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had written contracts made after October 2, 1933, in
which the price of the coal was less than the minimum
price current as published under the Code of Fair Com-
petition for the Bituminous Coal Industry pursuant to
the National Industrial Recovery Act. Something be-
tween twenty-five and thirty per cent of the nut and
slack coal produced by the company was under such
contracts. These were contracts made after October 2,
1933, and prior to Mlay 27, 1935, with the exception of one
or two which may have been made afterwards. If wages
are not reduced and all the items of cost named in the
Act are considered by the Commission i fixing the
minimum prices required to be fixed under the Code,
and adding thereto a one and one-half per cent tax on
those accepting the Code, the prices fixed i these con-
tracts are less than the minimum prices thus arrived at.
All coal is contracted for before it is produced unless
it is impounded on a coal track. All our contracts for
the sale of coal are made before it is mined. The com-
pany employs around three hundred men, engaged ex-
clusively in the production of coal and who have noth-
ing to do with the selling end of the business.

Cross-examined by Mr. McFarland.

Prices have not been fixed for our coal, so far as I
know, and the taxes imposed by the Act have not been
actually assessed. We have received only one form
from the Commission. There has been no demand made
on the company. We did not accept the Code because
we think we are competent to run our own business.

Q. How could you be hurt if you joined the Code?

Judge Dawson: That is objected to.
The Court: That is for the court to decide. He

can state the facts.
Witness continuing: We would not be able

to pay the fifteen per cent taxes. We had a gain
in 1934 because business was better in 1934 than
before. The NRA Code was in effect during that
year and our company was a member of that Code.
I did not say that the minimum price under the
Code would be such that our company would have
to break its contracts. I don't know whether the
prices named in our contracts would be lower than
the minimum prices fixed or not.
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Secretary and Treasurer of the Mary Helen Coal

Corporation, which is a corporation organized under the
laws of the State of Virginia, operating a bituminous
coal mine in Harlan County, Kentucky, on property
which it holds under lease. The company pays a
royalty of thirteen cents per ton, with a minimum an-
nual royalty of $10,000. The landlord has a first lien
on all the properly of the lessee to secure him in the
payment of royalty. The company does not have the
power to mortgage its property without the consent of
the landlord. The avera-;e monthly sales . o. b. railroad
cars at the mine amount to about $50,000. The coal is
sold f. o. b. railroad ears on thirty and sixty days' time.
All the capital and surplus of the company is invested
in equipment, buildings and working capital. This in-
cludes improvements, working shafts that have been
driven into the bowels on the earth for the purpose of
extracting coal, etc. These working places in the mine
are of no value after the coal has been taken out. The
company is required to have on hand each month a
working capital of from $50,000 to $60,000. It has no
resources other than what it has invested in develop-
ment, equipment and working capital and bills receiv-
able for coal sold. About fourteen per cent of the coal
is sold to customers in Kentucky and the remainder to
customers outside of the State. Approximately three
hundred and fifty men are employed in the mine, all
of whom are engaged exclusively in the mining of coal.
The monthly pay roll runs from $35,000 to $45,000. The
company has some written contracts etered after Oc-
tober 2, 1933, and before May 27, 1935, in which the
price at which the coal is sold is less than the minimum
price current under the NIRA Code at the time the con-
tracts were made. These contracts were for delivery
after the expiration of the National Industrial Recovery
Act. The company also has some written contracts
made after May 27, 1935, and before August 30, 1935,
in which the price for the coal sold is less than the
minimum price fixed by the old NRA for current sales
as of May 27, 1935, and assuming that the minimum
prices required to be fixed under the Code are so fixed
as to take into consideration all the factors laid down
in the law, and that there are no wage reductions, these
contracts are at a less price than the minimum prices
thus arrived at. The average net profit realized by the
company on the gross sale price of the coal sold by it dur-
ing recent years is about four and one-half per cent
of such gross sale price f. o. b. railroad cars at the mine.
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I don't think the company could pay the tax imposed on
those who do not accept the Code and continue to oper-
ate. I don't know where the company could borrow the
money to pay the taxes if it should operate without ac-
cepting the Code.

Cross-examined by Mr. McFarland.

The minimum prices provided for in the Act have
not been fixed. I have not taken the formula for fixing
minimum prices set up in the Act and computed what
the prices under it must be. I have taken the old NRA
prices as the basis and our contracts are under those
prices; and assuming that the minimum prices fixed
under the Act are equal to these NRA prices, then our
contract prices referred to are below what these mini-
mum prices will be. That is the sole basis of my state-
ment. I don't know what the prices will be under the
new set up.

Redirect Examination.

I know what the coal was costing us when we made
these contracts and I know that we sold at below the
cost. In figuring the cost I figured the cost of labor,
the supplies necessary to be used in the mining of the
coal, the power we would have to use, the taxes which
we were subject to pay, the insurance, workmen's com-
pensation, royalties, depreciation as allowed by the
Internal Revenue Department, and all other items of
cost that I know of, including coal operators' associa-
tion dues, the reasonable cost of selling and the cost of
administration, and we sold the coal at a price below
the total of these costs, and these costs have not de-
creased. I did not take into consideration the one and
one-half per cent of the sale price which has been added
as an item of cost under the Act. The coal we sell under
cost is steam coal. The block coal is sold at a profit
and absorbs the loss on the steam coal, in most cases.
I don't know of any of our customers who would be
willing to release us from these contracts.

Further Cross-examination.

In computing cost of the coal covered by the con-
tracts referred to, I was considering only the cost at
our mine.
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I am President of the Gatliff Coal Company, a cor-

poration organized under the laws of the State of Ken-
tucky, and engaged in the mining of bituminous coal
from its mines located in Whitley County, lcntucky.
The company operates under a leasehold, with an an-
nual minimum royalty of $6,000. The lease is the stan-
dard iniillng lease in use i that section of the country,
and contains the usual forfeiture provisions, with a lien
retained in favor of the landlord to secure him in the
payment of his royalty. The company can not mortgage
its property without the consent of the landlord, and the
landlord may institute forfeiture proceedings if the
property is mortgaged without the consent of the laud-
lord or oes into bankruptcy. n 1934 the gross sales
of coal produced by the company amounted to $206,431,
and in 1935, up to this date, to $188,108.00. The gross
sales amount to between $22,000 and $23,000 a month. I
do not think that the average net earnings of bituminous
coal producers in the coal field in which the company's
mine is located would amount to as much as five per
cent of the gross sales at the mine. The capital and
surplus of the company is invested in its plant anid equip-
ment, with a working capital around $25,000 per month.
The coal is all sold f. o. b. cars at the mine on thirty and
sixty days' time. The company has no available re-
sources except its capital investment in the plant, devel-
opment work and working capital, except that the coim-
pany owns a one-half interest in fee in the leasehold.
The company could not operate and pay the tax of fifteen
per cent and would not attempt to do so. About one per
cent of the coal produced by the company is sold to
customers living in the State of Kentucky, and the re-
mainder to customers livillng in other States. The com-
pany has some written contracts for the sale of coal
made after October 2, 1933, and prior to May 27, 1935, at
prices below the minimum prices current as published
under the Code of Fair Competition for the Bituminous
Coal Industry pursuant to the National Industrial Re-
covery Act at the time the contracts were made, but 
would not say that these contracts cover a substantial
part of the production. I would say that the company
also has some contracts made after May 27, 1935, and
before the effective date of the Act onl August 30, 1935,
at prices below te minimum price current as published
under the Code of Fair Competition for the Bituminous
Coal Industry under the National Industrial Recovery
Act. I would also say that these contracts are for the
sale of coal at prices below the total costs figured as
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required by the Act in determining minimum prices to
be fixed under the Act. The company had no resources
enabling it to go out and borrow money to pay the fifteen
per cent tax on an operating statement showing that it
is sustaining a loss each month, and I don't think the
company would attempt to (do so.

Cross-examined.

In answering the questions asked me with reference
to written contracts alling for the sale of coal at less
than cost, mny answer was based on the cost of my own
company and not on the basis of cost of the average com-
pany in the district.

THOMAS E. MAHAN.
I am the attorney for the Gatliff Coal Company and

the igh Splint Coal Company, and handle their in-
come tax matters. While I do not keep the books of these
companies, I audit for both of them. I started with each
of these companies on January 1, 1919. Since 1932
there has been a loss sustained by the Gatliff Coal Com-
pany each year. The first nine months of 1935 the com-
pany sustained a loss of $16,428. The company has no
resources with which to pay the taxes imposed by the
Act except its earnings, working capital and plant and
a very small surplus of probably $25,000 or $30,000
which it uses as working capital. $25,000 or $30,000 a
month is a reasonable working capital for a mine of the
size of the Gatliff Coal Company. If the company had to
pay this tax of fifteen per cent, it would have no means
whatever of raising the money with which to pay it.
The company has to meet its pay roll each month before
it collects the money for the coal produced that month.
The gross sale price at the mine each month of the coal
produced by the company runs from $20,000 to $25,000.
Labor is paid twice a month.

I am also Vice-President of the High Splint Coal
Company and make the income tax returns for that
company. It operates on a leasehold and is a rather
large operation. The average sales of that company
f. o. b. railroad cars at the mine amount to about $50,000
per month. Above one per cent of this sold to customers
living in Kentucky and the remainder to customers
living outside of the State. The capital and surplus of
the company is invested in the development of the plant
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and equipment. The development work is of value
merely when the mine is a going concern. When the coal
is exhausted it is not worth anything. The driving of
entries, air-ways and shafts represent a very large part
of the investment. It has an incline three thousand
feet long in order to get to the coal upon the hill. The
company has ordinary standard lease in use in that part
of the country, with the usual forfeiture clauses. The
royalty is ten cents a ton, with an annual minimum roy-
altyv of $25,000. The landlord has a prior lien on every-
thing to secure him in his royalty. The company has no
right to mortgage the lease without the written consent
of the landlord. The penalty for disregard of this provis-
ion is forfeiture of the lease. This company sustained a
loss equal to five per cent of the gross sales in 1932; made
a profit of about five per cent of the gross sales in 1933;
about two per cent profit in 1934; and up until Septem-
ber of 1935 the company has sustained a loss of about
four per cent of the gross sales. The company could
not refuse to accept the Code and pay the fifteen per
cent tax without sustaining a loss practically equivalent
to the amount of the tax. The company could operate
and pay the tax only as long as it would take to con-
sume the surplus. The company works about three
hundred men. If the company undertook to borrow
the money with which to pay the tax, the operating
statement would show such a loss that it could not bor-
row on its own credit from any bank. The company
would have nothing with which to pay the money back
except through the sale of its property. The High Splint
Coal Company on August 30, 1935, when this Act became
operative, had in effect written contracts made after
October 2, 1933, and prior to May 27, 1935, at prices for
coal which were less than the minimum current prices
under the National Industrial Recovery Act in effect
at the time the contracts were made.

The Court; Do you accrue taxes?

A. Yes, sir; we checked them up.

The Court: State and County taxes and antici-
pated federal income taxes-you do that on the
monthly basis?

A. Yes, sir.
The company has written contracts made after May

27, 1935, and prior to August 30, 1935, at prices below
the minimum price current as published under the Code
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of Fair Competition for the Bituminous Coal Industry
by the NRA.

The Court: You don't accrue any taxes on this
until the last day of the month?

A. We set it aside at the beginning.

The Court: You wouldn't set it up as a reserve
until the close of the month?

A. No, sir.

Judge Dawson: Where would you get the
money to pay the tax?

A. We would make a book entry.

Cross-examined by MAr. McFarland.

Q. You would not set it aside?
A. We don't set aside the actual cash on any of

these items but that is a bookkeeping entry to show how
much money we are going to have to pay out and we
have to watch the bank account to see that we have the
money.

Q. If you have not the money now if you are making
a loss on your operations, where would you get it?

A. We have not run at a loss on our entire opera-
tions but we have on this one.

Q. You would make a bookkeeping entry of it?
A. Yes, sir; even if it were $1,000,000.
Q. Suppose you should charge this up to accrued

taxes would you still put that on your books?
A. Not unless we paid it out.
Q. On the final conclusion of this case you don't

know whether the Supreme Court will say you have to
pay this tax or not?

A. If we have to we will give the property in part
payment.

Thereupon the parties, by their counsel, filed their
written stipulation that the statements of D. B. Cornett,
C. V. Bennett, T. B. Whitfield, B. W. Whitfield, W. J.
Silvers, B. F. Reed, W. J. Cunningham, George Creech,
R. C. Tway, W. H. Barthold, A. K. Robinson, E. Guthrie
and Roy Carson, attached to said stipulation, might be
offered and read as evidence on behalf of the plaintiffs
with the same effect as if the witness were present in
court and testifying under oath, the defendant reserv-
ing the right to object to said testimony only on the
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ground of want of relevancy and materiality; and that
the statements of Frederick C. Trvon, Charles O'Neill,
H. L. Findlay, George W. Reed, Fred S. McConnell,
Philip Murray, F. IE. Berquist and Homer L. Morris, at-
tached to said stipulation, together with the charts and
tables referred to and identified in said statements,
might be offered and read as evidence on behalf of the
defendant with the same effect as if the said witnesses
were present in court and testifying under oath, the
plaintiffs reserving the right to object to said testimony
only for want of relevancy and materiality.

Said statements offered and read by the plaintiffs
as evidence in their behalf, in accordance with the terms
of said stipulation, are as follows:

D. B. CORNETT.
He is President of Cornett-Lewis Coal ompany,

which is a Kentuclky corporation with bituminous coal
mines in t-arlan County, Kentucky, operating upon a
leasehold at a royalty for one mine of ten cents a ton
and one of twelve and one-half cents, with a total mini-
mum of between twenty-five and thirty thousand dollars
per year. Entire capital and surplus are invested in
plant, equipment and necessary working capital.

Average gross sales f. o. b. railroad cars at mine per
month amount to approximately $55,000. Sales are made
on 30 and 60 days' time. Working capital absolutely
necessary to have on hand each month is approximately
$60,000. Profits per month in the operation of the plant
do not exceed on an average two per cent of gross sales.
If required to pay the fifteen per cent tax for failure to
accept the Code, it would be impossible to do so except
out of capital assets, invested as above stated, which
would necessarily mean the exhaustion of working cap-
ital within a very short time. To operate without ac-
cepting the Code would result in disastrous losses each
month, and the Company could not and would not under-
take to operate in the face of the certainty of sustain-
ing such losses, as operation would very soon lead to
exhaustion of the Company's resources and bankruptcy,
even if the Company could raise the money with which
to pay the taxes. The Company on its own credit, in the
face of such losses each month, could not borrow the
money with which to pay the tax.

The lease under which the Company operates re-
serves to the landlord a first lien on all the property of
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the Company on the leasehold, to secure the landlord in
the payment of his royalty, and requires the Company
to pay the landlord's taxes on the fee. The leasehold
and the lessee's property thereon can not be mortgaged
without the written consent of the landlord, and it is
provided in the lease that same may be forfeited at the
option of the landlord for non-paymenlt of royalty, for
permitting foreclosure proceedings, or upon the institu-
tion of receivership proceedings or bankruptcy pro-
ceedings.

At the time the Bituminous Coal Conservation Act
of 1935 became effective the Company had outstanding
bona fide written contracts for the sale of coal made
after October 2, 1933, and before May 27, 1935, at prices
below the minimum prices current as published under
the Code of Fair Competition for the Bituminous Coal
Industry pursuant to the National Industrial Recovery
Act at the time of making such contracts, and also bona
fide written contracts for the sale of coal made after
May 27, 1935, and prior to the date of the approval of
said Act at prices less than the mininmm prices for
current sale of coal, as published under the Code of
Fair Competition as at May 27, 1935. The prices fixed
in these contracts are also below what must necessarily
be the minimum prices required to be fixed under Section
4 of the Act, provided such minimum prices are fixed in
accordance with the formula set up in the Act, but of
course witness does not know what these prices will be.
All these contracts are for nut and slack coal. Other
coal produced by the mine is sold at prices to return a
profit, but the total net profit of operation each month,
taking into consideration both the coal sold at a profit
and that sold at a loss, does not exceed on an average
two per cent of the gross sale price f. o. b. railroad cars
at the mine. The contracts referred to arc being filled
according to their terms, and there is no reason to be-
lieve that if the Company should accept the Code the
holders of these contracts would release the Company
from obligation thereunder.

Operators in the Southern Appalachian Bituminous
Coal District, which includes Harlan County, do not
make as much as five per cent net profit upon the gross
sales of coal each month. All of the coal sold by Cornett-
Lewis Coal Company is sold f. o. b. railroad cars at the
mine, except a very small percentage consigned to pre-
pay stations. Approximately fifteen per cent of the
coal sold by the Company is to customers in Kentucky,
including coal sold and delivered to railroads in Ken-
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tucky for fuel purposes; the remainder of the production
is sold to customers in other States.

There are no such daily quotations on the sale price
of coal as obtain with reference to grain, cotton, cattle,
hogs, etc. There is no Coal Exchange whose quotations
control the daily price of coal. Each producer fixes his
own price from day to day on each transaction involving
a sale of coal.

The Company employs on an average about four hun-
dred men, all of whom are engaged exclusively in the
miing of coal and have no duties whatever to perform
with reference to the sale of coal. The Company employs
only about six men who have anything whatever to do
with the selling end of the business, these men being the
office force, whose duties in part consist in keeping the
books and records with reference to production, and in
part handling the books and records in connection with
sales.

If the Company should close down in order to avoid
payment of the tax, it would be at a heavy monthly ex-
pense. This expense would be around twenty cents per
ton on the capacity production of the mine, which would
amount to approximately $5,000 per monthly. Further-
more, if the Company should close down for any consid-
erable length of time it would lose its working organiza-
tion of minllers, its customers, and would subject itself to
liability for damage suits on account of breach of con-
tracts for the sale and delivery of coal.

C. V. BENNETT.
He is the President of Harlan-Central Coal Com-

pany, which is a Kentucky Corporation, operating a
bituminous coal mine in Harlan County, Kentucky. The
Company does not own the fee to the land under opera-
tion, but operates under a leasehold. The entire capital
and surplus of the Company are invested in its plant,
equipment and necessary working capital.

The average gross sales, f. o. b. railroad cars at the
mine, per month, amount to approximately $18,000,00.
Sales are made on thirty and sixty days time, working
capital absolutely necessary to have onI hand each month
is approximately $25,000.00; net profits per month on
the operation of the plant do not exceed 2% of the gross
sales price of coal sold. All of the coal sold by the
Harlan-Central Coal Company is sold f. o. b. railroad
cars at the mine approximately 4% thereof being sold
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to customers in Kentucky and the remainder to cus-
tomers in other states. The Company employs on an
average about one hundred fifty men, all of whom are
engaged exclusively in the mining of coal with no duties
whatever to perform with reference to the sale of coal.
The Company employs less than a half dozen men who
have anything to do with the sale of coal, these men
being the office force, whose duties in part consist in
keeping the books and records with reference to pro-
duction, and in part the books and records in connection
with sales.

If the Company should close down in order to avoid
payment of the tax it would be at a heavy monthly ex-
pense, amounting to about 20c per ton on the ca-
pacity production of the mine, which would amount to
approximately $2,000.00 per month. If the mine should
be closed down for any considerable length of time the
Company would lose its working force, as well as its
customers, and would subject itself to liability on suits
for damages for failure to fulfill its contracts. The
statement of D). B. Cornett, in all respects except as
herein modified, correctly states the situation of the
Harlan-Central Coal Company, and is adopted as a part
of this statement.

If the Company is required to pay the fifteen per
cent tax for failure to acept the Code, it would be im-
possible for it to do so except out of capital assets, in-
vested as above stated, which would necessarily mean
the exhaustion of working capital within a month or so.
Each month's operation would be at a disastrous loss,
and the Company could not and would not undertake
to operate in the face of the certainty of sustaining such
losses. The Company on its own credit, in the face of
such losses each month, could not borrow the money with
which to pay the taxes, even if it desired to operate.

T. B. WHITFIELD.
He is General Manager of the Clover Fork Coal

Company, which is a Kentucky corporation operating a
bituminous coal mine in Harlan County, Kentucky. The
Company owns the fee to the land from which it is ex-
tracting coal, and its entire capital and surplus are in-
vested in its plant, equipment and necessary working
capital.

The average gross sale f. o. b. railroad cars at the
mine per month amount to approximately $14,000. Sales



110

T. B. Whitfield
are made on thirty and sixty days' time, and the working
capital absolutely necessary o have on hand each month
to pay the cost of operation is approximately $25,000.
The net profits per month of the Coilpany do not exceed
four per cent of the gross sale price of the coal sold.
All the coal sold is sold f. o. b. railroad ars at the mine,
all of it being sold to customers outside of Kentucky
with the exception of about two per cent thereof.

The Company employs on an average about 125
men, all of whom are enagecl exclusively in te mining
of coal, with no duties whatever to perform with refer-
ence to the sale of coal. The Company employs less than
a half dozen mien who have anvthini' to do withl the sale
of coal, these men being the office force, whose duties in
part consist in keeping the books and records with ref-
erence to production, and in part in keeping the books
and records in connection with sales.

If the Company is required to pay the fifteen per
cent tax, it would sustain such a disastrous monthly loss
that its investment would soon be destroyed. It could
not and would not undertake to operate with the cr-
tainty of such a loss facing it. If it should attempt to
operate, it would have no10 money with which to pay the
tax and continue to meet its other monthly expenses,
and it could not on its own credit, in the face of such
losses each month, borrow the money with which to pay
the taxes and would not attempt to do so, as there would
be no way of repaying the money except through the
sale of capital assets.

If the Company should close down in order to avoid
payment of the tax, it would still be at a heavy monthly
expense of around twenty ents per ton on the capacity
production of the mine. In the agregate this would
amount to around $2,000 per month. Furthermore, to
close down for any considerable length of time would
result in the loss or disorganization of the working force,
loss of the Company's customers, and would subject
the Company to the danger of suits for breach of con-
tracts for the sale and delivery of coal.

All the statements contained in the evidence of ).
B. Cornett, except as here modified and except as to the
lease provisions therein referred to, are true as to
Clover Fork Coal Company, and are adopted as part of
this statement.
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B. W. WHITFIELD.
He is Vice-President of Hiarlan Collieries Company,

which is a Kentucky corporation, engaged in he mining
of bituminous coal from its mine i Harlan County, Ken-
tucky. The company owns its land i fee, and its entire
capital and surplus are invested in its plant, equipment
and necessary working capital

The average gross sales f. o. . railroad ars at the
mine per month moacunt to appr oximately 38,000.00.
Sales are made on thirty ad sixty days time, and the
working capital l)solutely nec Ussa iry to have o hand
each month to pay the 'ost of operation is approxi-
mately $45,000.00. The net profits per month of the
company do not exceed 5,/c of te ross sale price of the
coal sold. All the coal sold by 1the company is sold
f. o. . railroad cars at tlhe ine, approximately 2%
thereof being sold to customers in Kentucky and the
remainder to customers in other States.

The company employs on an verage about 300 men,
all of whom are engaged exclusively in the mining of
coal, with no duties whatever to pelolm with reference
to the sale of coal. The company employs less than half
a dozen men who have anltiing to (o witl the sale of
coal, these men being the offitee force, whose duties in
part consist in keeping the books and records with ref-
erence to production and in part in keeping the books
and records in connection with sales.

If the company is required to pay the 15% tax, it
would sustain such a disastrous monthly loss that its
investment would soon be destroyed. It could not and
would not undertake to operate with the certainty of
such a loss facing it. If it should attempt to operate,
it would have no money with which to pay the tax and
continue to meet its other monthly expenses, and it could
not on its own credit, in the face of such losses each
month, borrow the money with which to pay the tax.

If the company should close down in order to avoid
payment of the tax, it would still be at a heavy monthly
expense aoultilng to around 20ce perl ton on the ca-
pacity production of the mine. In the aregate, this
would amount to around $4,000.00 per monthly. further-
more, to close down for any considerable length of time
would result in the loss or disorganization of the work-
ing force, the loss of the ompany's customers, and
would subject the company to the danger of suits for
breach of contracts for the sale and delivery of coal.

All the statements contained in the evidence of D. B.
Cornett, except as herein modified and except as to the
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lease provisions therein referred to, are true as to the
Harlan Collieries Company and are adopted as a part
of this statement.

WAV. J. SILVERS.
He is President and General Manager of Green

Silvers Coal Corporation, which is a Kentucky corpora-
tioni, operating a bituminous coal mine in Harlan
County, Kentucly. The company does not own the
land from which it is exlracling coal, but operates upon
a leasehold. Its entire capital and surplus are invested
in its plant, equipment and necessary working capital.

