
Ill. PROGEDURE OF TIIS INDUSTRY GOI.mTTEE 

It has been claimed that the Industry Connittee did not give 

adequate consideration to all tbe factors relevant to the effect of 

tho 32-|- cent minimum wage and that as a consequence the recomnendation 

should be disapproved as not made in accordance with law. Evidence on 

the question of the topics considered by the Committee was accepted at 

tho hoaring subject to general motions of counsel for the Textile V/orkcr.g 

Union of America and Counsel for Industry Comraittee No. 1 to strike all 

evidence dealing with the procedure before the Industry Committee. < -
' •-' i 

I an i n c l i n e d to agree wi th coun.^iel t h a t t h i s Lssue i s not p r o p e r -

1T/ beiJdre ne and t h a t the evidence should be s t r i c k e n . N e v e r t h e l e s s , 

because of the importance, of the proceeding , I have c a r e f u l l y considered 

t h a t ev idence . . . . . . . 

.. .;. There i s abundant evidence in the record cf t h i s h e a r i n g , p a r ­

t i c u l a r l y the Committee's j o u r n a l , t r a n s c r i p t and r e p o r t , to show t h a t t h e 
' • • '•'./••y .'.::'• -- 36 / 

Comnittee gave ex t ens ive c o n s i d e r a t i o n to the cond i t i ons in the i n d u s t r y . 

Hearings were held before the Committee and i t s sub-coT;itnittees f o r pe r iods 

of time during the no.nths of October , Novenber and December 1938 and 

January , March, A p r i l and May 1959. Nunerous V/itnosses were heard ajid 

v / r i t t en b r i e f s and s t a tements 'wore rece ived from var ious groups in the 

i n d u s t r y . Extensive s t a t i s t i c a l i n v e s t i g a t i o n s of wage r a t e s and c o s t s 

of l i v i n g were made by the United S t a t e s Bureau of Labor S t a t i s t i c s , and • .'..̂  

38 / A d m i n i s t r a t o r ' s Exh ib i t s 6 and 7. '"iy •.'..:. y.- " 
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tho Economic Section of the V/age and Hour Division made studies of the 

effect of proposed mininum wage rates, reviewed data on living costs 

in differe.nt regions of the country and presented information on trans­

portation cost differences. Evidence v/as also before the Comnittee on 

collocti'̂ e labor agreement wage rates, production costs and other fac­

tors bearing on the .question of the minimum wage rate which should be 

reconmonded. The evidence indicates that the Industry Comnittee con- ; 

sidered all this data, ':; 

Upon the basis of the record, I find that tho Industry Com­

mittee has investigated and considered conditions in the industry, in­

cluding the factors specifically set forth in Sections 8(b) and (c) of 

tho Act, and has reached its reconrnendation in accordance with law. 

• y 

... 'Hi i : 

.ay 

•C"-i 

H'j.fe. 
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T\f. ICF'FJCl'' OF T'EC MrxTIIll'I VJAGE EECOlliEI'TDATION ON EME'LOYI-IBNT 

IN TIS COTTON TEXTILE IITOUSTRY. 

Under the te i^ is of S-jction 8 of the Act , t h e Adniniv"^trator 

and t h e committee a re roqu'ired to cons ider whether the miniraiam wage 

recommendation I 'sill no t " s u b s t a n t i a l l y c u r t a i l enployment" in the 

i n d u s t r y , hfiving duo regard to econonic and compet i t ive c o n d i t i o n s . 

The ovidonce in the rocord on t h i s ques t ion i s d i r e c t e d to the e f f ec t 

of the proposed minimum cn ( l ) aggrega te omployment in the i n d u s t r y . 

a s a whole, (2) aggrega te emplojnnent in the Southern branch of t h e 

industrj;" a s a whole, and (3) employnent in c e r t a i n groups of Southern 

n i l l s . , , • •• • -

A. Effect of the Minimum. V/age Reconnendation on A;.::gregate 

Eiaploi-TiiGnt in the Cotton Tox t i l o Indus t ry and in. the 

Southern Branch of tho I n d u s t r y . 

1 . Labor Corsts and Manufacturino; Costs in the I n d u s t r v : 

An inc rea se in wages naj.̂  a f f e c t cnnploymont in an 

indust r j / through a dec l i ne in consunption of t h e industry* s 

p roduc t s resulti .nr- f ron an inc roasc in nanufac tur ing c o s t s 

and a consequent i nc rease in the p r i co of t h s p roduc t . In 

eva lua t ing the e f f ec t of any wage r i s e on enplojment , i t 

, . must be notod t h a t vjago r a t o s o r l abor cos t a r e onlj^ one 

f a c t o r in naj iufacturing cost and t h a t the r a t i o of l a b o r .' 

