer in the
United States;”’ the treasurer of the Middlesex Mills, Lowell;
the Atlantic Mills, Olneyville, Rhode Island; and the Worumbo
Manufacturing Company, of Lisbon Falls, Maine.? Since the
National Association continued its policy of support to the pre-

1 A critic of the compensatory system states: ‘“Three years after the passage of
the bill of 1867, it became apparent to manufacturers of fine cassimeres that under
the bill these goods could not be successfully manufactured and sold at a profit,
with the result that nearly all of the fine cassimere mills are now long out of ex-
istence” (Mr. Moir, Tariff Hearings, 1921, p. 2726). Undoubtedly, the fine cassi-
mere manufacturers were the producers most affected by the new duties; but this
is an overstatement of the case, especially in attributing so much effect to the
tariff.

* Tariff Hearings, 1889—1890, pp. 164-1606.
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viously existing system, many manufacturing concerns including
the Pacific Mills withdrew from that body.!

This crisis passed, however, and the agitation decreased, es-
pecially after the experience of the industry under the Democratic
tariff of 1894, — of which something will be said later. But the
problem persisted. After two decades of smoldering, the flame
broke out again in 19og. In that year the Carded Woolen Manu-
facturers Association was formed, composed chiefly of small-sized
woolen mills. Its strength has never been great, the National
Association now being able to maintain its ranks; but the new
organization has kept up a steady agitation against the specific
wool duty and the compensatory system of duties for wool manu-
factures. Itsindirect influence, if not that directly exerted by its
members, has been a force to be reckoned with in subsequent
tariff controversy.?

One further comment concerning the compensatory rates may
be made: that the duties of this sort, being specific, have a ten-
dency to vary in effectiveness. Provided general economic con-

1 Bulletin, 1890, pp. 357-358; Report of the Secretary.

Even Mr. William Whitman was infected by the spirit. In 1897 he was writing
to Mr. North: “You know very well that I have never favored such high rates of
duty (on wool) as are proposed. . . . Our industry will be seriously handicapped by
such high duties, and no compensatory duties will wholly compensate the manu-
facturer, no matter how large they may be” (Bulletin, 1909, p. 193). On the other
hand, the Bulletin, as official spokesman for the National Association, stated in 1914
that free wool was not asked for by any manufacturers; and that it was not advo-
cated by any persons who professed to speak for the manufacturers (Bulletin, 1914,
p. 2). The latter seems, however, to have been an exceptional statement. The
manufacturers have not infrequently shown a lukewarmness toward the wool
duties.

2 With respect to the charge that the National Association of Wool Manufac-
turers has been primarily an organization of worsted manufacturers for the pur-
pose of furthering their own ends to the possible neglect of, or even at the expense
of, the interests of woolen-cloth producers, the facts seem to show that there has
been a half-truth in this assertion. Apparently, worsted manufacturers have been
the strongest supporters and most active members of that organization; but it ap-
pears to be true also that at no time, save perhaps immediately after the tariff of
1867 was enacted, has the Association been without a considerable representa-
tion of important woolen men. According to an enumeration of 1919, the Associ-
ation represented about a third of the woolen cards and woolen spindles of the
country, and two-thirds to three-quarters of worsted machinery (Bulletin, 1919,

p. 133).
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ditions do not change, they tend to become steadily more onerous,
even if maintained at a constant level. As Mr. Underwood put
it, they ‘“have an automatic tendency to increase toward the
prohibitive points, entirely apart from the matter of design or
manipulation. When producing or manufacturing processes im-
prove and the cost of production grows less, the specific duty,
remaining the same, becomes in effect more protective and more
burdensome.! This action, of course, is slow in working itself out,
but undoubtedly has been of some moment in the past. But the
action of the general economic forces cannot be ignored. During
the earlier part of the period since 1867, changes in general eco-
nomic conditions went to intensify the operation of the special
factor just noted. Prices of wool goods tended to fall with the
general downward movement of prices from 1873 to the middle
nineties; 2 and correspondingly the real weight of the (relatively
constant) specific duties was enhanced. Of recent decades, how-
ever, the effect of the latter has been neutralized in an important
degree by a counter movement of prices. As prices rose, the
effectiveness of the specific duties obviously became less con-
siderable. What the net result of the two factors, price change
and improvement in methods of production, was in the years
1897-1914, cannot be estimated closely. Perhaps an estimate
of a minor movement in either direction, of increasing or de-
creasing the effect of the duties, would not be far out of the way.
In the period of the World War, the marked advance of prices,
of course, diminished the force of the specific duties appreciably.

The discussion heretofore has been primarily concerned with
the specific portion of the duties on wool manufactures. The ad
valorem rates now demand attention; and here the general
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