The average floss ales . o. . railroad cars at the
mine per month amount to approximately $15,000.00.
Sales are nmade o thirty and sixty days time, and the
working capital absoluely necessary to have on hand
each month to pay the costs of production and other
necessary expenses is approximately $25,000.00. Profits
per month in lthe operation of the plant do not exceed
on an average of 2% of gross sales, and if the company
is required o pay tlhe 15% lax, it would sustain such
a disastrous monthly loss that its investment would
soon be destroyed. it could not and would not under-
take to operate with the certainty of such a loss. If it
should attempt to do so it would have no money with
which to pay the tax and on its own credit, in the face
of such losses each month could not borrow the money
with which to pay the tax.

All of the coal sold b the Green Silvers Coal Cor-
poration is sold . o. b. railroad cars at the mine, and
approximately 4 thereof is sold to customers in Ken-
tucky. The remainder of the production is sold to cus-
tomers in other States.

The company employs about 125 men, all of whom
are engaged exclusively in the mining of coal and have
no duties whatever to perform with reference to the
sale of coal. The company employs only three or four
men who have anything whatever to do with the selling
end of the business, these men being the office force whose
duties in part are keeping the books and records with
reference to the production and in part in keeping the
books and records i connection with sales.

If the company should close down in order to avoid
payment of the tax, it would still be at a heavy monthly
expense amounting to around 20c per ton on the capacity
production of the mine. In the aggregate this would
amount to approximately $2,000.00 per month. Further-
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more, to close down for any considerable length of time
would result in the loss or disorganization of the work-
ing force, the loss of the company's customers, and sub-
ject the company to the danger of suits for breach of
contracts for the sale and delivery of coal.

All of the statements contained i the evidence of
D. B. Cornett, except as herein modified, are true as
to the Green Silvers Coal Corporation and are adopted
as a part of this statement.

B. F. REED.
He is Vice-President of the Black Star and Pioneer

Coal Companies, which are D)elaware corporations, the
Black Star operating a bituminous coal mine in Harlan
County, Kentucky, and the Pioneer Coal Company op-
erating a coal mine in Bell Counlty, Kentucky. They
each operate under a leasehold, and lhe entire capital
and surplus of each company ae invested in the plant,
equipment and necessary- working capital.

The average gross sales f. o. b. rilroad cars at the
mine per month amount to approximately $65,000 for
the Black Star Coal Compainy ad $25,000 for the
Pioneer Coal Compalny. The net profits per month
realized on the operation of each of the plants do not
exceed two per cent of the gross sales of the coal sold
by each of them. All the coal sold by each of them is
f. o. b. railroad cars at the mine, approximately four
per cent thereof being sold to customers in Kentucky
and the remainder to customers in other States.

The Black Star Coal Company employs on an aver-
age about 40 men, and the Pioneer about 150 men, all
of whom are engaged exclusively in the mining' of coal,
with no duties whatever to perform ith reference to
the sale of coal. Each of the Companies employs less
than a half dozen men who have anything to do with
the sale of coal, these men being the office force, whose
duties in part consist in keeping the books and records
with reference to production, and in part in keeping
the books and records in connection with sales.

The sales are made oil thirty and sixty days' time,
and the working capital absolutely necessary to have on
hand each month is approximately $70,000 for the Black
Star Coal Company and $,000 for the Pioneer Coal
Company. If the Companies are required to pay the
fifteen per cent tax for failure to accept the Code, it
would be impossible to do so except out of capital assets,
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invested as above stated, which would necessarily mean
the exhaustion of working capital within a very short
time. Each mont]l 's operation of each of these Com-
panies would thus result in a disastrous loss, and the
Company would not and could not undertake to operate
in the face of the certainty of sustaining such monthly
losses, as operation under such conditions would soon
lead to bankruptcy. Neither of the Companies on its
own credit, in the face of such losses each month, could
borrow the money witl which to pay the taxes, even if
it desired to operate. Should the Companies close down
in order to avoid payment of the tax, it would be at a
heavy monthly expense to each of them. This expense
would be approximately twenty cents per ton on the
capacity production of each of the mines, and would
amount to about $8,000 per month for the Black Star
Coal Company and about $3,000 per month for the Pio-
neer Coal Companyv. In addition to these losses, if these
Companies should close down, they would each lose its
working organization of miners, its customers, and
would subject itself to liability for damage suits on ac-
count of the breach of contracts for the sale and delivery
of coal.

All the statements contained in the statement of D.
B. Cornett, except as here modified, apply to each of
the Companies herein dealt with, and are adopted as
a part of this statement.

W. J. CUNNINGHAM.
He is President of Crummies' Creek Coal Company,

a Kentucky corporation en'aogecl in operating a bitumi-
nous coal mine in Harlan County, Kentucky. The Com-
pany owns the fee to the laud under operation. The
entire capital and surplus of the Company are invested
in plant, equipment and necessary working capital.

Average gross sales f. o. b. railroad ears at the mine
per month amount to approximately $70,000. Profits
per month in the operation of the plant do not exceed
on an average five per cent of gross sales. If required
to pay the fifteen per cent tax for failure to accept the
Code, it would be impossible to do so except out of
capital assets, invested as stated above, which would
necessarily mean the exhaustion of working capital
within a very short time. Each month's operation would
be at a disastrous loss, and the Company could not and
would not undertake to operate in the face of the cer-
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tainty of sustaining such lo !,es, as operation under such
conditions would soon lead to blankruptey. The Com-
pany on its own credit, in te face of such losses each
month, could not borrow the money wvil i which to pay
the taxes, even if it desired to operate. All the coal
sold by the Company is f. o. b. railroad ears at the mine.
Approximately two per cent of production is sold to
customers in Kentucky, and the remainder to customers
in other States.

The Company employs on an average around four
hundred men, all of whom are engaged exclusively in
the mining of coal and have no duties whatever to per-
form with reference to the sale of oal. The Company
employs only about six men who have aything what-
ever to do with the selling end(l of tlie business, these
men being the office force, whose duties in part consist
in keeping the books and records with reference to the
production end of the business, and in part in keeping
the books and records in connection withl the sales end
of the business.

Should the Company close down i order to avoid
payment of the tax, it would be at a heavy monthly ex-
pense. This expense would be approximately twenty
cents per ton on the capacity production ofi the mine, and
would amount each month to between seven and eight
thousand dollars. In addition to this loss, if the Com-
pany should close down, it would lose its working or-
ganization of miners, its customers, and would subject
itself to liability for damage suits onl account of breach
of contracts for the sale and delivery of coal.

All the statements contained in the statement of D.
B. Cornett, except as here modified and except as to the
statements in the Cornett statement witlh reference to
leaseholds, apply to the Crummies Creek Coal Company,
and are adopted as a part of this statement.

GEORGE CREECH.
He is Assistant General MAanager of the Creech Coal

Company, which is an Arizona corporation with bitumi-
nous coal mines in Harlan County, Kentucky, operating
upon a leasehold at a royalty of ten cenls per ton, with a
minimum royalty of ten thousand dollars per year. The
entire capital and surplus of the Companl)ay are invested
in plant, equipment and necessary working capital.

Average gross sales f. o. b. railroad ears at the mines
per month amount to approximately $65,000. Sales are
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made on 30 and 60) days' tme. Working capital abso-
lutely necessary to have on hand each month is approxi-
mately i$70,060. Profits per month do not exceed an
average of two per cent of the gross sales. If required
to pay the fifteen per cent tax for failure to accept the
Code, it would be impossible to do so except out of
capital assets, invested as above stated, which would
necessarily mean the exhaustion of working capital
within a very short time, and in disastrous losses each
month, and the Coinayv could not ad(l would not under-
take to operate in the face of the certainty of sustaining
such losses, as operation under such conditions would
soon lead to thle banlruptey of thle ('iopany. The Com-
pany on its own credit, in the face of such losses each
month, could not borrow the money with which to pay
the tax.

Operators in the Southern Appalachian Bituminous
Coal District, which includes arlan County, do not
make as much as five per ent net profit upon the gross
sales of coal each month. All of the coal sold by the
Creech Coal Company is sold f. o. b. railroad cars at
the mines, except a very small percentage consigned
to prepay stations. Approximately, four per cent of the
coal sold by he Company is to customers in Kentucky,
and the remainder of the production is sold to cus-
tomers in other States.

The Company employs on an average about four
hundred men, all of whom are engaged exclusively in the
mining of coal, and have no duties whatever to perform
with reference to the sale of coal. The Company em-
ploys only about six men who have aything whatever
to do with the selling end of the business, these men
being the office force, whose duties in part consist in
keeping the books and records with reference to the pro-
duction of coal, and in part the books and records in
connection with sales.

If the Company should close down in order to avoid
payment of the tax, it would be at a heavy monthly ex-
pense. This expense would be around twenty cents per
ton on the capacity production of the mine, and would
amount to approximately $70,000 per month. In addi-
tion to this loss, to shut down for any considerable length
of time would result in the loss of its mine, in the loss of
its market and customers, and subject the Company to
the danger of damage suits for breach of contracts to
supply coal.

The statement of D. B. Cornett with reference to
the provisions of the lease under which his Company
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operates, and with reference to written contracts made
after October 2, 1933, and prior to t1te date of the ap-
proval of the Bituminous Coal Com:rlvation Act, at
prices less than the NRA Code prices prevailing at the
time such contracts were made, and a prices less than
the minimum price provided for i te Act, if such
minimum price is made according to the formula pro-
vided in the Act; and the statement of said Cornett, to
the effect that coal is not sold acordii% to any daily
quotation, but that each producer fixes is own price
from day to day on each sale made, are all applicable
to the Creech Coal Company, and are adopted as fully
as if copied herein.

R. C. TWAY.
He is President of R. C. Tway Coal Company, a Ken-

tucky corporation engaged in the mining of bituminous
coal from its mine in Hlarlan (ountly, I1entuckv. Its
entire capital and surplus are invested in its plant,
equipment, and necessary working capital.

Average gross sales f. o. . r a ilroad ears at the mine
per month amount to approxilmnatelV $44,000. Sales are
made on thirty and sixty days' time, and the working
capital absolutely necessa ry to have on haud each month
to pay the cost of operation is approximately $60,000.
The net profits per month of the Company do not exceed
five per cent of the gross sale price of the coal sold.
All the coal sold by the Company is sold f. o. b1). railroad
cars at the mine, and approximately wenty-five per cent
thereof is sold to customers in Kentucky and the re-
mainder to customers in other States.

The Company employs on an average about three
hundred men, all of whom are engaged exclusively in
the mining of coal, with no duties whatever to perform
in connection with the sale of coal. The Company em-
ploys only about six men who have anything to do with
the sale of coal, these being the office force, whose duties
in part consist in keeping the books and records with
reference to production and in part in keeping the books
and records in connection with sales.

If the Company is required to pay the fifteen per
cent tax, it would sustain such a disastrous loss monthly
that its investment would soon be destroyed. It could
not and would not undertake to operate with the cer-
tainty of such a loss facing it. If it should attempt to
do so it would have no available funds with which to
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pay the tax for any consi(I rable period of time and
continue to meet its other monthly expenses, and it
could not on its own credit, in the face of such losses
each month, borrow the money with which to pay the
tax and it would not attempt to do so, as the money thus
borrowed could be repaid only through the sale of
the assets.

If the Company should close down, in order to avoid
payment of the tax, it would still be at a heavy monthly
expCenseC in upkeel)p, and in the protection of the mine,
amounting to around .i$6,0(0 per month. Furthermore,
to close down for any considerable length of time would
result in the loss ad disorga'ization of the working
force, the loss of the Company's customers, and would
subject the Company to the danger of suits for breach
of contracts for the sale and delivery of coal.

All the statements contained in the evidence of I). B.
Cornett, except as herein modified, are true as to R. C.
Tway Coal Company, and are adopted as a part of this
statement.

W. II. BARTHOLD.

He is President of Kentucky King Coal Company,
which is a Kentucky corporation operating a bituminous
coal mine in Harlan County, Kentucky, under a lease,
and its entire capital and surplus are invested in its
plant, equipment and necessary working capital.

The fair market value f. o. f. railoard cars at the
mine per month of thie coal produced by that Company
is $7,000, the Company and its affiliated companies using
most of the coal thus produced. The Company could not
operate and pay the ilfteen per ent tax, as to do so
would result in a disastrous monthly loss and its invest-
ment would soon be destroyed. It could not and would
not undertake to operate with the certainty of such a
loss facing it. It would have no money with which to pay
the tax and continue to meet its other monthly expenses,
and it could not on its own credit, in the face of such
losses each month, borrow the money with which to pay
the tax.

If the Company should close down in order to avoid
payment of the tax, it would still be at a heavy monthly
expense, aounting to about twenty cents per ton on
the capacity production of the mine. In the aggregate
this would amount to around $2,000 per month. Fur-
thermore, to close down for any considerable length of
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time would result in disorganization of the working
force, which is a valuable asset of any mine.

A. K. OBINSON.
He is President of P V & K Coal Company, which is

a Delaware corporation operating a bituminous coal
mine in Harlan County, Kentueky, under a leasehold.
All of its capital and surplus are invested in its plant,
equipment and necessary working capital.

The average gross sales . o. . railroad ars at the
mine per month amount to approximately $b10,000. Sales
are made on thirty and sixty das' time, and the work-
ing capital absolutely ncessary to have on hand each
month to pay the cost of operations is approximately
$18,000. The net profits per month of the Company do
not exceed two per cent of the gross sale price of the
coal sold. All the coal soldl Jy he Coiompany is sold f.
o. b. railroad cars at the mine, approximately two per
cent thereof being sold o customers in Kentucky and
the remainder to customers i other States.

All the Company's employees, with the exception of
three or four office men, are engaged exclusively in the
mining of coal, with no duties whatever to perform with
reference to the sale of coal. The duties of the office
men in part consist in keeping the books and records
with reference to produeltion, nd i part in keeping the
books and records in connection with sales.

If the Company is required to pay the fifteen per
cent tax it would sustain such a disastrous monthly loss
that its investment would soon be destroyed. It could
not and would not undertake to operate with the cer-
tainty of such a loss facing it. If it should attempt to
operate it would have ino money with which to pay the
taxes and continue to meet its other monthly expenses,
and it could not onl its own credit, in the face of such loss
each month, borrow the money with which to pay the
tax and it would not attempt to do so, because it would
be faced with a certainty of its inability to repay the
loan except by a sale of its property.

If the Company should close down, in order to avoid
payment of the taxes, it would still be at a heavy
monthly expense, amounting, to around $2,000 per
month. Furthermore, to close down for any consider-
able length of time would result in the loss or disorgani-
zation of the working force, the loss of the Company's
customers, and would subject the Company to the dan-
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ger of suits for breach of contracts for the sale and de-
livery of coal.

All the statements contained in the evidence of D. B.
Cornett, except as herein modified, are true as to the
P V & K Coal Company, and are adopted as a part of
this statement.

E. GUTHRIE.
He is President of Hlarlan Fuel Company, a Ken-

tucky corporation operating a bituminous coal mine in
Hlarlan (Counltv, lKealtu(kv, under a leasehold. Its entire
capital and surplhis are invested in its plant, equipment
and necessary working capital.

The average ross sales f. o. b. railroad cars at the
mine per month amount to apl)roximately $54,000. Sales
are made on thirty and sixty days' time, and the work-
ing capital absolutely necessary to have on hand each
month to pay the cost of operation is approximately
$60,000. The net profits per month of the Company do
not exceed four per cent of the gross sale price of the
coal sold. All coal sold is sold f. o. b. railroad cars at
the mine, all of it being sold to customers outside of
Kentucky with the exception of about two per cent
thereof.

The Comnpany emplo s about three hundred and fifty
men, who are eotla aied exclusively i the mining of coal,
with no duties whatever to pertfor m with reference to the
sale of coal. The Company employs less than a half
dozen men who have anything to do with the sale of
coal, these men being the office force, whose duties in
part consist in keeping the books and records with ref-
erence to the production of coal and in part in keeping
the books and records in connection with the sale of
coal.

If the Company is required to pay the fifteen per
cent tax, it would sustain such a disastrous monthly loss
that its investment would soon be destroyed. It could
not and would not undertake to operate with the cer-
tainty of such a loss facing it. Even if it should at-
tempt so to do, its working capital would be so ex-
hausted in two or three months by the payment of the
tax that it would have no money with which to pay its
operating expenses, and it could not on its own credit,
in the face of such losses each month, borrow the money
with which to pay the taxes and it would not attempt to
do so, as there would he no way of repaying the money
except through the sales of capital assets.
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If the Company should close clown, in order to avoid

payment of the tax, it would still be at a heavy monthly
expense in the upkeep of its mine and in the payment
of necessary recurring expenses, of approximately $5,000
per month. IFurthermore, to close down for any con-
siderable length of time would result in the loss and
disorganization of its working force, loss of the Com-
pany's customers, and would subject the Company to
the danger of suits for breach of contracts for the sale
and delivery of coal.

All the statements contained in lhe evidence of D.
B. Cornett filed herein, except as here modified, are
true as to the Harlan Fuel Company, and are adopted
as a part of this statement.

ROY CARSON.
He is Traffic Manager of Appalachian Coals, Incor-

poratecl, which is a selling agency for about seventy-
five per cent of the high volatile bituminous coal pro-
duced in southern West Virginia, Eastern Kentucky,
Eastern Tennessee and Soniliwestern Virginia. He has
been connected with the bituminous coal industry since
1919, and has made a study of the various problems
implicit in that industry, including the production and
distribution of coal.

According to the figures of the United States Geo-
logical Survey, the total coal reserves of the United
States, including all kinds and grades, is approximately
3,535 billion tons. Of this amount 1,200 billion tons
may be classed as sub-bituminous coal, which, on the
whole, is inferior to bituminous coal; 1440 billion tons
is bituminous coal, as that erm is generally understood.
In 1929 there were produced in the United States ap-
proximately 530 million tons of bituminous coal. The
production of bituminous coal since 1929 as been much
below this figure, but taking the production of bitumi-
nous coal for the year 1929 as an average, it would take
over 2800 years to exhaust the available supply of bitu-
minous coal in the United States.

Thereupon the defendant, expressly waiving any ob-
jection to the statements of the foregoing thirteen wit-
nesses on account of the fact that the witnesses did not
appear and testify under oath in open court, filed his
written objection to each of said statements other
than that of Roy Carson as irrelevant and immaterial,
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and particularly to the statements of said witnesses "in
so far as they attempt to show: (a) the conditions under
which the respective plaintiffs will be required to oper-
ate under the said Act, either as members or non-mem-
bers of the Code; (b) that the respective plaintiffs will
not be able to operate under said Act and pay the re-
quired tax; () that the respective plaintiffs will be re-
quired to defend damage suits for breach of contract as
the result of the operation of said Act; and in so far as
said statements attempt to show any hardship upon the
respective plaintiffs by reason of the provisions of the
Act, and in so far as said statements express the opin-
ions and conclusions of the respective witnesses, for the
reason that said avowals in said statements are im-
material and irrelevant and can have no effect upon the
constitutional questions here involved;" and also move
the Court to strike the statements of said witnesses with
respect to the matters enumerated in said objection.
The court overruled the objection to the statement of
said witnesses and the motion to strike same. The Court
on its own motion strikes the statement of Roy Carson
as irrelevant andl I mle iirial, the statement being allowed
to remain in tle reord as the avowal of the plain-
tiffs as to the evidence of the witness, Roy Carson. The
defendant excepted to the ruling of the Court overruling
his objection to the statement of said witnesses other
than Roy Carson, and in overruling his motion to strike
same; and the plaintiffs excepted the ruling of the Court
in striking the sialcnl(!nt of Roy Carson.

Thereupon the defendant tendered and offered to
read the statements of Frederick C. Tryon, Charles
O'Neill, H. L. Findlay, George W. Reed, Fred S. Mc-
Connell, Philip Murray, F. 1. Berquist and Homer L.
Morris, attached to and referred to in said stipulation,
and also offered as evidence the charts and tables referred
to and identified in said statements; and the plaintiffs,
expressly waiving any objection on account of the fact
that said witnesses dlid not appear and testify under
oath in open court, filed their written objection and ex-
ception to the entire statement of each of the witnesses
above namnied, because said statements in their entirety
are irrelevant and immaterial, expressly objecting and
excepting to said statements "in so far as they attempt
to detail the economic situation in the Bituminous Coal
Industry, and in so far as they attempt to deal with the
relation of the production of coal to interstate com-
merce, and in so far as they attempt to deal with the
necessity of the regulation by Congress of the bitumi-
nous coal industry, and in so far as they express the
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opinions and conclusions of the respective witnesses,
for the reason that said statements are immaterial and
irrelevant and can have no effect upon the constitutional
questions here involved"; and move the court to strike
the statement of each of said witnesses as evidence.
The Court sustained said objection to said statements in
their entirety and the motion to strike same, but per-
mitted same to remain in the record as the avowal of
the defendant as to the evidence of each of said wit-
nesses.

Said statements are as follows:

The testimony of FREDERICK C. TRYON with the
exhibits referred to therein and admitted in evidence
under the stipulation is as follows:

I am employed by the United States Government in
the Economics Branch of the United States Bureau of
Mines, assigned to duty in the Coal Division of that
Branch, my title being Principal Economist. I have
been a student of the coal industry since 1917. My train-
ing is that of a Mineral Economist, with supplementary
studies of economic geology. My training was acquired
at the University of Minnesota and at Johns Hopkins
University.

I studied geology merely to get a background for
the pursuit of inquiries in mineral economics, and to
gain some knowledge of reserve conditions I followed
geology long enough to earn a very poor living as an
oil company geologist, and to pass the assistant geologist
examination of the United States Geological Survey, and
be appointed. I was immediately assigned to work in
the economic and statistical inquiry branches, and have
been so engaged ever since. I have done no work of
a technical character for the United States Government,
either as a geologist or as an engineer, although I have
been in contact with technical men.

In the narrow field of economic and statistical ap-
proach I have had unusual opportunity to study the fuel
industry of the United States, and of the world; rather
I should say the coal industry of the United States
and of the world.

I was assigned as junior assistant to the Committee
on Coal Production of the Council of National Defense
in 1917. Likewise, I was detailed to assist the statistician
of the Geological Survey in charge of coal and coke,
he later becoming Director of the Division of Statistics
of the United States Fuel Administration.
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I was drawn into the arny, and posted at the War

Department, with instructions to watch fuel as a limiting
factor in the conduct of the war, and was in frequent
contact with the United States Fuel Administration at
that time, learning much of its problems without in
any sense being responsible for its success. I was sent
overseas, to General IHeadq(uarters, for a time, and then
was detailed to the economic section of the American
Peace Commission at PI'aris, and put to work studying
the coal industry of the central powers with reference
to the reparations section of the Treaty of Versailles.
I was for a tine Sec(etary of the American Section of
the Raw Materials Division of the Supreme Economic
Council.

Returning to the United States I was appointed in
the Statistical UITnit of te United States Geological
Survey, dealing with coal and coke, and shortly there-
after placed in charge of that unit, and have been asso-
ciated with that work since, including the period since
1925 when it was transferred to the United States Bureau
of Mines.

During that time I have been on leave of absence
a number of times. I was sent abroad as a delegate to
the World Power Conference at London in 1925, and had
occasion to spend some months studying the coal in-
dustry of England, on the ground. I have also had
opportunities to study the coal industry in Nova Scotia,
Australia, and to go underground in all these countries.
I was on leave of absence at the Brookings Institution,
on one or two tours of duty, and took part in the prep-
aration of their study on Amnerica 's capacity to produce,
writing the mining section of that report.

I was detailed for some months to the President's
Committee on Recent Social Trends, and wrote the
mining chapters of that report.

I was attached to the President's Committee on Fuel
Coal Distribution, set up by President Harding, during
the 1922 strike of miners, and took some part in the
efforts to control distribution of coal at that time. I
was statistical adviser to the United States Coal Com-
mission of 1922-23, and edited its report.

I have had occasion to write a large number of re-
ports on the statistical economic trend of the coal indus-
try for the Itrited States Bureau of Mines and the
Geological Survey.

I wrote and edited the volume called "What The
Coal Commission Found," and another volume on
"Mineral Economics" published by the Brookings In-
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stitution. And I believe I have lectured on mineral
economics at the University of Pennsylvania graduate
school and the Robert Brookigs gradtule school.

My approach has been througlho t from the stand-
point of a statistician and on economics. think I may
fairly say that I have tried to make it an impartial
approach. I do not own any coal company securities,
and have declined any offers of employment by coal
companies or coal associations.

I did not happen to be connected with the National
Recovery Administration, and I have no connection with
the present National Bituminous Coal commission.

The Bureau of Mines, of course, hias primary respon-
sibilities in the field of accident prevenion, promotion
of health of miners, and in technological studies, in the
attempt to reduce mine accidents and improve mine tech-
nology. Those I know nothing about. It likewise has
an economics branch, which collects and publishes pri-
mary statistics of the supply and demand of mineral
commodities.