. .', cos t t o t o t a l nanufac tu r ing cos t i s a s i g n i f i c a n t c o n s i d e r ­

a t i o n in d o t e m i n i n g whether t h e r e vji l l bo anj^ e f f ec t on 

p r i c e s , ' ' ' 

In o rder t o a s c e r t a i n tho e x i s t i n g wage s t r u c t u r e of 
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the cotton textile industry, the Bureau of Labor Statis­

tics studied a carefully selected sample of .90,000 workers 

representing 25 percent of the employees in the industrj/. 

The accuracj^ of this sample was supported by an extensive ' 

survey covering 95 percent of the plants in the cotton 

textile industrj.'" with respect to enployment and payrolls 

and 80 percent of tho plants with respect to weekly hours and 

37/ 
hourly earnings. 

The Econonics Section of the Wage and Hour Division on 

the basis of the hourly earnings statistics obtained from 

the study of the B'lireau of Labor Statistics, est.inated 

that the increase in labor costs would be 4 percont for the 

entire cotton textile industrj' over the costs prevailing on 

October 24, 1938. This calculation is in general accord 

with the 4.2 percent esbinate nade bĵ  the Cotto.n Textile 

Institute and the 3.8 percent estimate of the Textile V/orkers 

Organizing Committee. Application of the 4 percent increase 

to the average wage rate of 38.4 cents prevailing in August 

1938 will result in an average wage for the industry of 39.9 

cents after tho innosition of tho 32-r;.-cent mininun or a 1.5 
58,/ 

cent increase in average hourly wage Kites. 

37/ R. 14-19. This study is Bulletin 663 of the Bureau of 
Labor Stati..3ticj and has been introduced as Exhibit No. 1 
by the Indus'ury Cor.uaittSe. See Ibid, table 5, 'for report of 

', total enployment of 359,200 in tho industry as of Aa,;,ust, 
1938, the date of the study. Also soo Ibid pp. XI, XII. 

38/ R. 39,42. The use of Augu.st, 1933, data understates the wage 
rate structure at the tine of the effective date of the Act 
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Tiicro Viae /:onoral agreerient in the evidence presented 

at thij hearing that tho ostinato of 36 percent was nn out­

side calculation of the average ratio of labor costs to 

39/ 
total cost.s of isanufacture in tho cotton textil-o industry. 

Aoplication of this percentage to the estinated wago hill 

increases gives an. avorago estimated incroasc of 1.44 por­

cont in nanufacturing costs for the entire industr;̂ '. 

If calculated on th.".' basis of tho increase which the ^ . 

nininun wage rato reprosonts over the .50 cent ninj.nun which 

autoiT^itically goes into effect on October 24, IQr-'G, there 

VJill be an estimatod increase of 2.1 percent in the wage bill 

of the industrj/ and .75 porcont incroasc in nanufacturing 
40/ 

cost. , • . . . . - . 

I t :.Ty reasonabljr b.-. ant icipated that ax nininun v.;age 

vjhich causes an increase of l ess tho.n l-g percent in the 

a.vcrago cost of 'rannufacturo wi l l not hove a serious effect on 

employnent in th(.̂  industrj-. If account i s taken of the fact 

that tho industry wil l be required to assuno about half of 

th i s increase bj/ v..rtue of the 30 cont nininum wago whicii 

goes into effect pursunat to Sv>ction 6 of the Act on 

38/ Con't. •• • • " • ' • 
cincG 2.3 p.^rcent of tho enploj^oes in the industry viore 
receiving l.;!ss than 25 cents an hour in Au-UGt, 1933. 
(Industry Connitteo No. 1, Exhibit No. 1, Tabic 45). 
Au avor-aro wage rate of 39.9 con'ts por hour is less than 
the .average hourly eaxnings in this industry during tho 
period A^^ril 1937 to Juno 1953 when the rata ranged fron 
40.1 cents to 42.4 cents. (Ibid p. 69). 

