COTTON TARE,
SEPTEMBER 3,
1912, PP. 1-51



Published @ 2017 Trieste Publishing Pty Ltd

ISBN 9780649319640

Cotton Tare, September 3, 1912, pp. 1-51 by Luther Conant

Except for use in any review, the reproduction or utilisation of this work in whole or in part in
any form by any electronic, mechanical or other means, now known or hereafter invented,
including xerography, photocopying and recording, or in any information storage or retrieval
system, is forbidden without the permission of the publisher, Trieste Publishing Pty Ltd, PO Box
1576 Collingwood, Victoria 3066 Australia.

All rights reserved.

Edited by Trieste Publishing Pty Ltd.
Cover @ 2017

This book is sold subject to the condition that it shall not, by way of trade or otherwise, be lent,
re-sold, hired out, or otherwise circulated without the publisher's prior consent in any form or
binding or cover other than that in which it is published and without a similar condition
including this condition being imposed on the subsequent purchaser.

www.triestepublishing.com



LUTHER CONANT

COTTON TARE,
SEPTEMBER 3,
1912, PP. 1-51

ﬁTrieste






col

DEPARTMENT OF COMMERCE AND LABOR
BUREAU OF CORPORATIONS

LUTHER COMANT, [r., Commisione:

COTTON TARE
Wy

SEFTEMBER 3, 1912

WASHINGTON
GOVERNMENT PRINTING OFFICE
191z




e = s

-7- | R L W e owe

Teclazs,j2-18-29 ANM,

B S - P

/ Cwb}uhlzg

CONTENTS.

Compressing aml pal.ohing__----____---_____---____---___-L___
Cotton bagging _____ H e S e SR
American cotton pmrly ||mlpot.(=cl_______

‘Tare roleA___ S S,

vIE

~

GO 0B G2 G0 M e G0 BA

"Pare rulea of mlt.un exchanges and cotton merkets io the Toited

BIEAGBRL ooy s i e v S e e S

Tare roles of New Orleams Coliva Exchange |

Tarae rules of New York Cotton Hwxchange. ___________

Tare rules of other Amerlean exchonges and marketd.

" Tare roles adopted by American eolton gploners ..
Tare rules of Buropean markets -

¢ L £ and & per cent coniract

Rules governing the e L f. and € per e-t contract_______
Franchise ____ s . g PP
Mutual sllownneas. . e

Drafi __ g e .
Comparieon of tare rules lo Liverpool, Bremen, and Havre
Purpoee and effect of “¢. L. . end 8 per cent" contret_ . o .
Method of ascertalning metual tere e oo o
Btatement of tAre—Liveriodl o oo
Etatement of tare—Havre
Btatement 0f tATE—BIemIBN. oo e e
Fro forma comparison of compntations, Bremen, Huavre, and Liver-

Overtare o e e e pmemm—————— ey
Reawocn foT oveptare.. . - bl e
Proportion of Amerlean cotton exporta which are overtared .
Extent t¢ which the tare om oyertared eotton exeeeds the amount

allowed wnder the roles . ______ —— —

Effect of the o. 1. £. and & per cent contract on the Amerieat exporter____

Effect of tare allowances on the price pald the prodweer________________
Fallacy of argument thaet produocer benefits from the tare on his

O O o e e e e i
How tare Is consldered in determining the price paid the producer___
Net effect upon the farer, PO ST P L Pl )

(=R =]

i

BEEHE

B8 BER



I CONTENTB.

Remedles proposed for tare avils . [
Buggestion that tare be marked on bale at the gin______
Buggestion for standardizing bagelng _ =
Buggestlon for actuel fests. .. __ . oo o . ______

Practicabllity of compressing cotton at the g ________
Eeonomic advantages in using less tore . .- o

Aidvaniages In the uss of lighler bagging. ... e e s

BEconomic advanteges of gin compression OSBRI e
Cotton sold on s false-weight hasis e
Attitude of the cotton trade foward changing ex!isiing tare cusioms
{oneloslona e i =

Page,
as
40
41
43
43
16
a7
48
49
5D
51



.LETTERS OF TRANSMITTAL.

Dltmmnm or CoxMErcE AND Lazor,
(O¥rICR OF THE SECRETARY,
Washington, September 3, 1912,
Sm: T have the honor to transmit herewith a Report of the Com-
missioner of Corporations on Cotton Tare, this report dealing largely
with the operation of contracts of foreign ootton exchanpes,
Very respectfully,
Crarres Nacer,

Seeratary.
The PrrsmorxT,

DEPARTMENT or COMMERCE AND Liror,
Bureav or CorroraTiONS,
Waskington, September 3, 1918,
Hme: T have the honor to transmit herewith a Repert on Cotton
Tare, made to the President under your direction and in accordance
with the lnw creating the Buresu of Corporations. This report deals
largely with the cperation of contracts of foreign eotton exchanges.
1 desire to mention as especially contributing to the preparation
of this repun @ the name of Mr. T. M. Robertson, of this Bureau.
' Very respectfully,
Lotz Conawr, Jr.,
Vommissioner.
To Hon. Crarizs Nacrs,
Secretary of Commerce and Labor.