I work in the Coal Economics Division of that branch.
Its function is to try to watch the flow of coal, the pro-
duction, the consumption, the stocks, distribution, price
movements. I do that currently on a scale sufficiently
detailed, and at a rate sufficiently rapid to be of some
service to buyers and sellers.

The unit also watches long-timne trends of the indus-
try insofar as they are recorded in the production, the
operation of mines, and the mechanical equipment of
mines. Also, the volume of employment and working
time.

The entire work of the Bureau, of this branch of it
in particular, is based on voluntary cooperation, and
we cannot wisely or effectively go into controversial
points, such as costs of production, investments, profits,
or wage rates.

The data I have been asked to prepare and present
on this occasion, that deal with the subjects of costs,
investments, or wage rates, are therefore necessarily
drawn from other sources, but which I believe to be
reliable.

Any opinions or expressions of judgment which I
may give herein represent my personal views only and
do not represent the position of the Bureau of Mines
nor of any other members of the staff. Indeed, I have
not discussed the issues raised by this case with other
officials of the Bureau, and I do not know what their
views may be.
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I shall refer herein from ime to time to certain charts

and tables which were prepared either by me or under
my supervision. These charts and tables are attached
hereto and for convenience I shall designate them as
follows:

Chart No. 1 entitled "Bituminous coal produc-
tion, realization, and mine capacity in the United
States, 1899-1934."

Statement No. I-A. attached to the foreooino ex-
hibit and entitled "Bituminous coal production, re-
alization, and mine capacity in the United States,
1899-1934."

Chart No. 2 entitled " Trends of employment,
working time, wage rates, and labor productivity,
1899-1934."

Statement No. 2-A attached to the foregoing
chart and entitled "Trends of employment, work-
ing time, wage rates, and(l labor productivity, 1899-
1934."

Chart No. 3 entitled "verage spot prices of
bitumninous coal, 191 3-1931, by months."

Statement No. 3-A attached to the foregoing
chart and entitle( "verage spot prices of bitu-
minous coal, 1.913-1931, by months."

Chart No. 4 entitled "Net income or deficit of
the bituminous coal industry, prior to deductions
for tax, for specified years, 917-1934."

Statement No. 4-A attached to the foregoing
chart and entitled " Net income or deficit of the bitu-
minous coal industry prior to deductions for tax,
for specified years, 1917-1934, according to Treasury
Department date."

The reason that bituminous coal is important in the
economic life of the country is, of course, perfectly
simple. American economic life has become completely
dependent on energy, and bituminous coal is the prin-
cipal source of energy. National consumption of en-
ergy has grown by leaps and bounds so that during
the last 25 years we have con sumed more fuel and more
power than in all the previous history of the country,
back to the days of earliest colonization.

There is no need, of course, to enumerate the ways
in which heat and power have woven themselves into
American economic life. Industrial uses and heat are
quite as important as the keeping of buildings warm;
and as for power, it has had an immense development.
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The dentist uses it in his little drill, and the street
laborer uses it in his pneumatic punch.

Nowhere in the world is this dependence on power
and heat as great as it is in the United States. Accord-
ino to studies by Professor T. T. Reecd of Columbia Uni-
versity, more than 97 per cent of the total output of work
in the United States is now derived from mechanical
power, and human power makes up less than 3 per cent.

The per capita use of mechanical power is far
greater in the United States than in any other country.
It is 1.6 times as great as in England, 2/, times as great
as in (erlmany. It is eleven times as great as Japan and
150 times as (great as in a country like (China. American
life is becoinig' absolutely dependent upon a continuous
flow of energy. Without it we would not only freeze but
starve. All but a small part of this flow of energy comes
from fuel, and the largest part from bituminous coal.
Electricity, of course, is merely a convenient way of
applying energy. It is not the primary source of energy.
The electric enerator has to be driven either by fuel
or falling water.

Last year, 1934, our computations of the source of
the total energy supply of the nited States gave the
following results: Water power supplied 9.3 per cent
of the national energy supply. Natural gas supplied 8.7
per cent; and oil, including that part which is used in
driving automobiles and which included imported oil,
supplied 28 per cent. Coal of all kinds supplied 54 per
cent. Of that 54 percent, 7.7 per cent came from
anthracite, and 46.3 per cent came from bituminous coal.
Bituminous coal is, therefore, the largest single source
of the eneroy budget of the United States.

The share contributed by coal to the total energy
supply has been declining, and the share of oil and
natural gas and water power has been increasing, as
everyone knows. While some of this increase in supply
of oil is a direct displacement of coal, the important bulk
of it goes into motor fuel to drive automobiles, where
coal is hardly supposed to compete, or in other uses
where coal can hardly compete.

If one considers the familiar uses of coal in the gen-
eration of steam and heat, hle finds that coal still domi-
nates. Our computations indicate that in 1929 bitumi-
nous coal supplied 75 per cent of all the primary energy
used in manufacturing industries. That does not include
purchased electricity produced, of course, in central elec-
tric stations. Bitunminous coal supplied, in 1934, 76 per
cent of all the fuel used by the public utilities, that is
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the steam electric plants producing power for public use.
Bituminous coal supplied, in 1933, 83.6 per cent of all the
the energy used by the railroads for locomotive power.

The potentialities of water power are limited. Mr.
Charles P. Steinmetz calculated before his death that
if every rain drop falling on the United States should be
transformed into power it would not supply the amount
of energy already derived from coal.

I would state that in my own opinion water power
can never furnish more than a minor fraction of the
energy requirements of the United States. The supplies
of oil and gas are also clearly limited. It is probable
that for the next few years there will be further increases
in the use of liquid fuel, but geologists are generally
agreed that present supplies cannot be maintained for
more than a few decades.

An inventory by the UTnited States Geological Survey
estimates the reserves of recoverable oil in known fields
of the United States at 13,360,000,000 barrels. If those
were drawn on steadily at the 1933 rate of production, it
would last not quite 15 years, assuming, that is, that no
new fields were discovered, and that it were possible to
recover all the oil in that time. Practically, it would be
impossible to produce the full amount of these estimated
reserves in even 25 years, because, as a field gets older,
the amount of oil which can be taken out in the course of
a year declines, and it is well recognized that new fields
will be discovered, and that improvements in the tech-
nology will increase recoveries beyond limits now prac-
tical, but the prospects of further discovery do not ob-
scure the facts, as the Geological Survey reports: "Pe-
troleum reserves are irreplaceable, and each year's pro-
duction brings the nation nearer to an inadequate supply
and ultimate exhaustion." Geologists Arnold and Kem-
nitzer, who are petroleum geologists of outstanding rep-
utation, reviewing the natural resources, make the fol-
lowing estimate as of January 1, 1929, before the East
Texas field was discovered but making allowance for
future discoveries: "The resources of natural crude oil
in the United States are estimated to have been on Jan-
uary 1, 1929, a little more than 50 per cent developed, but
less than 30 per cent exhausted. At the rate wells were
then being drilled, average full development would be
reached in 30 years at the end of which time would
begin a long period of post-development production last-
ing 113 years, to practical exhaustion." (Petroleum in
the United States and Possessions, 1931," pp. 51, 52).

It is a reasonable interpretation of Arnold and Kern-
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nitzer's position that they attach no exact value to these
figures of the number of years that the supply would
last. The point that is important to bear in mind is that
the supply is limited, that these geologists in particular,
and the UTnited States Geological Survey, old that the
total production will necessarily decline after a few de-
cades. As petroleum diminishes in supply, or increases in
cost, the burden of meeting; the national requirements for
energy will naturally be transferred more and more to
coal. Methods are already in commercial use in Europe
for the conversion of coal into motor fuel, and at much
higher prices than prevail in the United States, but there
is no question that if and when a shortage of petroleum
forces a reat advance in the price of crude oil and re-
fined products in the United States, the necessary motor
fuel and lubricant can be made from bituminous coal.
This will throw, before many decades, a greatly increased
burden upon our coal supplies. The increased demand
will fall upon bituminous coal. The reserves of Penn-
sylvania anthracite are already 29 per cent exhausted,
and there is no prospect that anthracite production can
increase materially over the past maximum attained
during the war ears. The soft coal mines, therefore,
must continue to be our chief source of the flow of en-
ergy that is necessary to American industrial life.

Technical efficiency, insofar as it can be measured
in terms of statistical performance, is high in the bitu-
minous coal industry of the United States, if not the
highest in the world The resources of bituminous coal
are abundant, and they are favorable to low-cost min-
ing. I have made measurements of the average thick-
ness of bed, the average dip of the seam, the depth of
coverage, and other physical factors in the mines of the
United States as compared with those of foreign coun-
tries, particularly of Great Britain. If necessary, this
evidence could be presented, but I imagine there would
be no dispute among practical coal men that mining
condition are exceptionally favorable in this country.
The beds are relatively thick. They lie close to the sur-
face in many places. They outcrop on almost every hill-
side, in portions of the Appalachian field. They are
exceptionally free, in comparison with European condi-
tions, from faults or from igneous dikes, such, as occur
in parts of Great Britain. They are flat-lying. The
roofs, on the whole, are favorable to the application of
machinery. On almost all physical factors, the natural
conditions in coal deposits in the IJUnited States are
among the most favorable in the world.
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As further proof of the technical efficiency of the

United States, from statistical sources we have computed
the average output per man per day underground in the
American bituminous mines and in those of Europe and
of other countries. The output per man per day here
is about three times that of Germany, and nearly four
times that of England. It is six times that of Belgium
or Japan. The data, in terms of metric tons per man
per day, are: For the United States bituminous mines,
4.9 tons per man; for Great Britain, .3 tons per man
per day; for the Ruhr district of (Germany, 1.6 tons per
manl per day; for France, 1 ton per manl per day; for
Belgium, 1.8.

Furthermore, the efficiency of the American industry
has been increasing. The test of efficiency is the growth
of the average output per man per day over a period of
years. In 1890, according to the records of the Geologi-
cal Survey, and of the Bureau of Mines, the tonnage per
worker was 2.56 tons, and in 1932 this had increased to
5.22 tons. In other words, the output per man per day
has more than doubled in the period since 1890, and the
advance has been especially rapid in the last few years.
The record is shown in the lower curve on Chart No. 2.
The chart begins in 1899, and extends to 134. This
is the record of the gradual increase in the output per
worker. The apparent decline in 1933 is partly a statisti-
cal fraction, and partly due to some shortening of hours
and dinminishing of overtime, as an effect of the N. R. A.
program. These figures are in terms of net tons per man
per day, whereas the ones I cited in making comparison
with foreign countries were in metric tons per man,
underground.

I do not see any physical obstacle in either the
natural resources or the present physical and mechanical
equipment of the mines, or any lack of managerial or
engineering skill which would prevent the industry from
providing a reasonable reward to the capital and labor
engaged in it. As far as those factors are concerned, I
see no reason why this industry cannot be among the
most prosperous of American businesses, yielding gen-
erous wages to employees and reasonable profits and
reasonable rewards to management. The difficulties lie
in the economic organization of this industry and of the
competing industries producing other fuels.

The present difficulties of the bituminous coal mining
industry are not wholly new; as far back as the statisti-
cal record can be pushed, there was a marked surplus of
the mine capacity. This surplus of capacity came about
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from many causes. The resources were widespread.
They had passed into the ownership of hundreds of
thousands of farmers, and their farms, in turn, had been
sold to a large number of land-holding companies. The
owners desired to realize on their investments, in the
only way they could put it to use, and that tended to
open more mines than were needed. The pressure of
taxes and carrying charges on these land-holdingos led
to opening still more mines. Once the mines opened, the
pressum'e of overhead, the tax burden, and other factors
drove the operator to produce all that he ould possibly
sell.

Shifts in market demand occurred, throwing tonnage
from one district to another district. The change from
beehive to by-product coking caused a transfer of the
heavy load of business from some of the northern fields
formerly producing a beehive coke to the southern fields,
in a position to supply coal for by-product coke in
markets where by-product ovens were established. The
expansion of the railroad net alone led to the opening of
many new fields, and consequently of new mines. The
freight-rate and wage-raie structures were, on the whole,
so adjusted as to encourage development of the outlying
districts. Finally, large-scale suspensions in the organ-
ized fields tended to cause consumers of coal, during the
period of the suspensions, to seek sources of supply else-
where, and were a factor in the development of addi-
tional capacity. All of these factors combined create the
surplus of mine capacity. The statistical record of ca-
pacity is shown in chart No. 1.

At the top of the chart is given the full-time capacity
at 308 working days a year, and below it is shown
also the capacity assuming 280 days, a more conserva-
tive figure, which was suggested some years ago b the
coal department of the American Institute of Mining
and Metallurgical Engineers.

Both these records of capacity are calculated from
the reports supplied by mine operators to the Bureau of
Mines, or, in earlier years, the Geological Survey. They
show what the mines could produce if they worked
a specified number of full-time days, 308 days, with the
same equipment and the same labor force, and at the
same rate of production that they actually obtained on
the days that they were operating In the calculation of
the national total capacity, each mine 'Is weighted in
accordance with its tonnage and its importance.

Turning to the figure of full-time capacity at 308
days, it is important to bear in mind that coal mines
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actually do try to operate 303 days a year, or they did,
before the coming of the N. R. A. code. There is possibly
some limitation as a result of the code.

The daily car loading records, kept over many years,
show that in the typical districts coal would be leaving
the mines-some mines, at least-on every one of 308
calendar days in the working year. In some districts
the working year is a bit longer, and in other districts
a bit shorter than 308 days, on account of variations in
observance of holidays, but the national average is very
close to 308 days. There are quite a number of mines
that succeed in operating 308 days a year. Many of them
are captive mines. There are numerous instances where
a mine has produced 308 days without a breakdown or
without loss of time.

However, it is clear that all mines cannot manage to
avoid mechanical breakdowns during the course of the
year, and that some allowance has to be made for the
possibility of falls of roof, accidents, failure of power
supply, or some other mechanical difficulty that will
shut down the mines. To test this point, I have made
a study of the operating performance of 2,000 mines over
a period of five years, and it shows flihat on the average
the typical mine will lose about nine days out of the
year through failures of a mechanical character of one
kind or another. 308 days less nine days in 299 days.
On 299 days of the year the mines were there in this
period, physically able to produce, and seeking a market.

Even in the pre-war days, the soft coal mines of the
country never approached 299 days a year. The actual
average for the years 1890 down to 1914, was 213 days a
year, so that out of this physically available 299 days
they lost, on an average, 86 days.

Of this 86 days average, an idleness of 34 days has
to be set down as more or less unavoidable on account
of the seasonal character of demand. Consumers require
more coal in winter than they do in summer. In the
middle west the January peak may be twice as high as
their off-season trough. Obviously, until consumers
change their buying habits, the industry has to maintain
a capacity sufficient to take care of this peak.

Over the country as a whole our studies indicate that
the seasonal pattern of demand involves an average loss
of 34 days a year, which cannot well be avoided unless
consumers are induced to change their buying habits.
But the fact that there are 34 days of seasonal idleness
that cannot be avoided does not make the loss of time
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any less serious to the worker or to the owner of the
mine.

The miner has to feed himself on the 34 days when
the consumer is out of the market, and the operator has
to continue to pay fixed charges and overhead. The
operator is therefore under continuous pressure to try
to sell that coal on the days when the market is dull, and
the surplus continues to hang over the market. That is
why coal prices usually fall off during the summer
months.

This one fact, that the bituminous coal industry has
to maintain a productive capacity sufficient to take care
of the seasonal peak, is one of the great causes of the
intense competition in the industry. In the pre-war days
the industry never approached even the limitations that
would be permitted by the seasonal pattern capacity.

If you take nine days away from the 308 days time,
and get 299 days potential working time that is physi-
cally available, and then subtract from that 34 days for
seasonal loss, there remains 265 days in the year, where,
if capacity were nicely and accurately balanced with
demand, the mines would be able to work, but they have
never succeeded in attaining the 265 days.

During the pre-war days, in addition to the seasonal
idleness, there was an average loss of 52 days a year,
which has to be set down to simple excess of capacity
beyond even the maximum seasonal need. Some of this
time might be taken out in a car shortage or a labor
dispute, but even if there had been no artificial inter-
ruption, like a car shortage or a labor dispute, the mines
would have continued to be idle through lack of demand.
The capacity was developed, even then, not only beyond
average requirements, but beyond peak seasonal re-
quirements.

As the chart shows, capacity continued to grow
throughout the pre-war period. It grew, in fact, slightly
faster than demand. The total capacity, on the full-
time basis, has increased from 152,000,000 ton in 1890
to 279,000,000 tons in 1900, and 668,000,000 tons in the
year 1914. The trend, in average working time of the
mines, is shown in the lower portion of Chart No. 2.

The surplus of capacity which I have described, and
which very clearly existed in the pre-war years, had the
effect of forcing intense competition among coal opera-
tors. It was relieved only occasionally by car shortage
or a strike. Competition made it difficult for operators
to maintain reasonable labor standards. Whether the
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standards were reasonable or not did depend on whether
you think the record, in itself, reasonable; but there can
be no doubt about the difficulty experienced by employers
in maintaining such standards as then existed.

During this period it was possible to get jobs in the
mines, and the rates of wages were sufficient to cause
men to enter employment, because you will note from
Chart No. 2 how the number of workers increases. There
was a rapid increase in the number of men working in
the mines, but the employment was intermittent and the
average man, between the years 1890 and 1914, was
offered about 217 days during the year. Accident rates
in the mines were high, as they still are. The use of
rock dust to control explosions was not then known, or
at least not practiced, and hardly a year passed without
a horrible disaster.

The trend of the daily wage rates in the years before
the war is indicated in Chart No. 2. I have selected for
plotting in this chart the union day wage scale for inside
labor, the occupation of trackman, which is one of the
skilled occupations, in the State of Illinois. In the year
1900, the day wage rate was $2.28, and it increased
slowly, with one recession, from 1904 to 1906, to $2.85
a day before the World War.

In the year 1913 the rate in effect for inside skilled
labor was $2.85 in this state. The mines of the State
operated 189 days in that year. One can get a rough
indication of the earnings of an average day man by
multiplying the daily rate by the average number of
days worked by the mines. The answer is $540 for the
year's work, and that in a year when business in the coal
industry, on the whole, was quite as good as normal.
The increase in the day wage rate from 1900 to 1914
amounted to 57 cents.

In this pre-war period there were strikes of labor,
or labor disputes, as indicated by the statistical record
maintained by the Geological Survey at that time. I
ought to explain the basis of that record. Every opera-
tor was asked, in his annual report, were there any
strikes at the mine during the year? If so, how many
men were on strike, and how many days did the strike
last, exclusive of Sundays and Holidays?

The operator's reply is obviously an ex parte state-
ment, in the sense that it came from one party to an
industrial dispute, and could not be submitted to the
other for verification. It is clear also that an operator
might report as a strike a labor dispute that was really
a lockout, and in later years I have followed the practice
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of indicating that these records represent losses of time
on account of all labor disputes, not merely strikes, but
lockouts and suspensions. "Suspension" is the term
used in the industry for a stoppage of work at the expira-
tion of a wage contract between employers and em-
ployees, when the two parties were unable to agree on
the terms of renewal of that contract.

During these pre-war years labor relations in the in-
dustry were unstable, as is indicated b the statistical
record. Aside front petty strikes involving a single
mine, there were a number of major suspensions, which
shut down several fields in several States at one time,
and there were a number of strikes in districts arising'
over the attempt of the union to organize the non-union
fields.

With reference to suspensions, the employers and the
employees in the organized districts had adopted a sys-
tem of two-year wage contracts, which expired in the
even years. It proved very difficult to negotiate the
renewal of those contracts, largely because of the com-
petitive piessuie of one field against another field, and
particularly because of the competition of the non-union
districts against the union districts.

The lower part of (Chart No. 2 shows, in this black
segment, the amount of the working year, for the coun-
try as a whole, which was idle on account of strikes,
lockouts, and suspensions. You will note that the inci-
dence of labor disputes falls, with curious regularity, in
even years, and that in the years between the negotiation
of the wage contracts, when the contracts were in force,
there was comparatively little of interruption due to
labor disputes. That runs from 1899 to the last year of
record, which is 1933. It is an annual average for all
mines in the country. Naturally, in the districts that
were directly affected by the labor dispute, the time lost
on account of the dispute would be much greater than
the national average shows.

During the odd years, the loss on account of labor
disputes was relatively small, because most of the loss
of time arose in the suspensions accompanying the termi-
nation of the wage agreements.

The suspension of 1906 was one of the greatest dis-
putes in the history of the American bituminous indus-
try. In that year 211,394 men were technically out on
strike, or some other labor dispute, and almost all of
these were known to have been involved in the reat sus-
pension which began on April 1. This suspension
affected mines in 10 states. In the State of Pennsyl-
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vania there were 59,593 men out during the year 1906,
for an average of 66 working days. In Ohio there were
37,636 men out for 71 days. In Michigan there were
3,340 men out for 88 days. In Indiana there were 15,875
men out for 63 days. In Illinois there were 49,792 men
out for 58 days. In Iowa there were 7,969 men out for 28
days. In Missouri there were 6,212 men out for 78 days.
In Kansas there were 11,827 men out for 59 days. In
Oklahoma there were 7,372 men out for 72 days. In
Arkansas, a small coal producing state, there were 3,828
men out for 76 days.

In this suspension of 1906, most of the men that I
have enumerated went out simultaneously, so that the
suspension was in effect, not necessarily continuously
over the entire period, but it was in effect simultaneously
in 10 States.

In 1908 there occurred another suspension, which
again affected several States. In the central competi-
tive field, which included western Pennsylvania, Ohio,
Indiana in round numbers, there were involved 132,000
men, and it affected, again, a number of States.

The year 109 was a year of peace. When the wage
agreement expired in March, 1910, there occurred an-
other large suspension, in which 12 States were affected.
In these 12 States there were, in round numbers, 211,000
men involved in labor disputes that year, and the dura-
tion of these disputes ranged all the way from an average
of 45 days working time in Pennsylvania to 157 days in
Missouri.

There were lesser suspensions in 1912 and in 1914.
The statistics which have been cited relate to what the
industry terms "suspensions" rather than strikes. The
wage contract had expired and the parties were unable
to agree on the terms of renewal at some time during
this period. The statistical record shows a different
type of dispute occurring in connection with attempts to
organize the non-union fields. These strikes for recog-
nition, instead of affecting a number of States simul-
taneously, generally affected one field at a time.

In 1902 the record shows such a strike, or group of
strikes, in southern West Virginia. In that year 18,129
men were reported by the operators as being on strike
for an average of 75 days. In Alabama two strikes of
local importance occurred, and 6,059 men were out for
an average of 23 days.

In 1903 there was again a strike in Alabama, in-
volving 7,319 men for 32 days.
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The other significant strikes of this type, involving

an effort to organize a non-union area during this
period, included a dispute in Colorado from 1903 to 1904,
and a dispute i Alabama i 1904.

In 1912 and 1913 there occurred a strike for recog-
nition of the union in the Paint Creek and Cabin Creek
districts of the Kanawha Valley of West Virginia, which
was accompanied by bloodshed and declaration of mar-
tial law, and led to an investigation by the United States
Senate. The strike in Colorado in 1913 was accompanied
by calling out the militia, and by the so-called Ludlow
Massacre, leading to the intervention of Federal troops,
and another Congressional investigation.

The war resulted in a shortage of coal, and a marked
increase in price. The average price f.o.b. mines rose
from $1.30 a ton in Angust of 1916, to $4.18 a ton in
February of 1917. These data are shown in Chart No. 3.

Spot price represents sales on the open or free
market, as opposed to sales under contract. At any one
time a large fraction of the output of coal will be moving
on contract, the proportion of spot and of contract vary-
ing from field to field and from time to time. It is com-
monly said in the industry that approximately 25 per
cent of the tonnage moves on the spot market and ap-
proximately 75 per cent on the contract market.

These figures are based upon trade journal quota-
tions, taken from the best and most useful of the trade
journals, including the Coal Age and the Black Diamond.
It is necessary to rely upon trade journal quotations for
the measurement of spot price fluctuations because it is
very difficult to obtain information of an adequate char-
acter in any other way. The trade journal correspondent
visits both the buyer and the seller in the field and
matches up what the buyer tells him about the price he
is paying and what the seller tells him as to the price
offered. On the whole, spot price quotations from trade
journals tend to be slightly above the market, if any-
thing, in periods of depression because of the reluctance
of the reporting operator individually to disclose the
full extent to which prices have been reduced.

Spot prices tend to rise very much above contract
prices at times of acute shortage. They tend to fall
samewhat below contract prices during periods of dull
market. The operators average realization for the year
would, of course, be a composite of his spot business and
his contract business. The average realization or aver-
age value per ton f.o.b. mine is shown in Chart No. 1,
and in the accompanying table No, 1-A.
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The primary cause of he so-called coal shortage

during the war period was congestion of raivlway trans-
portation. At no time during the war was there any
lack of physical mine capacity. And only for a brief
period in the fall of 1917 did labor disputes exercise a
serious restraining influence on the national output of
coal.