39/ R. 45 

40/ E. 42, 119 . • / , • .: ^ i •... 
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Octobor 24, 1939, it v/ould sean cloar that the increase in 

the cost of nanufacturj which is attrib-atablt? to the mininum 

VJage recommondation will have a negligible effect on the 

industry as a vjhole. • '-

2. Labor Costs and Manufacturing Costs in the South: 

Comparablo studios heve been made by the Econonics ' i y i 

Section of the V/ago and Hour Division of tho effect of the 

ninimum wage reconnondation on the cotton textile industry 

located in tho Southorn states. Thoso studies have shown 

that there will be a 6,25 percent increase in the ̂ |verage 

wage rate which will increase the average hourly wage rate 

from 35.6 cents to .38.9 conts or an increase of 2.3 cents. 

In terns of nanufn..;turing costs the rise will be 2.25 percont, 

V/hen calculetod on 'bho basis of the increases resulting fron 

the nd-TancG o'vor tbo 30-cont statutory nininun, the rise will 

be 2.15 porcont in wage rate and .77 p.ircent in cost of " 

11/ • :• • ' 

manufacturo. 

Those figures show that the recomnendation vjill not have 

a serious effect on th.o labor and nanufacturing costs in the 

Southern branch of tii; ind'astry although tho increases will 

bo in excess of those rocordod for the entire industry. . . . 

41/'' R. 39, 42, 119. ' ., 
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3. Differential Increases in Wage Rates above the IMnimum 

-'• ..';•;/ Although nn employer in the cotton textile ind'astry is not 

required by law to raise wagos above tho mininun p-c. scribed "in the 

wage order in order to maintain existing differentials, there is 

sone tendencjr for him to do so and the Econonic Section of tho ...:,V 

Division therefore includod in its estiin£\tos of tho of.:'.'cct of the : 'y_i 

nininun on wage rates an allow.ance for such increases. This allow­

ance is not an a.rbitrar-/ figure; it has been calculated on tho basis .' 

of the exporionce resulting fron tho inposition of nininun x̂ age rates 

under tho National Lndustrial Rocovorjr Act. In. tho United States as 

a whole, tho inpact of tho increase in wago rates abov.o the minima 

under the NRA, was 13.15-0 as great as that resulting directly from:.. 

the nininii; in northern nills, it was 3.1^ as greet; in southern "•:..• 

42/ 
nills, it was 14.4^ as great. • • ; • • . *̂.';.:.. ;;: 

''•' '•' It was clained at the hearing that the NR/i experience is cot 

comparable since the Code cstavblished a nininum 'wage rato of 30 ce.uts 

per hour for the cotton textile industry in the south and permitted 

the employiiient of such workers as cleaners and outside laborers at 
43/ 

rates not loss than 75 percent of the prescribed nininun or 22-J cents. 

The contention was ntide that the differentials above th.o nininun dur­

ing the NRA were less than tho differentials v/hich will result fron y i i . 

42/ R. 42. In.dustry Comnittee No. 1. Exhibit No. 4, pp. 4-5. 

43/ R. 2015, 2017, 2020 :••'"•." ' •-" 

rAiy 
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a uniform 32--cent minimum Tvago since accoiont vjas taken of the 
44/ 

binodal characteristic of tho vjago structure in southern mills. 

Assuming tho existence of bimodality in the South, it 

must be noted that it is not universal in its operation. The study 

of the Bureau of Labor Statistics shows that as of August, 1938, 27.4 

percent of unskilled male workers v.'ho were in the special or "outside" 

class under tho Code receivod less than 22-̂  cents per hour, while only 

7.9 percont of unskilled male vJorkers subject to the 30-cent rate under 
45/ 

the Code received less than 22-̂- cents. The Bureau's sample of xvorkers 

in tho southern mills, however, contained 7,347 unskilled males sub-
45/ 

joct to the Code and £,669 in the special category. Calculation 

shows that there vjere approximately 580 unskilled nales subject to 

the Code in the loss than 22-̂ --cent wage category in contrast to 731 in 

the special category. Since the Bureau's sample is typical of condi­

tions in the industry, it may be stated that of the total number of 

male unskilled woi'-kers enployed in southorn m.ills in August, 1938, who 

received less than 22-?; cents an hour approxinately 44 porcent would have 

beon subject to the Code and 56 percent would have been in tho special 

44/ Elmer PJStec, general organizer for tho United Textile V/orkers of 
Ancrica, denied there was a double minimum in the South. (R.1152) 
It nay be noted that the Econonic Section's calculations probably 
overstate th.;; increase in wage rates insofar as account has not 
been taken of the wage rates v;hich will be paid learners. The 
Adninistrator is empowered by Soction 14 of the Act to grant 