LETTER OF SUBMITTAL.

Derspruent o ComMence AND Lisnor,
Burean or CORPORATIONS,
Waskington, September 3, 1912,

Brr: T have the honor to submit herewith a report on eotton tare.
This investigation was undertaken on complaint that producers of
cotton were being subjected to serious injury becasuse of excessive
deductions for tore (bagging and tiesy under the rules of leading
European markets. The evidence gathered, however, indicates that
eompetition in the cotton trade is so active that the producer does
not ordinarily suffer, Kevertheless, these rules result in serious evils.
They complicate price caleulations by injecting into the' business an
unnecessary element of chance. Furthermoere, they invelve economic
waste. If this does not injure the producer or the merchant or the
spinner, it must impose an unnecessary burden upon the consumer of
cotton poods.

The American producer selly hiz eotton gross weight. In the
export trade, however, practically all cotton is sold net weight. A
large part of the cotton exported to Europe is sold under what are
known in the trade as ¥ ¢. 1. £ and 6 per cent * terms, which provide
that the net invoice weight shall be found by deducting 6 per cent
of the gross weight. When this rule was originally established,
many years ago, an ordinary bale of cotton weighed about 400
pounds pgross, and a deduction of 8 per cent fairly represented the
tare and “draft” (the latter an arbitrary allowanee of about 2
pounds per bale}. Since then the gress weight of the bale has gradu-
ally increased to approximately 500 pounds, without a corresponding
increase in the amount of tare. Roughly speaking, the tare on a
bale of American cotton as it comes from the hands of the producer
is from 19 to 24 pounds per bale, or, to use an average figure, about
22 pounds. This means that a bale of cotton weighing 500 pounds
contains 478 pounds net. A deduction of 6 per cent from a groes
weight of 500 pounds leaves only 470 pounds net, or 8 pounds less
than the actual weight of the net cotton in the bale.

When the cotton reaches the foreign marlet, the buyer has the
right to call for an actual test for tare. In case of such test, the
rules governing the contract fix & maximum tare allowance of about
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5.8 per cent, or, say, 264 pounds for a standerd bale. In other words,
while the contract requires a deduction of 30 pounds per bale, the
rules governing tests under the cantract allow only 264 pounds, a
discrepancy of 34 pounds per bale.

The cotton exporter is therefore confronted with two problems—
first, how to take care of the difference between the tare on the bale
when he buys it and what is deducted when he sells it; and, second,
how to allow for the 3} pounds difference between the 30 pounds de-
ducted in his invoice and the 263 pounds allowed in the final settle-
ment in case of actual test.

Some cotton merchants argue that these facts are thoroughly
undersgtood by the trade and are adjusted in the price. Othera, how-
ever, contend that since they are obliged to deduct 6 per cent in their
invoices they are 'nrtua_lly foreed to have at least 6 per cent tare om
their cotton when it iz shipped abroad.

Whether o not the contract actually forces the exporter to add
unnecessary tare to his cotton, there can be no doubt that spch addi-
tion of tare has been its practical result. The exporter paturally
adds tare up to the amount allowed by the rules (roughly, 263
pounde). He does this by “ patching;® that is, placmg gtrips of
bagging on the bale. A small part of such patchmg is usun}ly neces-
sary to cover sample holea, However, since the exporter in making
out his invoice must deduct § per cenf;, ha frequently goes further
and adds ture up to at lenst 6 per cent of the total woight of the bule;
sometimes he adds even more.

Obviously, if the exporter makes a complete adjustment in the
price, and also adjnsts by adding tare, he makes a profit on such added
tare. If, howeror, complete adjustment is not made in the price, this
addition of tare becotnes simply 2 means of protection agninst loss,
although in the trade it is usually spoken of ae a * profit on patching.™

RFFROT OF THESE TARE RUTLEA ON THY AMERICAN FPRODTUCHE.

The important question involved in the investigation was how this

6 per cent contract and the accompanying rules affect the American
producer. As already stated, many producers believe that they are
injured because of the 6 per cent deduetion, but the investigation
. indicates that competition in the cotton trade is so active that ordi-
narily this is not the case. Most exporters take account of their so-
called “profit on patching™ in arriving at the price which they
actually pay for cotton. In fact, some state that in figuring upon their
buying prices they malke no specific allowance for profit but depend
upon the profit or saving they derive from patching; in other words,
they de not deduct the full 8 per cent for tare. There was very gen-
eral unanimity of opinion among buyers that the producer is not