Coal mines are dependent upon continuous flow of
cars for f.o.b. at mine in order that the operator can
ship his product. Even at the present time, when motor-
truck traffic has largely increased, only about 4.6 per
cent of the total output of coal is handled in trucks, and
that part which is sold commercially moves almost en-
tirely in railroad cars.

During the war a number of factors combined to
create a congestion of transportation and to prevent the
railroads from delivering what cars the mines needed to
fill their orders.

In part, the breakdown of railroad transport was due
to increased volume of business pouring into the United
States from the war orders of the allies. War orders
dealt largely in heavy industry products, involving a
large consumption of coal, and there was an increase
from 500,000,000 tons demand in 1916 to 550,000,000 tons
demand in 1917, and to an all-time peak of 579,000,000
tons in 1918.

In other words, the increase in coal production threw
an increased burden on the railroads. At the same time
other commodities were flowin in increasing volume,
and the traffic congestion was especially severe in North-
eastern United States, where the munitions contracts
and heavy coal-consumin- industries were located.

At the same time the price had increased in the way
indicated in the spot price diagram. This led to the
opening of more than 1,000 new mines. In the year 1916
there were 5,726 commercial bituminous coal mines in
operation, not including the country coal banks. In 1917
the number had jumped to 6,979. The increase in the
number of mines added to the burden on the railroads,
because it was necessary to place cars at a large number
of points of origin.

During the war the control by the Federal Govern-
ment of distribution of coal became imperative. I was
attached to the Committee on Coal Production, Council
of National Defense, which attempted to handle the
problem during the early months of the War. And later
I was detailed to assist the statistician in charge of coal
in the United States Geological Survey, and who was at
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the same time functioning as Chief Statistician of the
Fuel Administration.

The Committee on Coal Production did what it could
to take care of urgent needs by granting priorities, cer-
tain coal which was available to those who had the most
urgent need for it. They attempted to control prices by
voluntary areement of producers with the Secretary of
the Interior.

But the levels at which prices could be fixed by vol-
untary agreement proved unsatisfactory to the consum-
ing interests, and consumers induced the Congress of
the United States to include in the Lever Act a provision
authorizing the President to fix prices for coal f.o.b.
mines, and to control distribution.

The President set the prices August 23, 1917. The
Fuel Administration assumed office September 1, 1917.
The program ultimately adopted by the Fuel Adminis-
tration was primarily one of saving coal transportation,
thereby making it possible for the railroads to handle the
increased demands of consumers for coal, and at the
same time to handle the other burdens of traffic arising
out of the War.

The steps taken were briefly as follows: As the
problem was one of cutting down the number of car
miles to be handled by the railroads as far as possible,
the country was divided into thirteen consuming zones.
The coal fields were divided into 27 produeingo districts.
A budget was set up allotting to each district certain ton-
nages to move to each consuming area.

The general technique of those zones lay in warping
toward the East as far as possible the supply of coal
arising from the western fields, and making available for
the eastern markets the coals that were produced in the
East.

Certain eastern coals were zoned out of the Middle
Western markets in order to cut down the length of haul
and increase the turning point of cars and releasing the
railroads, and thereby increasing the total volume of
coal traffic that could be handled.

Exceptional ases requiring special coals were taken
care of by a permanent system, so that a by-product
coke plant in Illinois might receive Pocahontas coal
when other consumers, who did not require it in Illinois
and could get along with the local coals mined in Illi-
nois and Indiana, were not permitted to have a special
permit.

The net result of this regulation of the distribution
of coal was to make it possible for the railroads to handle
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the war traffic. The total output of bituminous coal rose
to 12,000,000 tons or more a week during the middle of
1918. The national output for the year was the highest
on record, a record never equaled since, and on the day
of the Armistice consumers had been supplied with
stocks of 63,000,000 tons of coal, which was twice any
preceding known stock, and quite sufficient to carry them
through a war of indefinite duration.

A disperity is noted on Chart No. between the upper
line representing capacity and the lower black line repre-
senting production during the period from 1919 to 1923.
An explanation of this is that the capacity increased far
ill excess of any increase in requirements, because in the
period of sortage it drove prices to heights and made
coal mining a highly profitable business during two
distinct periods. That led to the opening of more thou-
sands of coal mines, and to an extension of those mines
which were in operation. The increase in capacity was
a reflection of the very great increase in price. The
average value per ton rose to approximately $3).75 during
the ear 1920 because of the runaway market which
occurred that year. The price was again high in the year
1920 in connection with the great strike and the further
difficulties at that time. It was this increase in price
which led to the opening of thousands of new mines, and
to an extension of capacity in mines already in operation,
and which brought about an inflation of the total mining
capacity as of the year 1923 to 970,000,000 tons as
against a demand in that same year that would represent
560,000,000 tons, as I recall the figures.

There was an acute shortage of coal in the years 1919
and 1920. This shortage began with the strike effective
November 1, 1919. Other factors continued to make the
market disturbed and the shortage persisted until the
late fall of 1920 and early part of 1921.

The Federal Government took action in connection
with that shortage. When the strike broke in Novem-
ber, 1919, the Government restored the regulations of
the United States Fuel Administration under the Lever
Act, and put into effect the schedule of prices which
had been fixed during the War, delegated to a central
coal committee, and in the face of the breakdown of the
railroads, it forced the Fuel Administrator to distribute
coal, and he took possession of what coal was on wheels
and proceeded to distribute it, to distribute a limited
supply to the consumers who were most in need.

At the peak there were 415,000 men on strike, involv-
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ing 22 states. The strike lasted approximately 6 weeks,
being settled on December 16th.

In the week before the strike, consumers had been
purchasing 13,300,000 tons of coal, in a last-minute effort
to build up their reserves. In the first week of the strike,
the output was 3,600,000 tons, and it rose slightly there-
after. But at no time during the strike did it exceed
approximately 5,000,000 tons a week, an amount which
was entirely insufficient to meet the current consumption
of the country.

The consumer was protected as far as price was con-
cerned by the reinstatement of the wartime Fuel Admin-
istration prices. But many consumers found it difficult
to get coal. Toward the end of the strike industrial
plants along the Atlantic Seaboard began to shut down
and schools in New York and elsewhere were closed, and
the settlement of the strike became absolutely necessary.

The shortage lasted from the beginning of the strike
to the end of the year 1920, in all some 15 or 16 months.
After the strike had been settled but before consumers
had succeeded in rebuilding their customary stocks of
coal, another cause of shortage appeared.

That was an outlaw strike of railway switchmen,
which began April 1, 1920. This strike largely congested
the terminals of the principal coal-carrying railroads,
and coal delivering railroads, in the area north of the
Ohio and Pontominac Rivers, the great industrial center of
the United States. That led to an acute shortage of
cars at the mine, which lasted in its sharpest form for
two or three months.

At the same time there was a period of another cause
of shortage. The British Government had found it neces-
sary to place a limitation on customary exports from the
United Kingdom. As Great Britain was the chief sup-
plier of the world's export trade, this action had the
effect of creating an extremely active demand for the ex-
port of American coal.

These three factors acted in combination. Their
result was to drive up spot prices of coal to an average
for the United States at the peak of $9.51 a ton. The
average, however, concealed the fact that along the
Eastern Seaboard, where the shortage was greatest and
the demand was most important, sales of $20 were re-
ported. The average spot price of Pocahontas coal, ac-
cording to trade journals in the month of August, was
$12.90. The average price of Somerset mine-run coal was
$11.97.
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I should like to add in the interest of clarity and jus-

tice to coal operators, that these prices were not obtained
by all shippers, and that the average sales realization for
the ear, contract and spot business, for the country as
a whole, was $3.75. It was a very handsome sales realiza-
tion, but it was obviously much less than the average
spot price sales for the year.

There was a coal shortage during the years 1922 and
19)23. The cause of that sortage was a great strike-or
it should properly be called suspension-affecting all the
union mines and the non-union mines in a number of
districts, in the bituminous coal fields, and a simultaneous
suspension affecting the anthracite mines. In this strike
460,000 bituminous miners went out, and 73 per cent of
the productive capacity of the bituminous coal fields were
shut down. At the same time 142,000 anthracite miners
went out. The strike began on April 1, 1922, and lasted
officially in all districts until August 16th, when there
was signed the wage agreement at Cleveland. There-
after other districts accepted the agreement, and most of
the mines were back at work in September.

I should add that the effects of this strike were accent-
uated by a simultaneous walk-out of the railway shop-
men. The shopmen's strike began on July 1, 19()22, and
had the effect of creating a further shortage of cars in
the non-union fields and a slowing up of the movement
of coal out of the southern districts, over the great south-
ern railroads. The two forces combined to produce a
shortage in that year, and resulted in an average spot
price f. o. b. mines, at the peak, of approximately $6
a ton.

The effects of this shortage on consumers were
enormous. It had the effect frequently of compelling the
consumer to accept dirty coal, impure coal, which he
found it rather difficult to use. It had the effect of com-
pelling him to accept coal from unaccustomed sources
of supply, coal which was not always suitable to his
requirements. There were enormous engine failures on
railroads as a result of inferior coal which they were
compelled to utilize at that time. Consumers had to
put in heavy stocks of coal in anticipation of shortage,
becase a probable strike was known for some weeks in
advance. Stocks at the beginning of the strike of 1922
were approximately 60,000,000 tons, which is perhaps
30,000,000 tons above what it might have been had there
been no strike in sight at the time. The principal cause
of complaint by the consumer was, of course, the increase
in price.
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As of the year 1920, according to the record of the

Interstate Commerce Commission, Volume 61 of its re-
ports, page 763, the average cost of bituminous coal
purchased by the carriers per net ton at the mine, on the
contract market, increased from $2.56 a ton in 1919 to
$3.22 a ton in 1920. The average cost per net ton pur-
chased on the spot market, which of course was the
market reflecting the greatest increase in price, rose from
$2.83 a ton in 1919 to $4.53 in 1920. The shortage was
most acute in the region served by the New England
railroads.

The developed capacity of mines increased, as I have
indicated, from 730,000,600 tons in 1918 to approxi-
matelyv 970,000,000 tons in 1923. This was accompanied
by an increase in the number of mines, as indicated in
the curve on Chart No. 2. The number of mines rose
from approximately 8,200 in the year 1918 to 9,330 in
1923.

The opening of these new mines, and the extension
of existing mines, led to a recruitment of a large number
of men. The number of men employed rose from 615,000
in 1918 to 705,000 in 192,. In 1923) those men averaged
179 days; that is to say, the mines were in operation an
average of 179 days. The wage rate increased to $7.50
a day in fields in the Illinois district, which was roughly
typical of all the organized fields. The increase became
effective in August of 1920.

I have already stated that the Federal Fuel Admin-
istration was restored during the ear 1919. The Fed-
eral Government took other action in connection with
this period. In 1920 use was made of the powers of the
Interstate Commerce Commission under the Transporta-
tion Act to declare priorities in the movement of coal.
Those were in prt geographical priorities to facilitate
shipment of coal to areas of the country that were in
particular need, and in part some classification priorities
directing the shipment of coal to those branches of con-
sumption which it was felt were in particular need.

During the strike of 1922 another attempt was made
to utilize the priority powers of the Interstate Commerce
Commission, at this time associated with an attempt to
negotiate voluntary agreements to restrain prices f. o. b.
mines. A presidential fuel distribution committee was
set up to advise the Interstate Commerce Commission in
the application of priority powers, and in September of
1922 an Aet of Congress was passed known as the Federal
Fuel Distributor Act, which was intended to validate the
procedures used prior to that time by the Interstate Coin-
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merce Commission, and to advise the Commission as to
which areas of the country and which branches of con-
sumption were in l)articul]ar need.

Action was also taken by several States in connection
with this shortage. In 1920 the Legislature of Indiana
passed a special food and fuel commission act, setting up
a commission and instructing it to set maximum prices
oni coal produced in the State of Indiana for intrastate
shipment, to consumers in Indiana, and authorizing and
directing the Commission to distribute coal, at this maxi-
mum price, to domestic consumers and to other classifi-
cations of consumers in particular need.

By referring to Chart No. 1, you will note variations
in the line indicating' production from the year 1923 down
to date. The variations indicate a general change in
trend. The chart indicates a steadily rising trend up
until 1918, and then the line goes off practically horizon-
tal until 1930, and falls off after that. The fluctuations
from year to year in the curve of production represent
primarily the ups and downs of the demand for coal, as
it is affected by the conditions of general business. In
some years the production is not exactly equivalent to
consumption because of changes in stocks. In a year like
1919 there may be a considerable draft upon storage in
the hands of consumers that does not make it necessary
to produce quite as much as the yearly consumption, but
if one were to plot the consumption curve alongside the
production curve, he would find that it was substantially
the same, with the exception of 1919, 1922 and 1923.

In 1919 the effect of the great strike of that year was
to deplete consumers' stocks, and consumption in that
year was greater than production. In 1922 there was a
similar effect. Consumption was greater than produc-
tion. Production was actually curtailed by the strike.

In 1923 there were some additions to storage, so that
consumption was less than there indicated. But, in the
main, the movements up and down reflect the ebb and
flow of business in the fuel-usingo industries. The reasons
for the change in the general trend of demand which
is so noticeable after 1918 are, briefly, as follows:

Prior to 1918 demand had been increasing steadily at
a rate averaging 13,000,000 tons a year. Thereafter it
flattens off, ad at no time since the war has the demand
actually reached the war peak. The first factor in that
slowing down of demand was a change in the fuel-using
industries themselves, particularly in the iron and steel
industry. As the country matured in its economic de-
velopment, there was a tendency to pass from the produc-
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tion of crude materials, like crude iron and steel prod-
ucts, to more fabricated materials, and there was also
going on in the iron and steel industry a remarkable
substitution of scrap for virgin pig, iron. The result was
that while formerly the demand for coal in the manufac-
ture of coke, and consequently of iron and steel, had
been growing very rapidly, it now begin to flatten off.
The iron furnaces were supplemented by this flow of
scrap coninl' into he steel mills. Not so much coke was
needed, and not so much coal was needed. That is one
of the major causes of the flattening of delnand, reflecting
primarily the accumulation of scrap, and of importance
because the iron and steel industry, next to the railroads,
was the largest single consumer of coal.

The second factor was fuel efficiency. Fuel efficiency
had been improving since the first invention of the steam
engine, but along about the time of the war fuel economy
became an organized movement. The lead in that move-
ment was taken by the electric utilities. It was stimu-
lated by the high prices of fuel, associated with war, and
the reduction in the unit consumption of fuel which has
been accompanied by the fuel engineers i the period
since the war is notable. Witli steam railroads, from
1919 down to the end of 1933, the reduction in the average
requirement to move 1,000 ross ton miles of freight was
28.8 percent, since the war. In the electric-power plants
the reduction in the amount required to generate one
killowatt hour of power was 53 per cent since the war.
In the iron and steel blast furnaces the reduction in the
amount of coking coal necessary to smelt one ton of pig
iron was 19.6 per cent. In the meantime, the by-product
oven was saving great quantities of fuel that had
formerly been wasted out of the beehive coke ovens; and
that saving also turns out to be approximately 19 per
cent of the total fuel input of the by-product oven.
Averaging together all branches of industry and trans-
portation, it is safe to say that the economies effected
since the war are etween 20 and 30 per cent. In my
judgment that is the largest single factor in the slowing-
down of the former growth of coal demand.

A third factor, of course, was the competition of other
fuels and of water power. The federal water-power act,
passed in 1920, had opened up a lot of new power sites
to public development and there was rapid development.
Oil and gas continued to increase in production. Prob-
ably the greater part of the oil and gass that have been
produced during the last decade has in no sense come
into direct competition with coal. Much of it is either
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used in the field for the production operations, drilling
the wells and pumping them, or in is used out on the
Pacific coast, where coal could not compete, or it is
refined and goes into lubricants, with which coal could
not very well compete as a source. Also it goes into
gasoline, which, at anything like present price levels,
coal cannot make. Only a minor fraction of the total
increase of the production of oil and gas capacity was
directly competitive with butuminous coal, but every coal
man knows hat it has been a factor, and that business
has been lost both to fuel oil and to natural gas.

The net resell of ihese changes was to convert an in-
dustry that had for 100 years been used to a steadily
growing demand, and had based all its plans and expec-
tations on a growing demand, into an industry that was
faced with a stationary demand, and that tended to bring
about a very difficult readjustment.

The fact that the demand had stopped growing meant
that the tremendous increase in capacity which had taken
place during the war was now clearly not needed. Be-
ginning in 1924, the causes of shortage which had hither-
to prevented the mines from producing in a period of
shortage, were eliminated. Te car shortage largely dis-
appeared on the railroads, through improvements in rail-
road transportation. The signature of the three-year
wage agreement between the miners' union and the
operators eliminated the prospect of strike for three
years.

Under those conditions there was nothing, in effect,
present to prevent the surplus capacity which had been
created in the shortage years from exerting its full effects
on the market. The capacity, being up at 970,000,000
tons, and demand, stabilized at around, let us say, 530,-
000,000 tons, were so clearly out of balance that a long
and very difficult liquidation became inevitable. That
has had the effect of intensifying competition, and of
putting great pressure upon prices and upon wages.

In the ear 1926 the bituminous coal industry bene-
fited by outside circumstances which threw it extra busi-
ness. Late in the fall of 1925, and continuing through
the early months of 1926, the anthracite miners of the
IUnited States were on suspension. It lasted about five
months, and a large volume of tonnage which was nor-
mallv supplied b athracite was transferred to the de-
mand for bituminous coal.

Later, in the year 1926, the British miners were on
strike. They were out for perhaps nine months, and the
shortage in the world's export trade created by the with-
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drawal of British coal duri!i- that period threw a wind-
fall of extra business to American shippers who could
participate in the export trade.

Those two factors account for muchl of the increase
in tonnage which the bituminous trade of the United
States experienced in 1926, as compared to the year
before or the year after, and temporarily stiffened prices.

You caln see the effects of this combination of the
anthracite strike and the British nlir("' silrike in the
record of spot prices for that ear. I (hart No. 3 it is
shown that in the fall of 1926 spot prices sprang from a
level of about $2 a ton to $3.20 a onii, tfor a brief period.

The effect of the deflation heretofore mentioned was
a very drastic liquidation of both nines and plant ca-
pacity. The number of operating mines between 1923
and 1932 fell off from 9,331 to ,427. The drop in the
number of mines is indicated in the top curve on Chart
No. 2. These properties are commercial mines, not
country coal banks, not little wagon mines-mines pro-
ducing a thousand tons a year or more.

Some of his reduction, of course, might be attrib--
uted to the effects of the depression of general business,
but even if one compares the number of mines operating
in 1923 with the number operating' in 1930, he fields that
there is a net reduction of 3,440 mines during those years.
This net decline in number of mines does not measure
the total number of mines that have been abandoned
or kept down or otherwise forced out of business. It is
merely the net change in those years.

In the meantime there has come into existence a very
considerable number of small trucking mines, utilizing
hard roads and motor transport. Mr. Newell G. Al-
ford, a mining engineer, in a paper published in the
Transactions of the American institute of Mining En-
gineers, presents a study of the records of individual
mines on the books of the State mine inspectors and lie
treats the individual ases, 4800 properties or more,
which had been forced out of business since 1923, and
concluded that exhaustion of the coal accounted for a
very small part of this reduction. There were corre-
sponding effects upon the plant capacity i operation.
The total capacity declined from 970,000,000 tons to
770,000,000 tons in 1929. That is a reduction of 200,-
000,000 tons of active capacity. That again, does not
measure the full extent of the deflation on thie bituminous
coal mining industry. It is merely the net change in the
capacity. Meanwhile, a number of new mines had come
into existence, and the old mines had expanded their
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production. Out of these s veral thousand mines that
have been closed down siice the depression began in
the bitumninous coal business in 1!)23', here are large
numbers that are niow idle, but not finally abandoned.
The Bureau of Mines made an effort to determine the im-
portance of those idle but not permanently abandoned
mines, and, as of 1930, we found that there were on our
books 1,359 mines of this class, shut down, out of busi-
ness for several vears, ln t not vet finally abandoned by
their owners. TI le calpacily of those mines, when they
operated, was 130,00,0(0( tons a year. I have made an
earnest effort to find out the status of these mines, idle
but not permanenlly al)iandloned, because we are fre-
quently asked the question, "What effect do they have
upon the market capa iit o the industry, and how many
of them might go back into production if there were a
great increase in prices?"

The evidence that we have been able to collect on the
subject indicates that ilev include an appreciable num-
ber of properties hat, if lihere were any sustained ad-
vance in price, would come back into the market. They
include also many hundreds of mines in all states of
collapse and disrepair, which, in the phrase of one coal
operator, nothing but a World War would ever bring
back into production aain. No one can tell, therefore,
how far shut down mines, not formally abandoned,
ought to be reckoned within the production capacity
of the industry. If you counted them all, and decided
that they should be included, their total capacity, as of
1930, would have been 960,000,000 tons plus 130,000,000
tons. Most of that is known to be so far out of repair
and so hopelessly damaged by the long shut-down that it
could not come back. Some part of it possibly could.

The existence of this idle capacity in shut-down mines
is a further reason for the long-continued depression
in the coal market. The presence of these properties and
the possibility that they may reopen is one more factor
tending to intensify the competition, to beat down prices,
with the consequent results.

It is important also to know how far these shut-
down mines- ,355 in 1930--are still in the picture. I
have just had a test made of three of the principal
States. We find that in those three States as of 1930
there were 291 mines in this class, shut down but not
permanently abandoned. Of those, 203 have since been
dropped from our records. So far as we can tell, the
owners consider them permanently withdrawn, but there
remain 88 in these three States that are still in the class
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of shut-down but not per nanently abandoned, which
conceivably, might go back into prodactionl, and which
go, among other factors, to eCreate the difficult competi.
live situation that this industry faces.

The effect of the described condition upon profits
and losses in the industry has been to transform a large
profit during the days of the prosperous years into a
heavy and continued loss, later. The evidence on this
point is the income tax returns published from ime to
time, or made available by te United States Treasury.
The Treasury data which are at hand have been checked
up in the lower portion of (harllt o. 1. The years of
profits are shown in black and the ears o deficit in red.

The data have been made up) into a able which I
have here, marked Table No. 7, allacheed hereto.

The Treasury data available for tlie eal s 1917 to
1921 are not entirely complete, and 1hlie profit showing
for those years is therefore somewhat less than the in-
dustry as a whole actually enjoyed. Briefly, they show
that in the year 1920 the excess of net income of the cor-
porations making an income, over the deficits of those
that lost money, was 249,000,000-odd. There was
a net credit balance also in the Year 1921, when business
in general in the United States was depressed. Data are
lacking for the intervening years until 1925.

The question marks appearing on chart No. for the
years 1922, 1923, 1924, 1926, and 1927 arc merely to in-
dicate that the Treasury had published no separate
data regarding bituminous coal for those years, but in
those years the Treasury combined anthlracite and bi-
tuminous, and the combined showing of the two indus-
tries for the year 1922 shows a net of $70,00)0,000, and
the combined showing for the to, authracite and bi-
tuminous, in 1923, shows a net of $67,000.000. That is to
say, an excess of net income, for those corporations that
reported net income, over the deficits of those corpora-
tions that reported a deficit.

From observing that fact, and recognizing also that
spot prices and sales realizations were relatively higher
in the years 1922 and 1923, it seems an inescapable coIn-
elusion that if the data for bituminous coalt had been
separated from the anthracite, they would have shown
some excess of income over deficit in those two years.

Similarly, in the year 1924, the Treasury's combined
record for anthracite and bituminous sows a loss, an
excess of deficits over net incomes, amounting, for the
combined industries, to $49,000,(000. That, taken to-
gether with the fact that there was a drastic liquidation
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in the number of mines alld capacity in the year 1924,
and that prices of coal were known to be falling in that
year, appears to indicate that all the losses for the
combined group could nt possibly have been due to
anthracite.

During this period of which we have been speaking,
1923, to 1933, wage rates have been declining, as a whole,
and over the period as a whole.

The extent of lie decline, ad the dates at which it
took place, ar idicated in lhe charts o wage rates and
earnings given in chart No. 2. The hart shows three
different idicators of the trend of miners' wages. This
does not purport to show Ilhe ainuail earnings of miners,
but merely daily rates or daily earnings.

The first of the indicators selected to show what
the trend has been is the llinois day scale, for skilled
inside labor, to Awhich reference hlas already been made.
It is indicated by he dotted line Oil chart No. 2.

As the Illinois district was completely organized
throughout this period, age rates in lhat field have
changed by sudden steps at periods when there was a
change in the wage agreement. li the llinois field, as
of 1923, the day rate was $7.50 a day, the point which
it had reached )by wage agreemenellts in Augst, 192-).
The miners' union in that area remained strong Cenough
to hold it at the $7.50 level down to late in the year 1928,
at which time, due to the competition of other districts,
and particularly of the non-union fields, it was forced
down to $6.10. It remained at the level of $6.10 for
a period ending in 1932, and then dropped to $5.