-;; learners' certificates at wages lower than the applicable statu-
:.....•!. tory minina to the oxtont necessary to prevent curtailnent of 
•"' opportunities for omploj''mont. ' 

45/ Industiy Committee No. 1. Exhibit No. 1, pp. 87, 89. ,. .:„-., 

46/ Ibid. ,; ••,;• " : I . '••.;.••.••• - ' - y y i - i ' " . 
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category. In the case of unskilled female v;orkers receiving less 

than 22-|- cents per hour, more than 50 percont vjould liaire been subject 

to the Code. The nunber of onploj-eos in th i s category was approxi-
47/ 

mately 149 subject to the Code and 141 in tho special c l a s s . I t 

must also bo noted that tho Bureau of Labor S t a t i s t i c s has stated that 

thero is no evidence of prac t ices exist ing imnediatoly beforo the Code 

to support the d i f fe ren t ia l provided for in tho Code between outside 

workers and cleaners and such groups as f i l l i n g .hands .and tririmors and 

48/ 

inspectors . A suggestion is nade in the Bureau's study that the de­

pression in average earnings was a factor Jn the lack of d i f fe ren t i a l s 

pr ior to the Code but infornation i s supplied which shows that in 

July, 1933, male laborers v.ho were in the special category were earn­

ing about 07.50 per week,' vjhile female franc spinners and f i l l i n g 
hands who were subject to the 30-Gent nininun undor tho Code averaged 

49/ 
about $6.25. ""'i-- ' , . i 

47/ Ibid. p. 83. Cleaners of nnchinery, who wore hold to be subject 
to the 30-cent minimum by tho Code, have not be.en included in 
those calculations with respect to male and fenale unskilled 
workers since it is the view of the Bureau that a confused situa­
tion existed with respect to these enployees. Inspection of the 
availablo data 'Bhows that if these workers had beon included in 
the distribution of enployees subject to the Code, pursuant to 
the Code Authority's interpretation, there ivould have been a 
further decrease in the differential between the two categories 
as of August, 1938. The entire nunber of vio'rkers in the special ., 
class in the Bureau of Labor Statistics sample is 3,081, or 
approxinately 1.2^ of the total number of emoloyees in Southern 
cotton textile nills. 

48/ Ibid. p. 86 ; 4 . , 

49/ Ibid. p. 87 ' " ' ' :"; , 
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In vievi of the fact that there v/ill be no legal compulsion 

to maintain differentials in the nills v/liere ths problen nay arise, it 

can be assuned that if an adju-tment above the mininum cannot be borne 

bj'" the individual establishment an effort v/ill be made to meet bhe situ­

ation in a manner -which will not re'.]uire the curtailment of plant 

operations and employment. It would be unreasonable to assune that 

closing the plant would ever bo adopted as the solution of this problen, 

Robert R, V.'ost, Prosidont of tho Riverside and Dan Ri-ver 

Cotton Mills, v/ho stated tfet the cotton textile industry is in no 

position to raise its ..imtiro wa,'"̂o structure in the sane proportion as 

would be broupht about by tringins-, tho lov.-er paid- group to Z?.-̂  cents — t 

also testified thc\t hi.̂  conna:riy v/ould not be appreciablv affected either 
51/' • 

m onployraent or opor.. tions by the iiii:n"huum althoue;h his calculations 

showed ttet if prevailin,s; differentials over the lowest paid groups 

were to be naintainod "In his plant, there v/ould be an increase of 22 per-

52/ ... .î r 
cent rn labor costs, •'••'' " . 'O^/ 

50/ R, 2018 

51/ R, 2046 

52/ R, 2046, Industry Comnittee No, 1, Exhibit No, 1 states at p, 134 
tha-t "If social pressures were to locd to the maintenance of the 

•*; full difference betv/eon the earnings of these groups, the wage in-
'. croa.^e roquirod by a 30-cont or'er v/ould be in the ordor of 5 cents 

- .' in Southorn nills avcra;;';inp- 37,5 to 42.5 cents. This v/ould be an 
r avorago i-icroasc of 12,5 percent for this grouo of south;rn inte­

grated nills," Tho analysis goes on to state, hov/cvcr, that this 
calculation is based upoii the oxtrono aESur.:.ption that thero ivill 
not be a tcndcncj' for a congestion of tho distribution .of the v/age 
rates at tho nininu:-i, and ths.t bhis assumption "has no support v/hatso-
ovor in tho experience of the period following "bhe adoption of tho 
code, but v/hich rests entirely upon the .<;upposition thct filling 
ho.nds cannot be hired at tho G..nc rcto as yp.rd laborers," (ibid, 
p, 135,) The porniss'ibility of this supposition v/ould appear subject 
to question on the b.: sis of tho information in this exhibit that in 