The second indicator of the trend of wages shown in
this chart, and selected merely to indicate a change from
timc to time, is the average earnings of all day men in
the State of West Virginlia, covered by the periodic wage
surveys of the United States Bureau of Labor Statis-
tics. The Bureau of Labor Statistics cannot attempt to
cover all mines, but it has selected an example covering
a considerable number of mines in each State, and at in-
tervals of two years it makes a close examination of the
books of those mines to find what have been the av-
erage earnings during one typical pay period. For the
State of West Virginia the record compiled from these
publications of the Bureau of Labor Statistics is as
follows:

The sample made in 1919 shows the average earnings
of the day men were $4.09. They rose to a high of $5.87
in late 1921 and early 1922.

The next observation made by the Bureau of Labor
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Statistics, in 1924, shows that they had dropped
to $4.93. They stayed at that level, with slight reduc-
tions, until the beginning of the great depression, and in
February, 1933, the Bureau of Labor Statistics sample
showed an average earning of all day men in West Vir-
ginia mines covered of $3.25. It i significant that the
drop in the daily earnings, which means essentially wage
rates, in the Eslate of \\est V\irginia, camine four years be-
fore the drop in the llinois rate, indicating the compe-
tition to which the northern districts, as represented by
the State of llinois, were subjected during this period.

The third barometer of wages indicated on this chart
is the average daily earinos i the State of Tennessee
for day nmen, also developed fromI the Bureau of Labor
Statistics. The Bureau seems not to have made any
canvass of Tennessee mines in the years 1921 and 1922, so
the chart shows the record beginning with 1924.

In their 1924 determination the Bureau of Labor Sta-
tistics found the average for Tennessee, on this selected
payroll, to be $3.55, and that fell, by degrees, to $2.66,
in early 1933.

The working ime tended lo increase for a while, due
to the fact that the number of men on the rolls had been
drastically reduced by the discharge of about 200,000
workers between 1923 and 1)30. The drop in the num-
ber of workers is shown in the line marked "Then Em-
ployed" in chart No. 2. With the elimination of these
200,000 men that lost their jol)bs--This is the number of
jobs, not the number of individuals.

The fact that these men were forced out of the in-
dustry, and that the mines in which they worked had
also shut down, made it possible for the remaining mines
to operate far more steadily, and the average working
time for the mines that remained in business increased.
It rose from 179 days in 1923 to 219 days in 929. The
figure of 219 days in 1929 is still less than the average.

The average working time in 1929 was somewhat less
than the average working time in 1913, the last pros-
perous year before the war. What a man could make in
the course of a year depends on his daily rate, and on
the amount of time that hlie has to work.

I)uring the prosperous years before the reductions
in wage rates, there were masses of men in the mines
who earned in the neighborhood of $1,100 or $1,200, and
some, of course, who earned very much more than that,
and some who did not make anywhere near as much.
You can get a rough picture of what these day men
would be making in the year 1932 if you take the Bu-
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reau of Labor Statistics' findings as to their average
earnings in the month of February, 1933, and multiply
that by the number of days the mines worked in 1932.
If you make that computation, the result is as follows:

In West Virgiia, the product of days times the
February, 1933, rate, would be a yearly income of $546.
In Illinois, if you take the days times the union rate, $5,
the annual income would be $560.

In Tennessee, if you took the Bureau of Labor Sta-
tistics' findings as truly representative, the annual earn-
ings would be 8394 paid in that area.

These are the day men, not the tonnage workers. The
tonnage workers sometimes make less, and often make
more.

I ought to add that the Bureau of Labor Statistics'
samples are thoroughly comparable, from time to time,
but, in my judgment, may not show the full depths to
which the reduction of wages went during the years of
the depression. The list of mines has been brought to
my office for eheeking. I have examined the mines that
are counted by the Bureau of Labor Statistics in its
findings for the States of West Virginia and Tennessee.
They include a number of large mines. They are heavily
weighted by the bigger mines, and especially by the cap-
tive mines. On the whole, those mines have maintained
wage scales rather better than the little properties.
It is therefore more than possible, in my judgment,
that a complete count of all the mines in the State of
Tennessee would have shown average earnings per day
materially less than $2.66 in February of 1933. I think
we all of us have seen mines where rates were lower
than that figure.

I refer now to a table entitled "Disposition of total
output of bituminous coal mines of the United States,
by years, 1915-1933," marked Table No. 8, attached here-
to. This table was prepared under my direction from
data in the Bureau.

The first column is the year. The next column is
"Loaded at MIines for Shipment." That is to say, loaded
at the mine in a railroad car, or in a few local instances
in a river barge, for shipment by rail or river.

In the next column, is the percentage that that item
bears to the total production in the country.

The next column is "Truck or Wagon Commercial
Sales." It will be noticed that there is no entry in
that column until the year 1933. That does not mean
that there was no coal loaded into trucks or wagons
prior to that time.
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There have been wagon sales at least from the earliest

times, but there was no separation made of them in the
statistical records prior to this year, 1933, or 1932. They
were included in the caption "Other Sales to Local
Trade, Used by Employees, or taken by locomotives
at tipple." In 1933 for the first time we obtained an
accurate separation, which warrants a publication under
the name "Truck or Wagon (iommercial Sales." It
was found that in 19:33 that constituted 4.6 per cent of
the total output of coal.

The next item "Per cent of Total" will speak for
itself.

The next column is headed "Made into Coke at
Mines." We have data in the Bureau showing what hap-
pens to that coke after it is made at the mines.

Virtually all the coke as it is drawn from the beehive
oven at the mine is loaded into railroad cars, or very
rarely into a river barge, and shipped away. According
to our latest accounts, there are three coke-oven plants
in the United States that are still using some coke they
produce in an affiliated factory right at the mine. But
for practical purposes, all the coal that is charged in
beehive ovens at mines, either 24 or 4 or 72 hours later
is loaded on railroad cars, or on a river large, and
shipped away.

This table shows the relationship between production
and shipments.

I have before me a table entitled "Distribution of
bituminous coal produced in 1929 according to the rec-
ords of the United States Bureau of Mines, grouped by
State of origin," which I have marked Table No. 9
and which is attached hereto.

I have also a chart entitled "The Interstate MIove-
ment of Bituminous Coal in 1929, as shown by the reports
of the United States Bureau of Mines," which I have
marked Chart No. 10 and which is attached hereto. The
chart No. 10 is based upon table No. 9.

Certain additional details have been entered on this
chart to indicate the distribution of coal shipped to tide-
water, as to what States it is known to enter into, and
certain additional details to show which of the New Eng-
land States have received coal from the region of the
districts represented.

I have also a chart entitled "Production of bitumi-
nous coal and total rail (or water) shipments, by States,
in 1929," which I have marked Chart No. 11 and which
is attached hereto. This chart is based on very familiar
published data in the Annual Report of the Bureau of
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Mines. The figures under the small heading on this
chart represent production for that year in that State
in millions of ons.

I have also another table entitled "Distribution of
the supply of bituminous coal from each originating
district in 19'°9, divided between interstate, intrastate
an(l railroad fuel," ' which I have marked Table No. 13
and atached hereto. This table was prepared by me
upon data of the Bureau of Mines, which was compiled
under my direction.

I have also prepared, and attach hereto, a table com-
prisig two p'es entitled "Distribution of the total
national supply of bitlminous coal in 1929, divided be-
tween inters ate, intrastate, and railroad fuel," which
I have marked Table No. 14.

I also have prepared, and attach hereto, a table en-
titled "IHow intrastate rail shipments of bituminous coal
to Indianapolis meet ompetition from interstate rail
shipments (1929 data)," which is marked Table No.
15.

I have also prepared, and attach hereto, a table en-
titled "How intrastate rail shipments of bituminous
coal to other large cities of Indiana, Illinois, and Ohio
meet competition from interstate rail shipments (1929
data)," which I have marked Table No. 16.

This table is based upon the detailed records of two
railroad traffic bureaus, one called the Ohio Bureau of
Coal Statistics, and the other called the Illinois Freight
Association. All cities carried on the books of the two
traffic bureaus in such form that they could be matched
up, say a figure from the Illinois Bureau be placed along-
side a figure from the Ohio Bureau, were used in this
compilation. Then there was a certain lumping of des-
tination groups, all in Illinois and all in Indiana and
they were left out as having no0 significance.

I also attach a table, prepared under my direction,
entitled "Bituminous coal loaded for rail shipment on
origin railroads in the Appalachian districts north of
Alabama-Northern Railroads," which table I have
marked Table No. 17.

I also attach a table, prepared under my direction, en-
titled "Bituminous Coal Loaded for Rail shipment on
Origin Railroads in the Appalachian Districts North of
Alabamna-Southern Railroads," which table I have
marked Table No. 18.

I also attach hereto a table, prepared under my di-
rection, entitled "Recapitulation of Bituminous Coal
Loaded for Rail Shipment on Northern and on Southern
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Railroads in the Appalaclian Districts North of Ala-
bama," which table I have marked Table No. 19.

The testimony of CIHARLES O'NEITIL, admitted in
evidence under he stipulation is as follows:

I am Vice-president of Peale, Peacock & Kerr, Inc.,
miners and shippers of bituminous coal, with mines lo-
cated in Indiana, Cambria and Clearfield Counties of
Pennsylvania.

I am president of the Eastern Biltuminous Coal As-
sociation, a voluntary, unincorporated(l association of coal
producers with mines located in thie following counties in
Pennsylvania:

Bedford, Blair, Bradford, Cambria, Cameron, Centra,
Clarion, Clearfield, Clinton, Elk, Forest, Fulton, Hunt-
ingdon, Jefferson, Lyeoming, McKean, MiIfflin, Potter,
Somerset, Tioga.

Armstrong County, including ines served by the
P. & S. R. R. on the west bank of the Alleglhen River,
and north of the Coneinauech division of the Pennsyl-
vania Railroad.

Fayette County, all mines on and east of the line
of Indian Creek Valley branch of the Baltimiore & Ohio
Railroad.

Indiana County, north of but excluding the Saltsburg
branch of the Pensylvania Railroad between dri and
Blairsville, both exclusive.

Westmoreland County, including all mines served by
the Pennsylvania Railroad, Torrance, and east.

The State of Maryland; and Grant-Mineral and
Tucker Counties in West Virginia. This association has
141 members, producers who in 1934 produced 37,822,549
tons of coal.

From 1898 until 1916 I was employed as a coal miner
and held a position as an officer o the United Mine
Workers of America.

From 1918 to 1930 I was Secretary of the Central
Pennsylvania Coal Operators Association; since Jan-
uary 1st, 1930, I have been Vice-President of Peale, Pea-
cock & Kerr, Inc. I have been actively engaged in the
mining, production and selling of bituminous coal for
approximately 35 years.

Coal from the Central Pennsylvania District is sold
in 42 states and the District of Columbia, the Dominion
of Canada and to Interstate carriers. The principal
areas using our coal are the Middle Atlantic and New
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England States, the District of Columbia and the coal
sold to railways. The total of our production sold in
New England, Middle Atlantic States, District of Co-
lumbia, and for railway fuel, amounted to 94.52%, the
balance is shipped to all the other 42 states and exported
to foreign countries and Canada.

Our district competes in each of these markets with
praetieally every other coal district East of the Missis-
sippi River, except Alabama, and with coal produced in
the States of Pennsylvania (outside of our District No.
1) Ohio, West Virginia, Virginia, Kentucky, Tennessee,
Indiana, Illinois, and Iowa. Or principal competitors,
however, outside of our own district are the mines lo-
cated in Western Pennsylvauia District, Ohio, No. W.
Va. District, and the Southern West Virginia Districts,
Low and High Volatile. Our principal competition from
the South is coal shipped from the Low Volatile and
High Volatile Districts from Hampton Roads, which is
distributed from there to points along the Atlantic Sea-
board, and from docks re-loaded on to railroad cars and
trucks and shipped to interior points. A complete de-
scription of this Tidewater origin and distribution is
available from reports issued by the United States Bu-
reau of Mines currently. We also compete with North-
ern West Va., West Pa., and ()hio in all-rail markets
East of Youngstown, Ohio, to Points in Maine. Our
district also competes with all of the Districts shipping
to the Great Lakes for delivery beyond the dumping
ports.

For several decades prior to 1910 the production and
consumption of bituminous coal practically doubled
every 10 years. In 1890 it was 1] 11,000,000 tons; in 1900,
212,000,000 tonils; in 1910, 417,000,000 tons; in 1918, at
peak production in the industry, it was 579,000,000 tons.
Since that time there has been no steady increase in the
consumption of coal. As a matter of fact, whatever gen-
eral tendency there has been has been in the other direc-
tion. The noteworthy thing, from the standpoint of the
coal operators, is that the growth in consumption which
had been uniform and steady prior to 1910, and which
the industry had in general counted upon, quite sud-
denly ceased. This was due to several causes, but pri-
marily to more economical methods in using coal prac-
ticed by the large users and to the increased use of com-
petitive fuels and sources of energy, such as oil, gas and
hydro-electric energy. This in a general way describes
the growth of the industry from a consumptive stand-
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point. The growth of the industry from the point of
view of production or rather of development of produc-
tive capacity has been quite different. The increased
demand and high prices existing durillg the War period
stimulated the opening up and development of many new
mines, and this tendency was promoted and increased by
the Wartime Fuel Admninistration. The result was that
in 1923 there were 9331 operating mines throughout the
United States with a total productive capacity, if oper-
ated 308 days a year of 970,000,000 net tons. The pro-
duction of coal during that ear was 564,565,00() net
tons, or only 58% of the developed capacity. The result
was that the mines operated onil the average o only 179
days during that year.

The practice existing in the industry relative to the
relationship between the sale of coal andl the actual min-
ing of it is as follows:

Primarily, the establishment of a price is based upon
the cost of production with the hope of an additional
margin that will produce a profit. O)f course, the com-
petitive circumstances in the bituminlous coal industry,
due to excess productive capacity and the contraction
and reduction in the consumption of coal due to com-
petition from other fuels and sources of power such as
oil, natural gas, and hydro-electricity, has intensified the
struggle for orders, so that there is a constant surplus
of offerings oni the market. This, of course, has a ten-
dency to depress prices.

The coal is sold in different ways. The larger com-
panies usually sell their coal by direct solicitation of
consumers by salesmen. A great deal of coal is sold
through agents, and there is also considerable coal sold
through middle-men or wholesalers who purchase for
resale. Practically all companies do some business in
each of the three ways, the bulk of the tonnage being
sold by direct solicitation, and the character of the
actual price on the contracts made by individual bar-
gaining, taking into consideration the competitive cir-
cumstances on the day the sale is consummated.

After an order is obtained and accepted by the coal
company, copy of the same with shipping instructions
and so forth is furnished to the coal mine, upon which
proper accumulation of orders for a day's run, fills the
orders that are available so far as they can produce the
coal on any given day. In the accumulation of orders
where coal is sized, there is considerable difficulty in
keeping a proper balance on the output of sizes at any
given mine. The result is that after a number of days'
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work if the screenings or fin r coal is not moving readily
in the market and te larger sizes are moving readily,
which often occurs i the winter or eating season, ac-
cumulation o slack or screcnillns will finally stop the
operation of the lime by filling the siding capacity of the
mine. In such an event the operator to continue to sell
and deliver on his contracts for larger sizes is compelled
to try to move this slack into some market at a price that
will move it.

As a general rule there are no storage facilities at
thle ituininous coal nines i tlhe United States. This
is largely due to the fact that coal deteriorates consider-
ably on being stored ad o thle extra cost of handling
necessitated bv storage. The general practice is to load
the coal directly from the mile into railroad cars. This
means that te coal must or should be sold before it is
actually mined. Tfle general practice in the industry
is to secure orders for coal and then to mine hat coal to
fill such orders aid lo. d it direetlv iilto railroad cars.
The tenidency in late Vtears to sell coal by sizes compli-
cates te general practice to a considerable extent due
to the fact that in tlhe mining and sizing of coal all sizes
are made and if orders are on hand for one or two sizes
only, some disposition must thus be made o the other
sizes. This fact hlas caused a tendency on the part of
some operators to load the unsold sizes into railroad
cars and bill such ars oi consi-inment to the various
consuming markets. Unless this coal is actually sold by
the time it reaches its destination it becomes subject to
heavy demurrage charges which quickly eat up the value
of the coal and forces the operator to sell the coal in an
already glutted market at any price lie can get for it.
This is what is called "distress" coal, and te presence
of such distress coal on the market has had a substantial
effect upon prices.

There is no storage of coal at the mines in the Central
Pennsylvania District. All coal milned is shipped, ex-
cept the very small portion that may be used at certain
collieries for the generation of steam for power, and
practically all the coal sipped from the Central Penn-
sylvania district is shipped in railroad cars, except about
a million and a half tons per animI tat is distributed
locally by trucks.

When sufficient orders are secured at a mine, arrange-
ments are made each niglt for the placement of sufficient
empty railroad coal cars for running the line the next
day. This is usually arranged by the mine office with the
yardmaster of the serving railway carrier. When ar-
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rangements have been made with the railroad for a sup-
ply of cars, notices arc posted or other signal used to
notify tlhe mnill e)loyvees the night before that there
will be work on the succeeding clay. If no railroad cars
are available (which did at one time occur frequently but
now only occasionally), the men are notified not to come
to work the next morning. In other words, railroad
equipment is essential to tlhe operation of any of the
coal mines in our distr iet. There is no storage at the
mie alnd there is no other place to put the coal except in
railroad ears.

The effect of surplus capacity upon the price of coal
has been generally as follows:

Excess productive capacity in the minino industry
had been ehvronic for many years preceding, he World
War, but up util 1910 the industry was dcoublin- its
prOdi('tiOi] every decade, so that the expansion of pro-
duction facilities and development was required b the
country's nee(ls. Naturall-y, there was a considerable
momentum in he develol)ment of coal fields at the time
the urve of consumption began to flatlen after 1910.
This was occasione, of course b the history of the
industry as stated prior to 1910, by the encouragement
of railroads who up until the time of the World War
were constantly making' extensions into new coal fields,
encoura-'in teir development of the volume of this
lucrative traffic that they might have placed upon their
lines.

While over-capacity in the coal industry had existed
for a number of years prior to 1923, prior to that time
such over-capacity did not have any substantial effect
upon prices largely because the actual productive ca-
pacity of any mine is limited by the ability of the oper-
ator to get railroad cars into which coal may be loaded.
Prior to 1923 a sliortage existed in railroad euipment
and it had been generally impossible for mines to get
enough cars to transport anywhere near their full-time
operating cal)acity. s a result the sale of coal in those
days was to quite a large extent a sale of transportation
facilities, and prices were relatively high.

With the beginning of the World War and the tre-
mendous purchases of munitions and materials by the
Allied Nations from this country, there was a substan-
tial increase in prices the latter part of 1916, and the
projection of new mines was accelerated by the War
boom as was the further development of mines then in
operation by increasing the working of men on develop-
ment work and the intensified application of the then
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known mechanical devices and equipment to the pro-
duction of coal. Prices went to a point where it was
deemed necessary to place the bituminous coal industry
under the provisions of a Federal Statute, the Lever
Act, establish a United States Fuel Administration,
which took charge of production and distribution of
bituminous coal in the United States and fixed maximum
prices at whieh the bituminous coal in the nation could
be sold. The maximum prices fixed by the United States
Fuel Administration were from Six to Eight Dollars
below the then current prices obtainable in the market
The ITnited States Fuel Admlinistration maximum prices
obtained from August 2, 1917, until February , 1919,
several months after the signing of the Armistice on
November 11, 1918. Following tlhe signing of the Ar-
mistice there was a very decided decrease in the denland
for bituminons coal, and with the elimination of the
maximum prices February ], 1919, as established by the
United States Fuel Administration, prices generally de-
clined, until the latter part of the year.

As a result of the strike called by the United Mine
Workers of America, which was effective on November
1st, 1919, to December 10th, 1919, supplies of coal were
greatly reduced and the prices of coal in the non-union
fields sky-rocketed to such an extent that the President
reinstated the United State:s Fuel Administration for the
period from December st, 1919, until April st, 1920.
Maximum prices were again established under the Lever
Act and strict regulations were made as to allocation,
distribution and routing' of railroad cars.

The post-war boom was beginning about this time,
and in addition to the development of the inflationary
booms in Europe, a serious shortage of transportation
facilities developed in the United States, commonly
known as coal ar shortage at the mines. With the in-
creasing shortage of cars and the resulting diminution
of the coal supply, prices began to climb very rapidly
after April 1, 1920, and by July 15, current prices for
bituminous coal reached the unheard of heights of fifteen
to twenty dollars a ton in certain cases. Current prices
continued at very high levels until about December 31,
1920.

By 1923, however, the railroads had acquired ample
car equipment and the transportation problem was
cleared up. It was at this time that the over-developed
capacity first became felt as a permanent disturbing
market factor relative to the price of coal. A developed
coal mine is something that is hard to close down. It is
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generally surrounded by a more or less isolated mining
community entirely dependent upon the continued oper-
ation of the mine. There is a large investment in plant
and equiiniiient and the overhead expense of an idle mine
is very reat. This overhead consists of such fixed
charges as taxes, insurance., pumping, ventilation, main-
tenance, depreciation, administration and as a rule, in
the ase of mines on leased property of minimum rental
or royalty payments. At a modern well equipped mine
the cost of properly mintaliain it in idleness will ap-
proximate 20c to 30c per net ton of developed capacity,
so that the continuing cost of maintaining an idle mine
with a monthly apaciltv of 50,000 net tons will approxi-
mate ,¢1(,0(0) to ,1,5,000 per mnlonlh. In addition, the
shutting down of a mine for any considerable period of
time gellerally results in a substantial loss of the actual
coal reserves in the developed portion of the mine, due
to the fact that certain coal becomes inaccessible be-
cause of caving and squeezes. The cost of mining also
varies very consi(lerallv accordig to the number of
days p)er week during whi(eh tihe mine is operated. The
more conibu(mos the operation, the lower the st. There
is, therefore, a natural tendency on the part of the Oper-
ator to keep his mine operatin( as continuously as pos-
sible, and, therefore, a natural effort is made to increase
the volume of sales. This possibility of cost reduction
by volume of output is the principal cause for price cut-
ting; the Operator is forever asking himself the ques-
tion-

"'Can I save money by taking an order at a lower
price than heretofore, through the reduction in the
overhead or fixed charge per ton that will result
from this additional tonnage?"

The Operator seldom contracts at one time for the
sale of the entire production of his mine, but having
contracted for the sale of a part of his production he has
the proverbial "bear by the tail," and finds himself in
the position where he cannot refuse to accept additional
business even at a price which is only slightly above
actual cash ot of pocket cost of production, including
only such items as wages, power, supplies and royalty,
in the case of a mine operating under lease. Naturally
under these conditions with the large excess production
capacity anging over and pressing upon the market, it
is inevitable that prices must decline in a downward
spiral in the absence of some form of price control.
Operator after Operator cuts the price in an attempt to
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secure for himself a disproportionate share of the lim-
ited volume of available business. The inevitable result
is a continuous decline in price nmtil a national strike or
some other abnormal situation develops.

The consequences of this fierce competition have been
disastrous to the industry and may be more readily ap-
preciated when it is realized that by May 1933, the
average mine realization price in the ent ral Pennsyl-
vania district ha(d been forced down o $1.14 per net on,
thirty cents below the averag'e cost of production, as de-
termined by Ihe statistics of the National Recovery Ad-
ministration. This disparity between cost and selling
price existed in spite of the fact that in the competitive
process nine wages had been forced down to a point
where in some localities men were working for $1.00 to
$2.0()0 per day for only two or tree days per week. To
illustrate the extent to which prices had been depressed,
railway fuel was sold under competitive bidding during)
1932 as low as 43e a net ton. Itowever, the price of coal
for household consumpl)tionl did not decline to any such
level. This resulted naturally from the reater economic
influence of the large industrial consumers of coal who
usually contract for their supply of coal for a year in
advance, and whose individual coal consumption is very
large by comparison with the quantity purchased in the
course of a year by the average retail coal dealer. It
was not at all uncommon for industrial coal to sell f. o. b.
the miine at price $2.00 and more per ton below the f. o. b.
mine price for household fuel. In the absence of a
regulated price it is inevitable that the price of indus-
trial fuel is subjected to the greatest pressure, with the
result that the producer must recoup himself as best he
can by securing a disproportionately high price for
household fuel.

In 1923 the total number of operating mines in the
country was 9331. In 1933 the number of operating
mines had been reduced to 5555. The capacity of the
mines producing in 1923 was 970,000,000 net tons, the
capacity of the producing mines in 1933 was 615,000,000
tons. Thus 3,776 mines with a production capacity of
355,000,000 net tons have been wiped out of the picture,
with the resultingm loss of millions of dollars in capital
investment in these mines and also with probable per-
manent loss of hundreds of millions of tons of coal which
has become inaccessible except at a vecy high cost, be-
cause of caved workings, squeezes, etc. In addition to
wiping out completely the operators I have just referred
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to, the competitive conditions existing in the industry
caused by this overcapacity have resulted in the insol-
vency or bankruptcy of many producing companies, in-
cluding such large and powerful organizations as the
Consolidation Coal Company and the Elkhorn Fuel Cor-
poration, and has put the vast majority of producers on
the road to insolvency. Since labor costs are the largest
element of the total cost (60 to 65 percent) and since the
other items of cost (taxes, insurance, workmen's coim-
pensation, supplies, power, depreciation, depletion) are
quite inflexible, reductions in cost are naturally brought
about b reduction in wages.

Prior to April 1, 1924, the Jacksonville wage agree-
ment was consummated onI the basis of $7.50 per day
wage rate, which was merely a continuance of the agree-
ment effective August 16, 1920. Immediately thereafter
the non-union fields reduced their wages to the so-called
Garfield scale of $5.00 per day base rate. The Jackson-
ville agreement effective April 1, 1924, continued until
March 31, 1927. This wide disparity in the wage scale
resulted in a series of strikes in the northern states be-
ginning in 1925 and terminating in the early part of 1928.
During this period the Unioni was practically wiped out in
Pennsylvania, Ohio andl portions of Indiana. In Pennsyl-
vania and Ohio the first reduction in wages, made in
an effort to meet the competition from the southern fields,
was to reduce the $7.5() rate to $6.0() and other rates pro-
portionately. This continued until June 16th, 1929, when
another reduction of $1.00 per day and other rates pro-
portionately was made at the northern mines, bringing
the wage scale to $5.00 per day, which was relatively the
same level as that Av which obtained in the low volatile
fields of the South. From 1929 to the end of 1930 the
wage scales, North and South, remained relatively uni-
form. Following 1930 and with the accentuation of the
depression, there was a continuous downward spiral of
prices ad wages. Oi November 16, 1931 wages were
reduced in my district to $4.40 per day and other rates
proportionately. Again on April 16, 1932, wages were
reduced from $4.40 to $4.00 per day, and again Decem-
ber 16, 1932, wages were reduced to $3.44 per day. This
schedule of wages remained in effect quite generally il
the Central Pennsylvania District until July 16, 1933,
when wages were increased prior to the enactment of the
Bituminous Coal Code on October 2, 1933, and the estab-
lishment of the union in the Appalachian area under the
Appalachian Wage Agreement as of the same date.
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The downward spiral of prices and wages can best be

shown by the effect of one upon the other. On November
16, 1931, a wage reduction from $5.0() to 4.40 per day
was made in anticipation of the contracting season which
would begin about January 1, 1932. Bids for business
were made generally on this reduced wage scale. One
very large buyer in New York City the Interboro Rapid
Transit Company, made its lettinos after a public open-
ing of bids. The pul)lic opening of bids in 1932 was
about the 15th of March and their awards or letting
were granted on March 29 of that yieair. One of the
larger suppliers of the Interboro Rapid Tranlsit Com-
pany submitted a very low price and received a generous
proportion of the business. Te day following the mak-
ing of the awards, namely, March 30, this supplier cut
his wages.

Of course, other shippers had to revise their bids in
order to participate in this business, ith the result
that a further reduction in wages o the basis of $4.00
per day was made o April 1, 1)9'2, o'enerally trough-
out the district because of the price cut "discounted" in
the bid of this one particular shipper.

Before the contracting season of te next year, 1933,
the final wage reduction was made to $3.44 per day.

On the opening of bids to the Interboro Ra)id Transit
Company about Mfarlch 15, 1933, it was discovered that
one of the largest shippers had resorted to very low
price, in fact, $1.(!3 per ton run-of-mine for high grade
low volatile coal, which was the lowest price ever quoted
at this plant for coal in the recollection of anv one. Nat-
urally this price on the great volume of business in-
volved had the effect of disturbing the prices for public
utility business at every plant along the Atlantic sea-
board, and its effect reached to points far in the interior.

From 1898 until March 31, 1927 relations in the union
fields were maintained and wages were established for
that entire period by negotiations directly or through
Federal intervention by the Central Competitive Field
Waoe Conference. The Central Competitive Wage Agree-
ment was a basic agreement for the union fields of the
countrv and was made b the district comprising Ohio,
Indiana, Illinois and Western Pennsylvania. This inter-
state agreement was called the basis agreement and the
increases or decreases in wages allowed upon basic rates
by this agreement affected the same basic rates in all of
the so-called outlying Union districts that were not part
of the Central Competitive Field.
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In 1906, 1910 and 1914, the Central Competitive Field

failed to make an agreement and in these years agree-
ments were made by signing ll)up with individual districts
and mines. IHowever, the United Mine Workers of
America established with its original agreement the
changes that were to be made in basic rates, and the
effect was working, out an agreement substantially in
accord with the custom under the interstate agreement.

By the end of 1927 practically all of the union fields
except Illinois and Indiana had changed to non-union
bases of operation. During this period prices and wages
continued downward until they had reached their lowest
point in May 1933, just preceding the enactment of the
National Industrial Recovery Law. under the guidance
of the National Recovery Administration a ode of Fair
Competition was established, and omplementary to it
the Appalachian Wage Agreement was established by
collective bargaining under the provisions of a and
section 7b of that Act. This agreement was an interstate
agreement, taking in all of the mines in Pennlsylvania,
Maryland, Ohio, W. Va., Virginia, eastern Kentucky,
and northeastern Tennessee, and involved approximately
300,000 men an( a production of 250,000,000 tons in 1934.
There was a small number of company unions in this
area which did not sign the Appalachian Agreement, and
a number of companies i Harlan County, Kentucky,
that remained non-union. The total production of these
out of the 250,000,000 tons was approximately 15,000,000
tons and involved probably 20,000 men.

The necessity for an interstate agreement is obvious.
All of these districts in the Appalachian area compete
with each other, both ith mines in their own district and
with all of the other districts making up this great inter-
state area. They also compete with Illinois and In-
diana intensely, and the wage scales in Illinois and In-
diana are now predicated upon the wage scale nego-
tiated by the Appalachian Joint Waoge Conferences. The
operators in one district are unwilling to negotiate an
agreement under ordinary circumstances separately, but
with such a volume of tonnage in a conference that the
basic rates of pay for day and piece workers over a large
area will be relatively uniform. The Appalachian Con-
ference governs the direct establishment of basic rates
of pay on about 70% of the production in the nited
States. The establishment of the basic inside day wage
rate and the basic Shortwall machine cutting and load-
ing rate in all fields in this basic agreement provides the
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bases necessary to project all other rates in every given
mine in the area. With an agreement as to these basic
rates, every operator knows approximately his competi-
tive situation so far as wages cost is concerned with all
of his ompetitors. Basic rates of pay in other Union
districts vary as basic rates in Appalachian Area are
raised or lowered.

It would be impractical for any one district to engage
in establishing an agreement alone, because of its fear
that other districts might compel a settlement of their
wages upon a basis more favorable to them than such one
district would be able to negotiate alone. Therefore, the
interstate contracts made by the old Central Competi-
tive field and the one now made by the Appalachian Joint
Wage Conference affect a sufficient volume of competi-
tive tonnage as to establish fairly relative wages cost in
the districts directly affected and to have a compelling
influence upon the negotiations and settlement of waoe
agreements in the outlying districts upon the same basis.
In other words, with 70% of the tonnage of the United
States agreed upon a basis of settlement in the Appala-
chian Conference and with these mines operating upon
that basis, there is little likelihood that Illinois and
Indiana could afford to refrain from signing a similar
agreement, because the Appalachian mines would be
able to supply, with the excess productive capacity they
have, all of the customers of the operators in Illinois and
Indiana. Therefore, it may be said without any doubt
that wage-making under union conditions in the mines
of the IUnited States must necessarily be interstate in
character, and there is a continuous history of this kind,
broken only in a few periods, of agreements on this basis.

During the period of non-union conditions prevailing
in the Appalachian area there was no way of establishing
uniform or relative wage scales and the force of compe-
tition compelled a continuous descent of waoe rates and
earnings from 1928 to 1933. Since 1933 the Appalachian
Joint Wage Agreements have stabilized conditions as to
wa-es and hours of labor in practically every district in
the United States. True, there are several local strikes
in northeastern Tennessee and Alabama at the present
time, based upon the competitive circumstances in those
fields where the operators in the case of Alabama believe
that the wage scale negotiated by the Appalachian con-
ference and applied to their rates will so intensify their
competition with oil and natural gas as to practically de-
stroy their business, and in the case of northeastern Ten-
nessee a fear that if Alabama is successful in maintain-
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ing wage raes below those established by the Appala-
chian Conference and they (Tennessee Operators) are
compelled to support the results of the Appalachian
conference that Alabama competitors will destroy their
business. This only another showing of the direct effect
wage relationships have over wide areas in different
dlistriets and in different states.

Among the matters to be settled in the recent Appala-
chian Waoe ('onference was the question of wage dif-
ferentials. The United Mine Workers requested a settle-
ment of differentials within and between districts, based
upon facts and equity. This demand was made when the
Conference was assembled February 18, 1935. The opera-
tors agreed to undertake a settlement of the problem sur-
rounding these questions. Wage differentials is simply
another way of saying wage relationships. The impor-
tanee competitively of proper wage relationship is mani-
fest when it is remembered that sixty to sixty-five per-
cent of production cost is wages cost. The mine workers
were willing to adopt any of a dozen formulas which were
submitted that would bring about a solution of the North-
South differential, which is 40c a day less for day labor
in the South than in the North, the intra-district differen-
tials, which include the relationship of rates between
mines within the same district, and the inter-district dif-
ferentials which includes the relationship of basic clay
and onnage rates between different and competing dis-
tricts. The simple fact is that the Appalachian Wage
Conference of 1935 made no progress whatever, because of
the tenacity with which operators who had advan-
tageous or lower rates than their competitors, refused
to agree upon any formula that would bring about a
settlement of the questions. Of course, those districts
which believed they had higher rates and were being
prejudiced by the rates in other and competing districts
were just as firm that a formula should be areed upon
that would bring a settlement. So serious was the divi-
sion of opinion between the operators on these differen-
tial questions that it almost broke up the Wage Confer-
ence. Finally in desI)eration the mine workers and those
operators who wished to bring about a settlment of the
wage scale finally agreed upon the present clause in the
Appalachian agreement, which is not one having deter-
minative provisions in it. These wage relationships be-
come of paramount importance because of the effect they
have upon the competitive situation as between shippers
who may be preferred and those who may be prejudiced
by the rates in effect. This is one of the most difficult
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questions in any wage conference and is to a large extent
interstate in character.

Since 1919 the experience of the industry with refer-
ence to labor disputes has been as follows:

At the September, 1919, Convention of the United
Mine Workers of America a demand was made for a
thirty-hour week, 60% wage increase, six hours per day,
five days per week, as against the then prevailing wage
scale on an eight hour clay, six days a week. This offer
was rejected by the coal operators and a strike was called
by the Unitel Mine Workers of America, effective No-
vember 1, 1919, and which lasted to December 10, 1919.
Seventy per cent of the miners went on strike in some
States. During the period of this strike the limited
storage supplies fo the country were used, and winter
was upon us. Schools and hospitals in different parts
of the country, and particularly in those portions of the
country far away from the mines in states that did not
produce coal, were without fuel, and indications were
that the situation in this respect, as well as in respect to
public utilities and railroads, would become serious each
day the strike continued.

The result was that the President of the United States
intervened through cabinet officers and directly by bring-
ing about a temporary settlement and appointing a Coal
Commission to conduct extensive hearings as to the causes
of the strike, the demands of the mine workers, and the
defense offered by the operators of the nation. This
Commission made an award, which was effective April
1, 1920. The mine workers were awarded an increase
of an average of about 27%. I was technical adviser to
one of the Commission and was quite familiar with the
work of this Commission and the negotiations attendant
thereon.

The effect of the strike, however, was to reduce the
supply of coal available and sky-rocket prices in the non-
union operations of the country so greatly that the Presi-
dent re-established the United States Fuel Administra-
tion and re-established the maximum prices which had
been in effect up to February 1, 1919, for the period from
about December 1, 1919, until April 1, 1920, when under
the recommendation of the Commission these maximum
prices were again abandoned, when their award to the
mine workers became effective.

The post-War boom was beginning about this time,
and in addition to the development of the inflationary
booms in Europe, a serious shortage of transportation
facilities developed in the United States, commonly
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known as coal ar shortage at the mines. With the in-
creasing shortage of cars and the resulting dimunition
of the coal supply, prices began to climb very rapidly
after April 1, 1920, and by July 15, current prices for
bituminous coal reached the unheard of heights of fifteen
to tentv dollars a ton in certain cases. Current prices
continued at very high levels until about December 31,
1920.

i)urin this period the award made by the Bituminous
Coal Coiinission to the day wav e workers for an increase
of one dollar per day (making their daily wage six dol-
lars for eight hours), was subjected to violent criticism
in ertain coal fields, particularly Illinois and Indiana,
which was followed by a series of wild-cat strikes in
those states. President WAilson permitted and requested
re-assemblinog of the Central Competitive Joint Field
conferences s for consideration of the situation. This
eorfereiice was assembled and failed to reach an aree-
Met or settle the difficulties, which were expanding in
Illinois, Indiana and other coal fields by this time, where-
upon the Illinois operators agreed with the Illinois
miners to increase the daily wage by $1.50, effective
August 1I, 1920, making the basic inside day wage rate
for eig-ht hours $7.50. This was followed by the signing
of agreements in all union districts, applying the 1.50
increase 1o the daily wage rates. The first award was
negotiated by the Central Competitive Field Conference,
which comlprised( Illinois, Indiana, Ohio, and Western
Pennsvlvania.

In 121 there was a very substantial decline in prices,
with the result that the operators asked for reconsidera-
tion of the wage agreement and a conference was called
in the early part of 1922. Operators from certain dis-
tricts refused to attend the conference, with the result
that a strike was called April 1, 1922. The strike was
very extensive, and was terminated in different fields at
different dates between August 19 and the end of the
year. In that case local wage areements only were
signed, but President Harding intervened on numerous
occasions and was instrumental in bringing about con-
ferences between the miners and operators that finally
resulted in a settlement. At the same time while the
strike was in force it was one hundred per cent effective
in six fields and in as many states, and between 75% and
100%c effective in thirteen other districts out of a total 42.
At its aximum it was 73% effective for the country
as a whole.
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During the 1922 strike there was some non-union

operators in Pennsylvania and some union operations in
West Virginia. Practicalvly the entire North was union-
ized, and the South non-union.

The effects of the 1922 strike in the coal mines was
aggravated by the railroad shopmen's strike which be-
gan July 1, 19'9, which increased the "bad order" of
railroad equipment tremendously and brought about one
of the worst transportation deficiencies or coal car short-
ages which we have ever experienced, in the latter part
of 1922. This car shortage continued throughout the
latter part of 922 and the first quarter of 1923. As a
result prices were aain very high during the latter part
of 1922 and the contracting period of 1923. In other
words, most of the coal contracts are made in the period
from January 1 to Marelh 31 of each year, and generally
effective April and continuous for a one-year or two-
year period.

Prior to April 1, 1924, the Jacksonville Wage Agree-
mient was consummated on $7.50 basis, which was merely
a continuance of the Agreement effective August 16,
192(), and immediately thereafter the non-union fields
reduced their wages to the Garfield Scale of $5.00 base.
The Jacksonville Agreement effective April 1, 1924, con-
tinued until March 31, 1927. The wide disparity in the
wage scale as between Illinois, Indiana, Ohio and
Pennsylvania on the one hand and the lower rates gen-
erally effective i the States of Kentucky and West Vir-
ginia forced operators in the Northern states to break
away from the union and reduce the wages of their
miners. This brought about a series of strikes in the
Northern states, beginning in 1925 and continuing until
the early part of 1928. During this period the Union
was practically wiped out in Pennsylvania and Ohio and
portions of Indiana. Following this, a series of price and
wage cutting commenced. As a result of this continuous
wagoe-cutting and price-cutting, bankruptcies had in-
creased, mines were being abandoned in all portions of
our district, and conditions among the mine workers had
become so deplorable that the men began to organize
themselves in the United Mine Workers of America. The
operators had reached the point where conditions were
so bad that no resistance was made to the organization
of the union. When the miners were organized they first
demanded checkweighinen and recognition of the mine
committees. This request was readily acceded to by the
operators in the Central Pennsylvania District.

These events were occurring in May and June, 1933,
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and during the period when the National Industrial
Recovery Act was being considered and finally passed by
the Congress. Wilen the National industrial Recovery
Act became a law and its Administrator appointed,
operators from all over the United States were called to
Washington to work together with the N. R. A. and the
Mine Workers in formulating a Code of Fair Competition
and the First Appalachian Wage Agreement, which
Wage Agreement became operative on the same date as
the (Code of Fair Competition, namely October 2, 1933.
The Agreement and the Code were worked out simultan-
eously, and one document was contingent upon the other.
The Appalachian Wage Agreement covers several thou-
sand mines in Pennsylvania, Ohio, Maryland, West Vir-
ginia, Virginia, Eastern Kentucky, and Northern Tennes-
see, producing i ]1934, 251,000,000 tons and employing,
310,000()() men. The original Appalachian Wage Agree-
melnt extended to April 1, 1935. Failure to negotiate a
new Agreemient prior to that date resulted in threat of
a eneral strike, which was postponed from time to time
on five different occasions through the intervention of
the Federal Government, and the settlement which was
finally achieved was assisted through the intervention
of the United States )Department of Labor.

The effect of large strikes upon the distribution of
coal has been as follows:

These strikes caused gains of production in the non-
union areas, and to some extent were responsible for
permanent losses of tonnage in the union areas, therefore
these strikes affected different areas in a different way.
Since strikes were more effective in some areas than
others, the result was a permanent sifting of production
from the more seriously affected fields to those relatively
unaffacted.

The effect is clearly brought out by an analysis of the
records of strikes 1919, 1922, 1927 and 1932, upon differ-
ent producing areas. In 1918 the four highly organized
states of Illinois, Indiana, Ohio and Pennsylvania, pro-
duced nearly 345,000,000 tons of coal, while the two rela-
tively unorganized states of Kentucky and West Virginia
produced 121,500,000 tons. Of the total production of
the six states, there was produced by Northern states
73.9%. In 1919 there was a six-week strike in the union
fields. At that time there was some union operators in
the fields in Kentucky and West Virginia and some non-
union operation in Western Pennsylvania, but the effect
of the strike was the loss of 30 days per man employed in
the Northern states and 13 days per man in the Southern
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states. As a result of that short strike the percentage of
the combined output produced by the Northern states
declined to 71 and the 1918 percentage was never again
recovered. Similarly, in 1921, the year before the big
strike of 1922, the four union states produced 69.5% of
the combined output and the non-union states 30.5%.
The loss of operating time in 1922 because of the strike
amounted to 105.7 days per man employed in the North-
ern states, whereas in the two Southern states the loss
was only 35.9 days per man employed. The result was
seen in the percentage of coal coming out of the Northern
states declining from 69.5 to less than 64 and again the
Northern states never recovered their 1921 percentage.
In 1926 the Northern states produced approximately 57%
of the combined output and the Southern states 43c%.
During the strikes of 1927 the North lost 84.5 days per
man employed, while the South lost less than half a
day per man employed. The output of the North de-
clined to slightly more than 50% of the combined output,
and again we find that it never recovered its 1926 per-
centage. In 1931 the Northern states produced 55.5% of
the combined output. During 19:,2 the Northern states
lost 38.4 days per manl employed because of strikes, while
the southern states lost only .6 of one day. Again the
Northern states dropped, his time to 52.8, and again it
never came back to 1931 percentage.

The shifting of production from one area to another
not only affects the fortunes of the individual operators,
but has serious social consequences in the territory ad-
versely affected, which means loss of capital to investors
in abandoned coal mining properties, loss of employment
for labor, and the loss to society of the coal left in the
ground in the abandoned mine, most of which will never
be recovered. In the territory which is adversely affected
by the shiftingll of production there are also reat indirect
losses to local businesses and local industries, financial
institutions and railway carriers, all of which naturally
developed with the growth of the coal mining industry
within the district and all of which suffer a loss of busi-
ness and of income as a result of the diminished activity
of the local mining industry.

Consumers also have a tendency to prefer a con-
tinuous assured source of supply, and non-union supply
was not threatened by strikes to the same degree that
union supplies were threatened. This caused customers
who shifted during the emergency from union operations
to non-union operations to continue to give their business
to the more assured supplier.
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Many efforts have been made in recent years to con-

trol the competitive condition in the industry.
During the latter part of 1931 there was a great deal

of discussion among coal operators and State and Na-
tional officials ith reference to the desperate condi-
tions in the coal industry. In the summer of that year
Secretary of Commerce Lamont nd Secretary of Labor
Doake of President Hoover's cabinet had a meeting
of operators in Washington, D1. C. They discussed with
the coal operators the necessity of taking some action to
improve the condition of the industry. After consid-
erable discussion it was the views of the Secretaries of
Commerce and Labor that there was nothing they could
do to assist in the situation, except to recommend to
the producers that they endeavor actively to work out
their own problems. Following this, the Governors
of various States discussed the matter with coal pro-
ducers in their respective States and Governor Samp-
son of Kentucky had several meetings with operators
of Kentucky and operators from adjoining and com-
peting states.

In October, 1931, Governor Conley of West Virginia
called a meeting of coal operators at Charleston, West
Virginia, for the purpose of discussing the situation in
the coal industry in West Virginia, and also the advisa-
bility of his participating in conferences with the Gov-
ernors of the important coal-producing states east of
the Mississippi River, to see if anything could be worked
out within the states to improve conditions in the coal
mining industry. At the conclusion of that meeting it
was the view of those present, including Governor
Conley, that the matter was one that would have to be
handled by the producers themselves. There was dis-
cussion of limitation of production in the states by agree-
ment, and of the question of the states themselves enter-
ing into an agreement for uniform legislation to limit
the production of coal. It was generally agreed that
this was impracticable, if not illegal. A committee of
operators was appointed at that meeting who arranged
with Mr. C. E. Bockus, President of the National Coal
Association, to call a general meeting of coal producers
east of the Mississippi River, in which territory is pro-
duced about 90% of the National bituminous coal out-
put. The meeting was held in New York City on October
21, 1931, and a number of plans were there discussed
looking toward the stabilization of the industry. As a re-
sult of that meeting, and subsequent meetings, it was de-
cided to attempt the organization of so-called District
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Sales Agencies. One of he first of these sales organiza-
tions was Appalachian (!oals, Inc., which was organized
by a group of producers in the Southern hi1gh-volatile coal
fields. After the organization of Appalachian Coals, Inc.,
and before it had opportunity to function, an illjunction
suit was brought aainist it by the U. S. Attorney General
on the ground that the organization was in violation of
the Sherman Anti-Trust Act. The trial court sustained
the Government's contention, but this decision was re-
versed by the United States Supreme Court in March,
1933, and thereafter Appalachian Coals, Inc., was ac-
tively organized to do business and continued to func-
tion until some time during the winter of 19:33-1934.
The inherent weakness in a district coal sales agency is
that it involves the production of coal in only a limited
area and in the nature of the case cannot affect or stabil-
ize competition between it and producers in other com-
peting coal fields. It has been aptly said that if district
coal selling agencies were generally organized, and in
the absence of their regulation by Government, the in-
dustry would then be organized for warfare between
large armies under expert leadership, and( that the re-
sulting battles would be ever more bloody and destruc-
tive than the guerilla warfare which has prevailed
in the industry during the past twelve years.

When the National Industrial Recovery Act became
a law in the summer of 1933 and a Recovery Adminis-
trator was appointed coal operators from all over the
United States were called to Washington to work to-
gether with the National Recovery Administration and
the United Mine workers in formulating a Code of Fair
Competition and a wage agreement. The Coal Code
and the first Appalachian Wage Agreement both became
operative on the same day, namely, October 2nd, 1933.