32 - . •"• ,." 
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No evidence was introduced in the rocord by the opponents 

of the 32^cent minimum to shov/ that after the 25-cent rate v/ent into 

effect on October 24, 1938, the only employees receiving the statu­

tory minimum of 25 cents ivere of the same class as the workers placed 

in the special category under the NRA, --r/' i . -

, :• It would therefore appoar that the estimate of differentials 

above tho minimum calculated by the Economic Section was substantially 

accurate and that tho estimates of cost increase are not sub̂ -ject to 

objection on this ground, ' ; :,,.'. ' :.;''•"; 

52/ cont, July, 1933, male laborers "C'-ho v/oro in the special cate-
", '' .. gony averaged ^7,50 por v/oek, v/hilo female fr-ame spinners 

and fillers v/ho wero subject to tho 30-cent minimum under' 
the Code averaged about Hi>6,25 (ibid, p, 87), Furthermore, 

-•r-i'y.''.- it should bo noted that Wost testified that tho Riverside 
'-•A'.-'-'/'r ' and Dan River Cotton Mills, v/hich has an average wage rato 
' ' i - i i r , i . , ' - falling within tho 37,5 to 42,5 cont category, v/ould not be 
- > • appreciably affccbcd by tho 32-g-cent minimum, Thero should 

bo contrasted v/ith tho ostimatod increase of 12,5/2 the cal­
culations in Industry Committee's Exhibit No, 4 (p, 7a) that 
integrated mills in the South pay"ing avera,e;e wages between 
57,5 and 42,5 cents v/ould have an average labor cost incroaso 
not exceeding 2,02/a, 

' 'i. •'... y-i 
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4, Incidence of Technological Improvement on Labor Costs and Em-
p'loymentT 

)• '. The calculated increase in average wage rates may be off­

set to a large extent by increased produc•biî 'ity. The factor which 

determines whether a business can continue operations at a given 

price is not the wage rate, but the unit cost of production, A high 

wage rate structure in a plant nay moan lov/or costs of production if 

the I'/orkers produce proportionately nore than low y.'ago empioyeos. 

The rocord shov/s that there has boon ;̂  uniform trend of in­

creased productivity per nan hour in tho cotton textile industry. 

The following table computed by the. Bureau of Lr.bor Statistics shows 

this trend: 

• Index of Output per Man Hour in the 
,:.;:, Cotton Goods Industry, 53/ '^ ,., • 

(Avorago, 1932 = loO) 

Year . Index 

1928 - 8S 

1930 m 

1932 . '" 100 

1933 . , 105 

1934 109 

1935 117 

1936 127 

1937 -• 129 

5 3 / Indus t ry Comi'iiittoe No, 1 Exh ib i t No, 1, p , 4 7 , 

.::,.. / 
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Productivity per nan hour increased 49 per cent from 1928 to 

1936, It increased 27 per cent fron 1932 to 1936, _ ,̂ 

• -̂  The increase in productivity fron 1933 would warrant a mini­

mum v/age in the South of approximately 36 cents per hour assuming that 

54/ 

price conditions -//ore as favorable as in the NRA period,—/ 

Robert R, West conceded that the impact of tho 32-|- cent mini­

nun night bo absoi'bcd in the same manner as was the experience during 5 5 / 
the NRA, This tos t imony v/as given wdth rof oronce to s ta temcnts he 

he-id made thfit a l though a 377j por cent i nc rease in labor cos t s v/as a n t i ­

c i p a t e d as a r e s u l t of the TfflA requirement t h a t the same wages bo pa id 

for 40 hours as had been p;."iid foriaorly for 55 hours , exper ience showed 

t h a t v.dthin 18 nonths a f to r tho i n t r o d u c t i o n of the 40-hour v/orkv/esk, 

56/ 
tho actual incroasc was only 12 por cent.—' The difference in the 

percentage vra.s explained by "tho utilization of improved machinery, 

better arrangement of processes, and application of skilled lobor, and 

tho more adequate scheduling of the flow of production and better selec-

57/ 
tion of rav/ naterials,"' 

54/ R, 684, 1197. 

55/ R, 2042. . . 