The N. R. A. had a most beneficial effect on the in-
dustry. It increased and stabilized the price of coal;
it increased and stabilized wages; it made it possible
for the industry as a whole to earn a small profit in the
year 1934, the first in ten years. When Congress had
under consideration the extension of the National In-
dustrial Recovery Act for a period of two years, the
proposal had practically unanimous support and ap-
proval of the Bituminous coal mining industry. Under
the N. R. A. Coal Code there was a great contraction
in the difference between the price of coal sold to in-
dustrial consumers and the price of coal sold to retail
coal dealers for consumption by householders. Prior to
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the N. R. A. Coal Code it was not uncommon that the
price of industrial coal F. . . the mines was $2.00 and
more per ton below the pice for household fuel. Under
the N. R. A. Coal Code this price differential did not av-
erage more than 7c a ton. During the existence of the
N. R. A. Coal Code, an agreement was made between the
subdivisions of D)ivision No. 1 (comprising practically
the entire Appalacelian area) under which prices were
to be so coordinated that each of the subdivisions would
receive approximately a certain predetermined per-
centage of the aggregatle volume of production within
that area. This plan was in effect from June, 1934, un-
til May, 1935, and was worked out witlh remarkable
accuracy. Each of the affected subdivisions had an out-
put approximately equal to the percentage agreed upon,
although naturally there were some slight variations
from the exact fie'ures. Since the termination of the
N. R. A. on May 27th of this year, although mine wages
have held up and were actually increased effective Oc-
tober 1st, 1935, prices have greatly declined, so that
losses from current sales are ow greater than during
the depths of the depression in 19')2 and 1933.

There is no difference between coal mined in one
state and coal mined in another sate, so far as competi-
tion at any particular destination is concerned, if the
coal is delivered at the same price and is of the same
quality. From the standpoint of competition there is no
separation or distinction as between coal produced with-
in the state of consumption and coal shipped to such
state from fields in other states. The consumer has no
interest in the fact as to whether the coal which he
consumes is produced in Pnsylvaia or is shipped
into Pennsylvania from West Virginia. He is interested
only in price and value. This is demonstrated by the
large amount of coal shipped from other states that is
consumed in the large producing states of Pennsylvania,
Ohio, Indiana and Illinois, as compared with the coal
mined in those states and consumed in the home state.

An example of this is the fact that rates on Bituni-
nous coal, established by State commissions, are
changed by the Interstate Commercee Commission if they
tend to give coal on the State rates preference over
coal moved on the intrastate rates. Numerous rates
of this character are established. The fact is that prac-
tically all Bituminous coal rates arc subject to regula-
tion by the Interstate Commerce Commission in order
to maintain fair competition by the railroads moving
coal into consuming points. The same situation, as
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exists competitively between railroads for the transpor-
tation of Bituminous coal, exists among the producers
of Bituminous coal, who seek to sell coal at a given des-
tination. I intrastate prices can be maintained on a
lower basis than interstate prices, it would eliminate in-
terstate coals from competition, the same as if an inter-
state freight rate were substantially higher at a given
destination than the intrastate freight rate. If the coal
is put out of line on the basis of delivered cost with a
competing coal, it will, of course, lose the market, in
fact will not have any opportunity to participate in the
market.

Theoretically, an in(lustry will adjust itself through
the operation of supply and demand, by the speedy
elimination of the most inefficient producers, who are
unable to compete. But in the coal mining industry,
this does not happen because of the great resistance
on the part of even the least efficient producers to closing
down their mines. A coal mine represents a large invest-
melt, averaimn, between $3.00 and $4.00 per ton of an-
nual developed eaacily. The cost of maintaining a mine
which is closed down is prohibitive, ranging from 15c
to 25c a toni of annual capacity, so that the unfortu-
nate owner is better oft to operate his mine at an actual
cash loss at 1c to 20c a ton. The operator is practi-
cally forced to continue to operate his mine until his
working capital has been entirely wiped out by losses,
since his only alternative is to abandon his property and
once and for all time sustain the loss of his entire invest-
ment. If the industry is not regulated through price
control, and the resulting stabilization of wages, as con-
templated under te Bituminous Coal Act of 1935, there
will inevitabl)l- follow the destructive price-cutting
and intolerable wage-eutting, as in the past. If carried
on to its final and logical conclusion, the result would be
that a very large majority of the operators in the indus-
try would be eventually bankrupted and only the strong-
est units would survive and ultimately be in control of
the industry. However, this liquidation would extend
over many years, would result in the ruin of entire com-
munities that would succumb in the struggle, and would
pauperize coal mine labor during the entire period of
the conflict. That this experience would continue over
a long period of time is apparent from the fact that the
industry went through a ten-year period of extensive
liquidation from 1923 to 1933, and at the end of the ten
years it was more demoralized than at any time during
the period. Eventual stability under unregulated com-
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petition would be achieved, but at a prohibitive cost of
human misery and destruction of property.

As an alternative, it is essential tat some bottom be
established, beneath which the price of coal cannot fall,
in order that the efficient operating ullnlits i the industry,
ready to supply the pub)lice at all times with eoal at a
fair price, wbile paying coal mine labor fair wages, may
be kept in operation. The price-fiximg' provisions of the
Bituminous Coal Act of 1 935 provide this solution.

The testimony of II. L. F\IN)LAY, aditted in evi-
dence under the stipulation is s follows:

I am vice-p)resident of te Youghiolghenv and Ohio
Coal Company which owns and operattes mines in West-
ern Pennsylvania, Ohio, and Soutlhe r Wesl Virginia,
and which owns and operates docls on Lake Superior
and Lake Michigan a(nd at Bri(llgepor t, (omlectieut. I am
also president of the Simpson (eek ollieries Company
of Cleveland, Ohio, with operal ions i N ortlheIrn West Vir-
ginia. I have been in tlhe coal blsiuess over 30 years
anid ave been vice-lp)residelil of the Youghioghenly and
Ohio Coal Company since 1915.

Our companies distribute coal from tidewater through
New England, from our (locks it o Wiseonsin, Min-
nesota, North and South Dakota, and Idahlo, and by
rail into New York, Pennsylvania, ()hio, Miehigan, and
Indiana.

Most of the coals in the ppalactlian area are inter-
changeable as to use; that is most of tlhemn can be used for
steam or domestic and general purpose coals. Even the
special purpose coals, such as hig LI grade gas coal or by-
product coal, while they are required or ertain uses
can also be used for steam or domestic purposes. In
effect, therefore, any of the Appalalchian coals are in
competition with all other coals in all markets east of
the Mississippi iver. On the Great Lakes there is
a volume of business amounting to about 35,000,000 tons
a year, for which practically all the mining districts
in the Appalachian area compete.

Prior to 1924, the districts in which we operate, par-
tieularly Western PennsylvIania and Ohio, were able to
fairly well meet their competition from the unorganized
fields because up to that time, for the most part, the wage
scales, taking into consideration te various conditions
in the various fields, were relatively in balance, so that
we were able to compete on a reasonably fair basis.
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However, starting with April 1, 1924, when the Jackson-
ville Wa\'le Areement went into effect, and which ap-
plied only to the organized coal fields, the unorganized
fields immediately commenced to reduce their wages, and
the competition from the unorganized fields became more
intense from year to year and resulted in the diversion
of very large tonnages from the organized fields to the
unorgani zed.

This condition made the competitive condition even
more severe because of the fact that as a mine loses ton-
nage and has less operating time, its cost correspond-
inglv increases while the mines that can secure the
business and better operating time correspondingly re-
duce their costs. Therefore, as the tonnages shifted
from the organized to the unorganized fields, the ability
to compete on the part of the organized fields became
more difficult from year to year. To illustrate what I
mean, in Western Pennsylvania our tonnage was ap-
proximalely half, in 192)4, what it was in 1923. It con-
tinued about on that basis until the expiration of the
Jacksonville Wage Agreement, March 31, 1927, at which
time our' mines were put on an open shop basis. Immedi-
ately, upon doino that, we commenced to get our ton-
nage back, and, by 128, produced approximately the
same tonnag'e in Western Pennsylvania that we did
in 1923.

The progressive decline in price could only be met
by cutting wages because wages are the only cost ele-
ment subject to appreciable reduction. Labor costs ap-
proximate 6% to 65%/ of the total cost of production
and the balance o the cost item consists of such factors
as taxes, workmen's compensation, depletion, royalties,
material and spplies, the cost of which a producer can-
not control. The result is that when he gets into a fierce
competitive situation the only thing he can do is reduce
his wages.

The consumer is interested in the price at which the
coal is delivered to his plant or to his home. The two
main factors which make up the delivered price are the
price at the mines and the transportation charges. If
there is a reduction in either one of these items it will
result in diversion of tonnage from one producing area
to another as in most cases a difference of a few cents a
ton will result in a consumer shifting his source of
supply. Since he freight rate is fixed the only part of
the delivered price which is subject to competition is
the mine price, and the only part of the mine price which
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can be controlled by the ind'Yidual producer is the labor
cost.

In order to meet thile competitionll referred to, wAe re-
duced our minimum inside day waoe i 1928 from $7.50
to $5.00 per day and the loading' and ctting rates were
reduced relatively the same amountl. e Siarteed out onl
this 5.00 basis when we went open shop, and(l that con-
tinued until about the spring of 1929, wlen, de to com-
petition not only from the non-unioln lnes inl the South
but also from mines in the same and neighboring dis-
tricts that had also gone open shell i ,ot o a point at
which individual companies, i order o secure a piece of
business would take tat business b(lo\w cost and t ien o
back home an(d reduce their w'es to a point which
would enable them to at least get tleir eost out of that
business. This condition resulted in (ai to' for the rea-
son that you never could tell what our nieoig'hbors were
paying their labor, and when voi bd ou piece of busi-
ness, you could not tell wletlier ot ¥ Iodl e within 5c
or 50c per ton of the price thatl w\\-oild ae ti business.
As a result of these conditions anld ile noure inenise
competition which developed atel the depression started,
the cutting of wages reached a poilt where, in many of
the mines in Wecstern Pennsylvania and ()hlio, he rates
got down as low as from $2.00) to $3.00() per day. Our
company was obliged, onl account of tese onditions, to
make at least six successive wage cuts.

This condition continued until, i 1932, there were
numerous strikes in Western Pennlsyl\ania and Ohio on
the part of the open shop miners to lry ad force an in-
creased wage on which hey could live. TIl iousiclering
this matter, you must also take into onsideration the
fact that the miners did not work every dlyv -ut did not
average, in our district, in excess of tliree da ys per week,
which would mean that with the low wages prevailing
in 1932 and the early part of 1933, a miner would not
earn more than $6.00 to $8.0() per week, on which to
support himself and his family.

This condition continued until te inception of the
Bituminous Coal Code on October 2, 1933, at vhich time
practically all the mines in the Appalachlian area became
unionized and the wages were advanced to a point where
the miner has some chance of making a fair and decent
living.

In spite of the continued wage cuts, our company
and the other companies operating i the same area were
not able to operate their mines at a profit. In fact, the
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industry as a whole operr'! ed in red from 1924 until
the inception of the Bituminous Coal Code on October
2, 1933.

Commening with the ieption of the Bituminous
Coal Code, our compaLv and the other companies oper-
ating in the same area were ble ab to pay their labor a
fair wage and also oblain a profit on their coal. That
condition onutine(l until the Schechter case decision.
The waes under lthe ('ode cried tlhroml until October
1, 1935. The prices nilder the Bituminous Coal Code
were maiilainled fairl- well ior about one ear. It then
became evident that there w ias to 1he no effective enforce-
menlt of prices, and mllay collpanllies sold coal below
Code prices in their fforl to secure business ad operate
their mines to the ullest extent possible. This became
progressively- worse, amid by the spring of 1935 there
was very little observance, of the (Code. This was due
primarily to the lac" o eforcellmenlt.

After he demise o the N. R. A., the coal industry
went back to its old vicious practice of practically un-
limited price-cllting'. This has become progressively
worse until, today, oal is being sold in many districts at
prices from 25c to 1.00 per ton below actual cost.

The inevitable result if this condition continues is
that it will be impossible for the industry to pay the
present waes. The econonie situation will force reduc-
tion of wages and will ring the industry back to the
conditions that prevailed from 927 until (October 1933.
These evil conditions will return irrespective of any im-
provement in general business conditions, as illustrated
by the fact that in 1929, the ear in which business gen-
erally was in a highly posl)erous condition, the coal
industry generally was greatly depressed.

In my judgment this downward trend cannot be
stopped by any action by individual States because the
pressure of competition from other States makes such
action impossible. or can it be stopped by voluntary
action, such as the formation of marketing aencies by
Appalachian Coals, Inc. y comipalnyv has been a mem-
ber of Appalachian (Coals until the recent months. Our
experience has 1been that the districts outside of Ap-
palalchian Coals which fixed the lowest prices, really
fixed the price for Appalachian Coals. Even if a simi-
lar organization existed in all of the major districts the
situation could not be controlled any better within those
districts than Appalachian Coals has within its own
district.
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The pressure of the competitive situation results in

uneconomic mining of coal. A good deal of coal is left
in the ground which, under more favorable conditions,
would be taken out. Such coal is permanently lost and
can never be recovered. If the idislrv- were to be stabil-
ized producers would have an opportulillty to mine the
coal in a proper manner as the proceed into their work-
ings and prevent this waste.

The most appropriate agency for imiliatinig price fix-
ing is a group representative of the producers in the
district. These persons are most familiar with the sit-
uation in the district and with thle comlpeolition which
they have to meet. It would e impracticable, if not
impossible, for a central goverum eil ageyev lo initiate
prices due to the great complexity o the itlation. Co-
ordination by a simple agency of ths,,e 1)lires i neces-
sary in order to stabilize competitive relationships be-
tween the districts and to maintain an eal opportunity
to compete in economic markets.

The testimony of GEORGE W. REED, dmitted in
evidence under the stipulation is ts follows:

I am a director and vice president of the Peabody
Coal Company whieh is one of the lar-Best coal producing
companies in the United States and bv itself and sub-
sidiaries operates mines in Okllahom(, Illinois, Indiana,
West Virginia and in Harlan County, IKentucky. The
largest interests of the company are in Illinois. I have
been connected with the coal business for 32 years and
with the Peabody Coal Company for 19 ears.

Generally speaking, very few of tlhe coal producing
companies in Illinois have been able to show any profit
during the last eight ears. The decline in production
and profits began in 1923 and continued to 1923. The
situation was at its worst just before the enactment of
the National Industrial Recovery Aet. The effect of the
N. R. A. Code was to improve conditions materially in
Illinois. During recent years the bulk of Illinois coal
has been marketed in Illinois, Iowa and Missouri, and is
shipped to some extent to 13 other states in direct eom-
petition with coal mined in 15 producing states. It meets
coal from those states in the follownig consuming mar-
kets:

Alabama coal in Tennessee, Mississippi, Louisiana,
Arkansas, and Missouri.
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Tennessee coal in ndian-i, MAliehigan, Illinois, Iowa,

Wisconsin, Minnesota, Nortlh Dakota and South Dakota.
ELast Kentuckv coal1 in Indiana, Michigaii, Illinois,

Missouri, Iowa, Nebraska, Wisconsin, Minnesota, North
Dakota and South Dakota.

West Kentuckly coal in KenlLucky, Tennessee, is-
sissippi, Louisiana, Arkusa, IissoLri, Nebraska, Iowa,
Minnesota, North Dakota, Slt Dakota, Indiana, Mieh-
ig'an, Illinois and Wisconsiii.

Aest Virginia coal in Iin(diaa, Michigan, Illinois,
Iowa, Missouri, Neliraska, MAinlnesota, North Dakota,
South Dakota and isconisin.

Virginia oal i (iaa, Michigaan, Illinois, Iowa,
Missoliri, Nebraska. Al inesota North Dakota, South
Dakota and WAisconsin.

Ohio coal in MAichian, Viseonsin, Minnesota, North
Dakota, South Dakota and Idiana.

Western Pennsylvania oali in Wisconsi, Minnesota,
North Dakota and Sonh D )akota.

Indiana coal i Indiala, Aichigan, Illinois, Iowa,
Missouri, Nebraska, WVisconisin, Minnlesota, South Da-
kota and North Dakota.

Iowa coal in Iowa, Missouri, Nebraska and Minne-
sota.

Missouri coal in Missouri, Illinois, Iowa, Nebraska,
South Dakota and Kansas.

Kansas coal in Missouri, Iowa, Nebraska, Kansas and
South Dakota.

Arkansas coal in Arkansas, Missouri, Iowa, Nebraska,
Kansas, Minnesota and South Dakota.

Colorado coal in Nebraska, Kansas, Iowa and South
Dakota.

Wyoming coal in Nebraska, Kansas, Iowa, North
Dakota, South Dakota and Minnesota.

North Dakota coal in North Dakota, South Dakota
and Minnesota.

Illinois coal is not in direct competition with that
produced in Marylhand, Central Pennsylvania, Michigan,
Montana, Utah, New Mexico, Idaho and( Washlington, but
coals with which Illinois does compete directly are in
direct competition with coal from these producing States.

Illinois coal can be, and has been, used for every
known purpose. Whether it is selected by buyers in 16
States to which it moves, depends edntirely upon results
obtained from its use, and the price at which it can be
delivered to the consumer.

A coal operator will continue operating while losing
money because there is always the hope of losing less by
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operating than by closing. Operating some of the time
tends to reduce the loss.

Conditions which are peculiar to the coal mining in-
dustry geatly increase and itensify competition in the
sale of coal. Steady rutingi, time decreases the average
production cost in a g'reater ratio than in almost every
other industry. The difference in operating time be-
tween 2 days per :week a 5 d-ys per week results in a
ver-y great saving in the avera' ) producetioln cost per ton.
At our largest mines in centrall linois producing 5,000
or more tons per day, the differeee i cost between 8
days and 20 days per IlOnlth irnnin' time is 30 cents per
ton; at another roup inl the sanme locality, in mines pro-
ducing about 2,000 tons per day, the reduction in cost
is 41 cents per ton; and at a mne which we have been
operating in ()Oklalhoma, Witlh a pod(11(tiou of Gt0 tons per
day, the difference is 70 cents per ton.

During the last 9 months of ile year 1934, idle days
at Peabody (oal Comnpaln\ 's 12 Illinois mines which were
in operation, not including' lose \\which did not operate,
cost 6()7,57 .8l, exclusive o taxes, insurance, deprecia-
tion and the other fixed charges, which amounte( to
13.6 cents per toi o their Illinois production of 4,461,000
tonls during that period.

This large cost gives a tremendous incentive to the
producer to move some of his produel:ion at almost any
price. He may start selling his coal at a price based on
four days a week production but encounter some diffi-
culty in selling the last two days' production, and with-
out regulation will make prices ol those last two days
of production onl which no producer could exist and pay
living' wages.

A coal miine cannot be closed and left to take care of
itself. There are two methods of handling a mine which
is not in operation. One is to endeavor to keep water out
of the mine, and a flow of air through it, which involves
power costs and the expense of pullnipren, electricians
and others, and the other method is to seal the mine and
have temporarily only the expense of a watchman. The
cost of placing a sealed mine in operating condition far
exceeds the cost of maintaining it temporarily, and a
mine is seldom sealed unless it is no\wn whenI the mine is
closed that it will be down for several years.

Another objection to the closing of a minie is the loss
of experienced and trained men in the organization, such
as superintendents, foremen, top and bottom bosses, who
cannot be easily and readily replaced by another trained
organization.
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Except during short periods of abnormal conditions,

such as those created by labor troubles, railroad car
shortages, war, the tend(lency of coal prices with un-
restraine(d comnpel it ion is always downward. Price re-
ductions are never ept secret. Each price reduction
is met by ompetl lg producers, and the tendency is
towards a conlstanlly reduced schedule of prices, and the
field or produe (IuoiiIg' the lowest prices secures the
market regardless of cost of product.

A price niade o one car, or one ton of coal, quite
often aieets tlhe prices onil several hundred carloads.
Prices made on suchl coal for delivery today will affect
the prices on competing coals for delivery over several
weeks.

The police a m of coal hauled from a local wagon
mine into almost ay community will affect the price
which can be secured for coal which has moved interstate
to dealers handling coal in the same community.

Price reductions intensify competition temporarily,
but if continued may entirely eliminate competition. An
outstanding examll)le of this is the north half of the
State of iMinlesola and the east half of the State of Wis-
consin. As a result of continuous price reductions on
one hand and railroad rate increases on the other, those
sections which formerly purchased large amounts of coal
shipped all rail now rely almost entirely for their coal
supply o the d(ocks on Lake Michigan and Lake
Superior.

Wagtes constitute 60% or more of the total cost of the
production of coal. The costs of coal in the ground, ma-
chinery, equipment and supplies are fairly stable, and
a producer has no control over the cost items of power,
Workmen's Compensation, taxes, insurance, depreciation
of plant and equipment, and depletion of coal acreage or
royalty. The other cost items, except labor, are sales,
administrative and general expenses. These latter items
have all been cut to a miimum. The only item in which
appreciable reduction in cost can be secured is that of
labor, with thle result that, without some stabilizing
influence, coal is produced, sales are made and markets
obtained throuIb slashes in wage scales or lengthening
of hours of employment, which produce low labor costs.
With the necessity of meeting low prices, established as
a result of low labor costs, competing producers are com-
pelled to reduce their labor costs, and, in the absence
of some restraining force, there is a constant lowering
and further lowering of wages. These lower wage scales
are sometimes reflected in hourly rates; at other times
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by charges for house rents, household supplies, medical
services, etc. The result is a constant lowering of wage
cost to meet the constant lowerillng of sales realization.
It is really a process of selling human lives and labor.

The one restrainingl influence against lowering of
wages below that which will produce a fair scale of liv-
ing, other than the desire of many operators to pay a fair
living wage (which has, to a large extent, been ineffective
due o the iflexorab le 'ssure of eollmpetition), has been
unionization. Most strikes i the oro'anized districts
have been caused by attempts of producers to secure re-
ductions i wage scales and the leugthenin- of hours
to place them in position to meet prices made by opera-
tors in unorganized(l districts paying lower wages and
working longer hours, or through resistance onl the part
of operators in organized districts to granting increases
which would throw their wage scale and costs further
out of line with those of competing operators. The last
strike, in September of 1935, was caused by the pro-
ducers' refusal to grant increases on account of the
extremely low prices which have been made throughout
the country since the aandomnent of the Bituminous
Coal Code under the N. R. A.

I know that in the latter part of 1932 and in the early
part of 1933 in the Harlan County, Kentucky, field, wages
were as low as $1.50 for a 13-hour clay for outside labor,
$2.00 for inside labor, and $2.25 for skilled labor. A
subsidiary of the Peabody Coal Collmpalny, which operates
two mines in Iarlan County, was paying $4.00 for skilled
inside labor, $3.50 for unskilled inside labor, $4.00 for
skilled outside labor, and $2.50 for unskilled outside
labor. We decided not to make any further reductions
in the wao'es being paid by us, and, since by reason of
the extremely low wages paid by other companies they
were able to sell at much lower prices, we were forced
to close one mine for the entire year of 1932 and the first
seven months of 1933. Our company's losses in that
period amounted to $333,000. The tonnage of these
mines decreased from 1,125,000 in 1929 to $465,000 in
1932. All of the tonnage thus lost would have been sold
in interstate commerce.

The testimony of FIRED S. McCONNELI,, admitted
in evidence under the stipulation is as follows:

I have been in the coal business twenty-five years and
I am now vice-president of the Enos Coal Mining Corn-
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pany, with mines located at Oakland City, Pike County,
Indiana. Our production is about 900,000 tons per
year.

Our coal is shipped into Indiana, the Chicago dis-
trict, northern Illinois, eastern Iowa, Wisconsin, Michi-
gan anld )limesota. Within the State of Indiana we
meet ompl)etition from Illinois, West Virginia, eastern
Kentucky, Ohio, Pennsylvania, western Kentucky, Iowa,
Missouri and to some slight extent front Arkansas and
Oklahoma. !

All oal destined for railroad shipment is immedi-
atelv loade(l into railroad cars when it is produced.
There can be no production unless railroad cars are avail-
able because there are no storage facilities at the mine.
Substantially all of our coal is mined after we have re-
ceived orders. This is generally true in Indiana and
throughout the coal industry, as far as I know.

Aside from cerlain special purpose coals and the cer-
tain limited aonil of coals used for domestic purposes,
the bituminous coals from the various producing areas
are of sufficielltl similar characteristics as to permit
their being used interchangeably, and the delivered
price per heat unit contained in these coals is the de-
termining factor of their use. This situation causes
keen competition among coals from many producing
areas in most onsmnming markets.

Owing to the pressure to sell coal and to keep his
mines running, each operator, through his sales organiza-
tions, constantly is pressing his coal upon the purchaser.
Steady running time at the minimum is a factor in low-
ering production costs. The operator therefore figures
that he can take additional business at a lower price in
order to give his mines steadier running and still be bet-
ter off than he would be without the business. He there-
fore cuts the price and another operator, in order to hold
the business, makes a still further cut in price. Inas-
much as wages are the largest single item of the cost of
producing coal, the operator who takes business at a
lower rice imnediatelv resorts to the cutting of wages
as the most effective way of cutting his cost of produc-
tion.