56/ R, 2041, L. E. Bssr/en testified that tho Tifton Cotton Mills of 
Tifton, Georgia, absorbed tho >IRA labor cost increases by the in­
stallation of m:-.chinery which increased productivity 40 per cent. 

57/ R, 204-1-A, Although West's tostimony v/as given with rofcrenco to a 
reduction in working hours, the experience is conparable, since 
an increase in the average wago rato resulted. 
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H, M, Jones, President and Treasurer of Waverly Mills, In­

corporated, Laurinburg, North Carolina, testified that his mill which 

now pays an average wage slightly over 28 cents per hour in contrast 

with the general Southern average of 36,6 cents and which has less 

than 15 per cent of its employees earning nore than 32-2 cents will be 

able to neet the 32-g- cent mininum by installing automatic spoolers and 

long draft roving frames. The average v/age of the nill will be 33,5 

cents v/hen the 32-r>- cent ninimum is paid, Ee stated there would be a 

12-g- per cont reduction in omployment as a restilt of the new me.chinery. 

The modernization program, however, had been prepared and would have 

taken from tv/o to three years. The inauguration of tho ninimum nec-
58/ 

essitated the noro rapid execution of the program, 
. . ' - • I 

It has beon contended that the nininum wage v/ill induce tho 

installation of labor saving devices which will result in unemployment. 

The evidence shows tlint there is a constant evolutionary process of 

modernization going on in the cotton textile industry entirely apart 

from legislative increases in labor costs. This industry is highly 

competitive with a consequent incontivu tov/ard 'bhe continued reduction 

59/ ..:,". y c . ] ' - ' • • ' , 
of costs,—' . . • 

58/ R, 1654-1657, 
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The representatives of the United Textile V/orkers of .America 

testified tliat they recognized ths.t the displacement of labor by 

the introduction of now i-nachinery or the increase of the -work load 

was a continuous process and would operate regardless of tho existence 

of minimum wage laws. It was their viev/ that the problem raised 

by modernization programs was to ob-fcain a share of the increased 

productivi-ty for the workers and secure a voice in the assignnment 
•.•- > ' • 6 0 / • :.• ^_^,^..^y' ...:• 

o.f increased work loads, 

Russoll Fisher, President of "bho National Association of 

Cotton Manufacturers,testified that it was the experience of many 

manufacturers that total emplojment was not permanently decreased ,"' 

by the installation of modern machinery, but that jobs v/orc provided 

for the displaced employees elsowhorc, -,: • .;.. 
' - • - - . , ,';- i..,. ' , /-

The evidence clearly shoT,vs thct tho .small percentages of labor 

cost increase v.rhich will result from the 32-|r cent ninimum will bo . *,, 

largely offset by the normal increase in productivity and that -bhe 

increase in productivity will not causo substantial curtailment of , ""̂  

employment, ,,> 

59/ See R, 2183, 2184, 130 

60/ R, 1113, 1120-1123, 1131, 1141, 1149. 

61/ R, 353, See R. 274. 
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5, Conditions in "the Cotton Tegtile Industry 

It has been seen that the 32̂ - cent ninimum wage rate 

involves a relatively small increase in nanufacturing costs v/hich 

will be reduced by normal increase in output per man hour, lhe 

employment effects of a change in unit costs of production will depend 

on tho economic and competitive conditions in the industry* 

»̂ -Profits and Prices in the Co'tton Textile Industry ^ . ' :• • 

The evidence introduced at tho hoaring shov/s that tho 

cotton textilo industry has a production capacity whicii is in excess 

of tho peak deraands and that it is carrying much obsolete equipment. 

It is indicative of this situation, that in April 1957, o.ne of the 

months of peak production in tho historj/ of tho industry, there v/erc 

used not moro than 24,727,000 spindles although the industry had 
62/ 

27,067,000 spindles in place at the ond of tho month. The total 

numbor of cotton spinning spindles in place decreased from 37,586,000 

6 3 / 

in 1926 to 26,372,000 in 1958,—^ George P. Clark, Vice-President of 

the Rhode Island Toxtilo Associ i t ion st.-.tod th:.t i t has been cst5.matod 

t ha t tho indus'brj/ ha.'; an oxco.̂ ;.̂  c.ap:..city of 2,000,000 spindles and "the 
64/ 

rate of decline is 1,000,000 spin-lloG por year,—' 

62/ Industry Committoo's Exhibit No, 1, p. 22, 

63/ Ibid., p.'20, 

64/ R, 663, J, E. Sorrino, an industrial engineer and director in 
many sô ithcrn cotton textile mills, testified that a connittee was 
established to administer a "program to curtail tho production of 
print cloth by 25 por cont for a period of three months, 

,':'.. R, 2180-2181, See^R, 1328, 
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It also appears that even v/ith the decline in spindlage 

65/ 
there is much obsolete equipment in the industry," Charles A, Canjaon 

estinatod that 12,000,000 to 13,000,000 spindles in the industry ;.ire 
66/ ,„,„,'" , „, , "' , 

in various stages of obsolescence, ' • 

The decline in spindlage has not resulted fron a decreased 

use of cotton. In 1937 v/hen spindles in place had declined to 
" ' 67/ /.: 

26,982,5)00^ there "was a cotton consunption of 7,950,000 bales in • , • 

contrast to a consiamption of 6,455,000 bales in 1926 v/hen there '//ere 
• - ' 68/ -

37,586,000 spindles in placo. It has boen estimated that 41,000,000 

active spindles would have been required to procerî s the 1937 cotton 
6 9 / : 

consunption had the operating standards of 1922-1925 prevailed. The 

increased efficiency of spindle operation and tho increased nuraber of 

nachine houra resulting from tho introduction of the double and triple 

shift have boon prlnarily responsible for tho decrease of spindulcs 

12/ . \ ' , :̂  
in place, ...... • - • - ;.•"--

Although tho industry has boon c.̂'..rry"ing excess capacitj/", . •'• • 

thoro wan a 2,7 por cent profit on tho .average total textile invest­

ment of cotton manufacturing conpanics for the tv/o and o:ne-half yecrs 

65/ R. 903. ,, . , .= ,. 

65/ R.H579;fe -y'"'i '- ' ' 'i 

6 7 / I n d u s t r y C o n n i t t e e No, 1 , E x h i b i t No, 1 , p p , 2 1 , 2"5, 

6 8 / I b i d , . ,,,,.... 

6 9 / I b i d , p , 22 

7 0 / I b i d , p , 24 
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period, January 1933 to June 1936, which was studied by the Federal 

111 
Trade Commission, In the pe.ak period July to December 1933 the fol­

lowing rates of return on average total textile investment were • 

7_2/ 
recorded: '---"-'•..•.'i'i ":'' " ,:. •• ••-"'..'•'-', 

y - y . Type of Companies Rate of Return ;.. 

-y , ../; Spinning and Weaving 9,16/2 

'.: A\ . Spinning , ' . ^ 8,14^ r . , ,yy . ,,:, 

•' -'y ' '-i .HyA Weaving - 10,17?? -iy ' '•..• 

The industry has suffered deficit years, but it appears from the evi­

dence thp."b the companies v/hich continue in existence are able to 

increase their surplus sufficiently during the profitable years to 

carry ovor the period of decline, '• ''.:'•'•.: 

The profit and loss figures which wero introduced at the -̂  

hearing with respect to the relative position of the North and the 

South show that tho profit status of the industry h3.s been depressed 
71/ Ibid, p, 31, Industry Connittee No, 1 Exhibit No, 1 (Bulletin 

No, 663, Bureau of Ls-bor Statistics), states at p, 31 that „. 
"During the past several dcc-'odcs the industry hs.s, even in 
prosperous year.-, been faced v/ith large amounts of idle equip­
ment, Undor these conditions the significance of a single 
figuro of percentage profit or loss on aggregate textile invest­
ment is doubtful. Idle equipment is obviously held at a loss. 
To carry such equipment as a charge against the industry's incono for 
long periods of tine is to burden the active equipment v/ith charges 
which nake it'cxtrenoly difficult to realize a profit on tho textile 
invos"bnent. Such a procedure is justified only so long as it is 
assumed that such idle equipment will be called into use at sone future 
time. There is, however, and has boon, for yoars, cquipnent in tho 
industry on its way to tho juhkpile. To charge losses on this 
equipment E.gainst tho industrj^ in arriving at an estimate of net ' • 
return en' textile investment nay be to say the industry operated 
at a loss, v/horcas the same volume of business with the s.ame prices, 
and costs United to the operating equipment alone, or to tho equip­
ment which -//as likely to be needed in the future, might show a 
profit or a substantially snaller loss," 

72/ Ibid, 
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by the earning record of the mills located in the Nprth, The data, 

which has been taken from the Federal Trade Commission's study of 

earnings in the cotton textile industry, is as follov/s' 

73/ 

'• . Rate of Return or Loss "• ••*,•;.. 
'ii '*- Loss) ,-•;:.•'.:.-'': iA''.,. 