In areas where no collective bargaining agreements
existed, it was the practice for operators, in their strug-
gle to get business in order to keep their mines running,
to cut the price below the cost of production. In order
to obtain sufficient money to keep the mines in opera-
tion, they would offer their men a lower wage with the
explanation that the business was made possible only by
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price cutting and that unless the men accepted the lower
wage there would be no work. The men, under the lash
necessity, accepted the cut. Soon aother operator in
the same district or elsewhere would make another and
greater cut in prices and repeat the samine process with
his men. This practice of wage utting worked in a
vicious circle, and resulted in thle inen accepting wages
which were below the subsistence level aInd in many
operators becoming bankrupt. Tis rage cutting did
not work so disastrously in dish rieals under collective
bargaining agreements, but the cillin' of wages in the
non-union districts resulted in the latter districts secur-
ing a larger and larger propolitLoo of t!i -ousiness. Thus,
Indiana remained unionized to a great extent from 1923
through 1933. In consequence of wge cutting in the
non-union districts which conipeted(l \xih it, the tonnage
produced by Indiana fell from over 26,)00,0)00 tons in
1923 to 16,379,000 tons in 1928. During that same period
the tonnage of the State of Kentueky rose from some-
what over 44,000,000 in 1928 to over (6,000,())0 in 1928.
The chief cause for the decline in the prodlucltionl of In-
diana during this period was the competition of the
non-union areas.

In the past there has been a general disinclination on
the part of most operators to accept unionization of their
mines. In large part, this has been due to the competi-
tion with non-union mines which were able to reduce
their wages and change their working conditions when
it seemed necessary. It is very difficult to maintain a
union in one state when a state which is conipe!iing in the
same consuming markets s running non-union. Like-
wise, it is difficult for a district within a state to re-
main union when a competing district is nion-union.
The result has been that the number of non-union dis-
tricts steadily increases, as well as the number of non-
union states, as long as part of the industry is unionized
and part is not unionized.

To give one specific illustration: Our company used
to have a very considerable business in the City of Ev-
ansville, Indiana. Owing to the fact that many of the
mines in the immediate vicinity of Evansville broke
away from the union and operated non-union at a lower
price and owing to the fact that western Kentucky has
been paying a lower wage rate than the union rate of
Indiana, we have lost entirely the business that we had
in Evansville. The coal which we sold in Evansville
we now have to seek other markets for, largely outside
the State of Indiana.
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The competitive price wd wage cutting which went

on in the years following the World War drove the
industry further and further into a state of clemoraliza-
tion. With the adoption of the Bituminous Coal Code
under the National Industrial Recovery Act, conditions
became stabilized for the first time in many years, and
many companies in Indiana were able to earn a profit.
The experience under the N. R. A. Code is a convincing
demonstration that the conditions in the industry can
be improved if competition is regulated. Since the end
of the N. R. A., there has been a constant reduction in
price and cut-throat competition has reasserted itself.
In Indiana a reduction in price of at least 35c per ton
has resulted.

It would be impossible to regulate interstate prices
of coal without at the same time regulating intrastate
prices. Under open competition there can be no such
thing as an interstate and an intrastate price in the
coal industry. If intrastate prices were lowered, they
would immediately lriin a down he interstate price.
This can be illustrated as follows: ()perator A, mining
coal in Indiana, may quote a low price to Consumer B,
operating a factory in the State of Indiana, in an en-
deavor to take this coal business away from Operator C,
mining and producing coal in western Kentucky and
shipping to Cotsumer B in Indiana. immediately, in
order to hold the business, Operator (C in Kentucky will
reduce his price. It is therefore obvious that the Indiana
coal operator cannot reduce his price to intrastate busi-
ness without an immediate and disastrous effect upon
the interstate business of the western Kentucky opera-
tor.

The testimony of PHILLIP MURRAY, admitted in
evidence under tlhe stipulation is as follows:

I started working' in the coal mines when I was ten
years old in 97. I have been connected with the coal
business ever since, either as a miner or as an officer
of the United Mine Workers of America. I have been
an officer of the United Mine Workers since January,
1913, and at present am International Vice President of
the Organization.

When I became an officer of the United Mine Workers
of America in 1913, collective bargaining in the coal min-
ing industry was based upon an interstate relationship
that existed between the producing states of Illinois, In-
diana, Ohio and Western Pennsylvania, this field being
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known as the Central Compa!tilivc Fi ld. The territory
embraced some 200,000 coal minter. Wages arrived
at as a result of collective bargaining in the Central
Competitive Field were used as a asis for milling wage
contracts in all other unionized mine districts through-
out the United States. In other words, teyi were used
as a guide toward the determination of proper relation-
ships between all the producing' dist rits thlrou'-hout
the Nation. Four coal operators' assotia ions, one for
each of these states, and four disirict organizations of
the United Mine Workers participatie(d iln he makilg of
these contracts.

The method used in the determlia ,ii, on of the wage
agreements in the Central Competitive ield was that
the coal operators representing tle pu(cers of the
four states measured their ability o paN ihe wage rates
upon their ability to compete wi itt disIi-ts not parties
to the contract embracinglo he elnirl (ompelilive Field
and they usually insisted pi ior to arriving at an agree-
ment that whatever wage iereas s were wr-1it lenll into the
Central Competitive Wage Agreemenlt ouhl necessarily
have to be applied to competitors in oullving districts
not parties to the Central Compelitive Agreemient. In
the Central Competitive Field there was a uniform day
wage standard for what are known a "day workers"
and there was a uniform base rate for tomiage workers
mining coal in seams of about the same thickness. There
was also a tonnage level arrived at for thinner seams of
coal properly related on a competitive basis to the base
rate for the four districts.

Outside of the Central Competitive Field wage agree-
ments were negotiated for the Eastern Pemsylvania
District, the Maryland District, those portions of West
Virginia that were organized, certain por'tiois of Ken-
tueky that were organized, and the states of Kansas, MIis-
souri, Iowa, Oklahoma, Arkansas, Texas, Colorado, Wy-
oming, Montana, Washington and ),lichigan. Agree-
ments were made in these districts after the base agree-
ment was arrived at for the Central Competitive Field.

During the War an agreement was negotiated in the
Central Competitive Field containing a clause to the
effect that the contract as to wages, ours, conditions
of employment, etc., should continue during the period
of the War. After the Armistice in November, 1918, an
international convention of the United M-ine Workers of
America met and during the course of its wage delibera-
tions took occasion to declare that for all practical pur-
poses the War was at an end and therefore instructed
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the officers of the Internaliodial Union to request a meet-
ing with the coal operators of tile Central Competitive
Field for the purpose of considering modifications of te
then-existing Competitive Field Wage Agreement. The
operators refused to meet with the mine workers, con-
tending that the War was not ended. In October, 1919,
instructions to all a strike were issued i the Central
Competitive Field. Operators remained adamant in
their refusal, contending, as late as November, 1919, that
the War was sill on. Disag'eement ensued and a strike
was called. Attorney generalal Palmer o behalf of the
Government then stalled that the Federal courts would be
used to restrain the Uiilted Aline Worklers from engaging
in the strike in violation of the then existing Lever Act
and Federal Judge Anderson isued an iinjunction re-
straining the miners from striking. Thfe Policy Com-
mnittee met in Indianapolis and in obedience to the court's
order refused to strike. Subsequently he President of
the United States appointed( a commission known as the
Bitumiinous (Coal Cominission Niich conducted exhaus-
tive hearings in Washington. In January, 1920, the
Commission made an award granting the mine workers
an increase of 14% and a new contract for the Central
Competitive Field was entered into on that basis.

Subsequently, on M\arch 29, 1920, a joint conference
was held in New York which resulted in the formulation
of a joint interstate agreement which incorporated the
Commission's Award. This agreement was to be effec-
tive until March 1, 19229. As the expiration date of the
agreement approached efforts were made to begin new
negotiations. The miners extended invitations to the
operators to meet in a joint conference in Pittsburgh
January 6, 1922. Illinois and Indiana operators ac-
cepted the invitation but operators in West Virginia
and Ohio refused to participate. Because of inadequate
representation the meeting was called off. The mine
workers renewed their invitation to the operators to
meet in a joint conference on March 2, 1922. Upon
the non-acceptance of the invitation an official strike or-
der was issued and the strike began April 1st, For the
country as a whole 460,5S9 men, or 67% of the total
number employed in the industry, were involved in the
strike. The average number of days lost per man on
strike amounted to 117. The strike was 100% effective
in Michigan, Indiana, Illinois, Iowa and Wyoming.
Other areas which were almost completely shut down
(90% or above) were Central Pennsylvania, the Pitts-
burgh District, Ohio, Kanawha, Missouri, Kansas, Ar-
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kansas and Montana. Te result of this strike was a
joint conference held in Cleveland on August 7, 1922,
which resulted in a wage agreem-ent.

(Oin February 19 192'4, a joint conference, consisting
of Illinois, Indiana, Ohio and Westerin Pennsylvania op-
erators, was held(l at Jacksonville, Florida, which re-
newed the previous wage scale and was to e effective
until April 1, 1927. Soon after the signing of the Jack-
sonville Wage Agreement most non--union operators re-
duced the rates first to the 1919 scale and later to the
1917 scale or lower. The result of this wage cutting was
to give these operators a competitive advantage, en-
abling them to cut their price and bring about a marked
shift of tonnage from states north of the ()hio River to
the states south of the Ohio River. In 11927 when the op-
erators miet with te mine workers they insiste(l that
if they were going to make any contract in the future it
would have to be on such a basis that the producers in
the Central Competitive Field could compete with the
producers south of the Ohio lRiver. That means that
the eonltract would have to be predicated upon the wage
and hour talndards and the kind of con(litiois that pre-
vailed in inon-tnion territory. The insistence of the
operators in lowering wage standards brought about
a strike in 1927 which lasted in many districts until the
Fall of 1928. This strike involved the states of Illinois,
Indiana, Ohio, all of Pennsylvania and portions of West
Vil'rginia and Kentucky. Some 250,000 men out of 50,-
000 employed throughout the Nation were out on strike.
This strike terminated with the organization of mine
workers remaining intact in the states of Indiana and
Illinois but with complete disintegration of the organiza-
tion in Ohio, Pennsylvania and in the Southern states.

Subsequent to the termination of this strike the op-
erators began a war for markets which resulted in a
complete destruction of wage standards, lengthening of
hours of emplovymient and a continuous degradation of
conditions of employment. Continuous wage cuts were
undertaken so that in states north of the Ohio River the
wage rates for day workers which had been $7.50 a day
fell to as low as $1.50 per day for from 12 to 14 hours'
work. Inll the states south of the Ohio River wages
dropped to a miserable pittance-ill some places as low
as one dollar a day to from 14 to 16 hours work. These
conditions continued until the adoption of the Bitumi-
nous Coal Code under the National Industrial Recovery
Act in 1933.

Before the Code was accepted by the industry a joint
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conference of the United Mine Workers of America
and the coal operators of he Appalachian region was
had at Washington, at which time an agreement was
arrived at setting up a standard of eight hours per day
five days per week for the mine workers employed in the
Appalachian coal fields. A day wage standard of $4.60
per day for skilled men was adopted with the applica-
tion of an increase of lic per ton on the combined cutting
and loading wage for all tonnage workers, and an addi-
tional increase of 10%,/ on all ardage rates and defici-
ency work; the $4.60 rate to become applicable to states
north of the Ohio iver and creating a differential of
40c in favor of southern mining districts, or a rate of
$4.20 for skilled workers in states south of the Ohio
River. With a differential of 40c less per day than the
prevailing southern rate for the State of Alabama the
application of these rates to the Appalach-ian territory
established for the first time in the history of the bitumi-
nous coal mining industry a fairly competitive situation
between producers in this area. The rates were then
written into the Code and became a part of the law to be
administered by the National Recovery Administration.
This basis of wage standards, hours, conditions of em-
employment became effective October 1, 1933, and con-
tinued until April 1, 1934, when, pursuant TO the require-
ments of our collective bargaining agreement in the
Appalachian coal fields, another conference was had
in the City of Washington, at which time the hours were
reduced from 8 to 7 per day, 35 hours per week. Skilled
workers' wages were increased in states north of the
Ohio River from $4.60 to $5 per day, with the mainte-
nance of the 40c differential for states south of the Ohio
River, or $4.60 per day. Alabama continued to enjoy
a differential of 80c less than states north, placed on a
basis of $4.20 per day. Corresponding increases were
granted to tonnage workers and recognition of an ad-
ditional 10% increase on yardage and deficiency rates.
These rates were placed in the Code and continued in
full force and effect until May 27, the date upon which
the Supreme Court rendered its decision in the Schechter
case. However, with the lapse of the Code the wage
agreement continued, carrying with it the same wages
and conditions of employment until April 1, 1935.

No new contract was arrived at April 1, 1935, be-
cause the original conference which was held in Wash-
ington in February, 1935, to make a wage agreement to
supplant the one which was about to expire, had dis-
agreed. However, pursuant to the request of the Presi-
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dent of the United States the mine workers and opera-
tors agreed to continue the wage agreement in all of its
provisions and onditions until June 1., 1935, and at that
time at the urgent request of the (Government the agree-
ment was continued until Julv 1st and then until Sep-
tember 16 and then until Octob)er 2nd. (On the last date
a new contract was arrived at which provided for the
maintenance of a 7-hour day, 35 hours per week, with an
increase of 50'c per day for day men and an increase of
9c per to o all yardage and deficiency work. This
agreement was arrived at after a stopp)age which lasted
for a period of 7 days. The new agreement continues
until April 1, 1937. This is the so-called Appalachian
Agreement.

The basis for the last three national wage agreements
has been the Appalaceian Area including Pennsylvania,
Ohio, West Virginia Virginia, aryland, and a portion
of Kentucky and Tncssee. The Appalachian Area
supplanted the (Central tCompetitive Field as a basis for
collective bargraininug agreements because of the changed
competitive conditions. The Appalaclhian Area employs
some :31,00) men, producing 7% of the ation's ton-
nage. When collective bargaining agreements are en-
tered into the wage standards in the various areas are
usually based on the ability of producers in each of the
competing districts to pay the wages. Generally speak-
ing, producers in one producing area are not willing to
negotiate a collective wage agreement with their mine
workers without knowing the wages that will be paid by
competing producing districts. Thus, effective collective
bargaining cannot be maintained in one field if other
fields are operating on an individual basis.

While different wage scales are fixed for each district,
taking into account competitive conditions between dis-
tricts, it has been the practice for many years to fix hours
of employment on a national basis. Coal operators in
joint conference with the United Mine Workers of Ameri-
ca have always insisted that uniformity as to hours
must be maintained because it constitutes a very im-
portant factor in costs. During our recent Appala-
chian conference operators produced figures which pur-
ported to show that the transition from an 8-hour to a
7-hour day in the bituminous coal mining industry re-
flected an increase in cost of from 17c to 18c a ton.

The conclusion of a collective bargaining agreement
reduces or eliminates the major cause of strikes, namely,
the refusal to recognize the union. Also, collective
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bargaining agreements themselves contain provisions
penalizing so-called unauthorized strikes.

A checkweighman is employed by tilhe mine orkers
and paid directly by them for the purpose of seeing to
it that they receive honest wages for every pound of
coal loaded on miie cars. The employment of a check-
weighman imposes no burden on the coal operator. Coal
operators in nonunion territory have generallv refused
to permit mine workers to employ checkweighmnen. In
non-union coal territory mine workers have frequently
been deprived of their honest weight in amounts vary-
ing from 10% to 0% of the actual amount of coal loaded
on mine cars. This abuse became so chronic in the in-
dustry that it was the subject of several Federal investi-
gations and inquiries by state legislatures. The prac-
tice has been universally condemned and was but an
outgrowth of an insolvent business cheating its mine
workers to enable it to remain in the markets. It was a
concealed form of wage cutting for the purpose of gain-
ing a competitive advantage.

It has long been the practice in non-union mining
communities for companies to insist on employees occupy-
ing company-owned houses and trading in company
stores. The company-owned house and the company
store practice resulted in company-owned highways ad
company-owned towns. No meetings of any description
could be had by mine workers which tended to promote
trade unionism, civic betterment, improvement of health
standards, or any degree of political freedom without the
sanction of the company. Any coal miner who violated
the edict of the company in any of these espects was
summarily discharged and evicted from the company
houses. This practice was long prevalent in that portion
of the mining industry which was not organized and is
still in force and effect in some non-union mining terri-
tories. Furthermore, by the compulsory use of the com-
pany store and the company-owned house the operator
was enabled to charge higher rents and igher prices
than were justified. The operator employing these
devices was thus enabled to further sweat his wages and
thus secure a competitive advantage over other opera-
tors. These practices are in reality a peculiarly vicious
form of wage cutting. The mine workers have no objec-
tion to the maintenance of company houses or company
stores provided employees may exercise the privilege of
renting a house or dealing in a company store, or refrain-
ing from doing so. Wherever collective bargaining pre-
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vails in the industry these abuses connected with com-
pany houses and company stores have never been re-
sorted to by coal companies.

The testimony of F. E. BERQUIST with the exhibits
referred to therein and admitted in evidence under the
stiplaition is as follows:

I am head of the Bituminous Coal Unit, Division of
Review, National Recovery Administration. 1 have been
connected with the National Recovery Administration
since 1933. Prior to that time I was connected for a
nmnber of years with the Bureau of the Census and with
the United States Bureau of Mines. All of the charts and
tables hereinafter referred to in this statement were pre-
pared under any direction.

Chart No. 20, with accompanying table No. 20a, gives
the proportions of coal loaded for shipment of each of
seven coal producing sates with the aggregates of these
seven states, by ears, from 1913 to 1934. These seven
states are the leading producing states of the country and
represented 87%o of the total shipments for the United
States in 1933. The total shipments of the seven states
are taken as 100%, for each year, and the shipments of
each state are a percentage thereof. The shipments in-
elude only coal loaded in railroad ars and vessels and
barges and do not include tonnaoe taken b truck or
wagon, used at the mine, sold to local trade, taken by
locomotives at the tipple, or made into coke at the mines.
Tonnage loaded for shipment in the United States in
1933, amounted to 92% of total production; while for the
seven selected states, shipments were 93%/c of their pro-
duction. The data for this chart is furnished in the
Minerals Year Book, United States Bureau of Mines.

Several noticeable changes in the relative importance
of these seven states have taken place in the matter of
shipments since 1913. The proportions for Pennsylvania
and West Virginia have been nearly reversed. The
former state accounted for 40% of the aggregate ship-
meits of the seven states in 1913, as compared with 28%
in 1934, while West Virginia advanced from 20%c in 1913
to 33% in 1934.

Both Illinois and Ohio have lost in importance, while
Kentucky and Virginia have gained. Indiana shows
little change. The share of Kentucky advanced from
5.6% in 1913 to 12.9% in 1934.

Chart No. 21, with accompanying table No. 21a, pre-
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sents an index of tons loaded at mines for shipments and
realization, f. o. b., mine for selected competing areas
from 1923 to 1933, and also an index of average hourly
earnings for all miners for these selected competing
states for specified years between 1921-22 and 1933. The
particular states shown in this exhibit are:

Pennsylvania vs. West Virginia
Ohio vs. West Virg'inia
Ohio vs. Kentucky
Indiana vs. Kentucky
Illinois vs. Kenllucky

These states were selected for comparison because
they enter into competition with each other.

The average hourly earnings fioures for all men were
computed in the Bituminous Coal Section. The Bureau
of Labor Statisl ies reports data, by states, for all day
men and all tonnage mnen separately. These figures were
weighted by the proportion of men (as shown by the
Bureau of Labor Statistics), employed at tonnage work
and day work to arrive at a figure for all men.

This chart shows in general that with the reduction
in the differential in hourly earnings possessed prior to
1927 by the non-union Southern States and the resultant
breakdown in labor union agreements in the Norther
States during the period 1925-1927, shipments of South-
ern mines declined and Northern mines increased.

Data as to average hourly earnings are not available,
as the charts indicate, for the years 1922-1923, but it is
clear that very drastic reductions in wage rates were
initiated in the South during the years 1922-1924. From
1919, following the Armistice, to the year 1991, abnormal
post-war conditions in the industry prevailed-iade-
quate railroad facilities, car shortages, abnormal demand
and high prices occasioned by post-war industrial infla-
tion in this country and coal shortages in some European
countries.

These tendencies came to a head in the industrial
breakdown of 1920-1921. The resulting liquidation made
normal conditions again operative. Southern producers
seized upon these tendencies to deflate war-time wage
standards. Beginning with 1922 and extending through
1924, drastic reductions were made in Southern areas in
wage rates and labor costs, and the Southern wage dif-
ferentials against the North increased. This action by
the Southern areas, in turn, practically forced a break-
down of union agreements in the North, followed by wage
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reductions, which changed the pre-existing currents of
interstate commerce in coal.

By way of illustration, if reference he made to a com-
parison of the performance of Pennsylvania and West
Virginia, it will be seen:

1. Due to the breaking away of Pennsylvania from
the Jacksonville Areement in 1925 the average
hourly earnings of all classes of mine workers was
practically the same in 1926-1927 as it was in 1921-
1922.

2. In 1926-1927 the differential and hourly earnings
which West Virginia enjoyed over Pennsylvania
were reduced to 3.7 cents as against 10.3 cents in
1921 and 1922. B the year 1933 the average hourly
earnings in Pennsylvania were lower than in West
Virginia or 37.1 cents an hour in Pennsylvania as
compared with 38.3 cents in West Virginia

3. As a result of these changes in competitive position
the shipments of coal from Pennsylvania which had
declined by the end of 1924 approximately 20 per
cent from the 123 base, after 1927, because of the
withdrawal of Pennsylvania from the Jacksonville
Agreement increased rapidly, advancing 15 per cent
between the years 1924 and 1929.

4. On the other hand, the shipments from West Vir-
ginia during the period 1923 to 1927 increased 37.9
per cent, but after the collapse of the Jacksonville
Agreement in Pennsylvania rapidly declined.

5. There was a general decline in both states in value
realized per ton at the mine after the ear 1926,
undoubtedly due to the fact that the breakdown in
wage rates brought about lower costs and prices.

Similar tendencies were exhibited by comparison of
the performance of Ohio and West Virginia:

1. Due to the withdrawal of Eastern Ohio from the
Jacksonville Agreement in 1925 and the complete
collapse of the Agreement throughout the State
beginning April st, 1927, the average hourly earn-
ings of all classes of employees in Ohio in 1929 were
11/ cents lower than in West Virginia, as contrasted
with the differential in hourly earnings enjoyed by
West Virginia in 1921-1922, amounting to 12.3 cents
per hour.

2. As a result of these drastic changes in relative posi-
tions the index of shipments from Ohio, the year



198

F. E. Berquist
1923 being taken as 100, declined to 34.4 in 1928 and
increased to 56.1 in 1929.

3. On the other hand, shipments from West Virginia,
based on the year 1923 as 100, increased to 137.9
in 1927 but thereafter dropped to 131.7 in 1929.

Like tendencies are exhibited through a comparison
of ()hio with Kentucky. During the period 1921-1922,
Kentucky enjoyed a differential in average hourly earn-
in gs of is employees, as compared with Ohio, of 22.4
cents per hour. By 1929, however, te average hourly
earnings in Kentuciy were only 2.4 cents per hour lower
than in Ohio. As a result of these conditions the ship-
ments of coal b the Kentucky mines, which had ad-
vanced 57 per cent during the period 1923-1927, declined
rapidly while, as I have already pointed out, shipments
from Ohio rapidly increased between the period 1927-
1929.

A comparison of Indiana and Kentucky discloses
similar trends. In the period 19 21-1922, Kentucky had
a differential in average hourly earnings of its employees
of 29.6 cents aainst Indiana; duri g succeeding years
this differential increased to 45.1 cents per hour in 1927.
In the Spring of 1928 the Jacksonville Agreement rate
of $7.50 per day was reduced to $6.10 i Indiana and
later, in 1932, to 5.00 per day, with the effect of a
decline in the differential enjoyed b Kentucky over
Indiana to approximately 29 cents per hour. As a result
of these changes, shipments from the Indiana ines
increased during 1929 while a downward tendency in
shipments, as already pointed out, occurred in the Ken-
tucky mines after the year 1927.

During the period 1921-1922, the average hourly earn-
ings were 30.9 cents per hour less in Kentucky than in
Illinois. The mines in Illinois passed through the same
modifications of the Jacksonville Agreement as occurred
in Indiana, with the result that the differential in hourly
earnings possessed by Kenlucky declined to approxi-
mately 25 cents per hollr. This change in labor costs
have a stimulating effect upon Illinois shipments, which
advanced from an index of 57.9 in 1927 (1923 being taken
as 100) to 75.5 in 1929.

As to realizations, or prices realized at the mines dur-
ing this period, the break came first from the Southern
fields. due to the wide differentials which they possessed,
but throughout the period, from approximately 1924-
1933, the Southern States maintained a uniform position
of advantage over the Northern States.