Poriod North South 

January - June 1933 

July - December 1933 ' , y -

January - June 1934 . : 

July - August 1934 .,, 

0,62 

6,84 

0,02* 

6.10* 

6,48 

13,82 

8.07 

0.10* 

Except for the last lialf of 1934 when there v/as a general 

strike in the industry and the early part of 1935, 60 to 82;? of the * 

reporting companies showed a net profit on sales from January 1933 to 

Juno 1936, The Most efficient companies showed profits ranging from 

10 per cent to moro than 30 per cent, and more than half of tho 

companies reporting profitable operations realized net profits on 
14/ ... 

sales in excess of 5 per cent, , '•-

.. .,.:: ....-.: " ' • ' • • • . . • • - . .' . v' 

73/ National Association of Cotton M-anuf actur ors Exhibit No. 8, 

74/ Ibid, p, 32, . ' , -

- 41 -

(2108) 



, v.: The v/itnesses generallj'' agreed that 1937 was a profitable 

year for the industry, but testified that there has been a steady 
75/ ' ' 

decline in nill margins since that tine. The Bureau of Labor Statistics' 

.study of the Industry stated that as of November 1938 mill margins 

appcf'.red to be close to the costs of the most efficient mills and indicated 
7 6 / 

t lmt p r i c e s v/ould soon liave t o r i s e . After t h a t da te n i l l m.argins 

dec l ined f u r t h e r , bu t t he ro was t e s t imony tha.t s h o r t l y before t h i s 
,..,•;:..,.••.>.•• '...., -.- • " ' y . ' i i . . . , . . y - y 77/ 

proceeding an ad-vD.nco began in the prices of various cotton textiles.-r̂ -/ 

W, Ray .coll stated tliat sinco the end of May, when the margins had ', • 

reached the botton in nany divisions, there has been an improvement ' ' / y . y 

in business and that i.f general conditions improve the cotton textile • •• -,c 

78/ "C • 

industry has a good chance to iiiiprovo its position, Mrs. Margaret ?. ' 

Mager testified that she recognized that there had been an 8,8 percent .-, ,.;,:, 

increase in "bhe price of print cloth in the 50 daj/s preceding the 

hearing. There v:r.s no evidence that those increases were in anticipa- y-^ 

tion of any wage order under the Act and I conclude that these in­

creases wore entirely independent of the 32-|-ccnt mininijn, , .-jf.-i-. ;. 

If the price structure of the cotton textile industry con-:';;, v, 

tinucs to inprovu, it is cloar that there v/ill be no difficulty , •.•',".•' j ' 75/ R, 104, 1434, The nill :nargin is 'bhe difference betv/een the selling 
price of a given cloth construction and tho cost of raw cotton re­
quired for its nanufacturo. It is not a profit margin but, v/hen 
costs arc constant, it reflects tho profit situation of the 
industry, (industry Conmittoo's Exhibit No, 1, p, 37,) Mill margins 
m.ay not bo reliable indications for a single date, since the quo-

,;, tations may not represent any volvmo of sales, (Testinony of 
:,•;:' W, Ray Bell, Prosidont, Association Cotton Textile Merchants of . . . 

• Now York, R, 1898,) '',•=.-

76/ Industry Connittee Jvfo, 1 Exhibit No, 1, p, 41. '' -.•..•„-:• "i • y i ' 

77/ R, 76, 1214, 1922. '•; .'...•'i. .--'r-ii •' '"'"i ' ' ' - '• '•' i•'"'fii 

78/ R, 1904, '•i"iiy.y • ,̂, .•' i/i.i'''.'y" :'-'A''ir -'•.'•.•". i i ' -"""'"'yi 

79/ R. 2937 -i..-Cyy a .y'- "' " ' "i iy-:' i ' ir" i" i (2108)/"., 
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experienced in the absorption of the increased cost of manu.facture 

occasioned by the inposition of "bhe ZPy^cent mininum v/age rate. Even 

at the prices which were prevailing at the time of the hearing, how­

ever, the increase in unit cost of production which mightresult fron 

the 32-|-cent rate is too small to warrant an p.ppreciable effect on 

emplojrment in tho industry or in the Southern Branch thereof, 

b. Naturo of the Demand for Cotton Textilo Products 

•Whether the wage increase v/ill result in decrcas.od omploy­

ment depends largely on tho effect of the "ndnirnui'ii wage on retail 

prices. It v/as testified at the ho;..ring that -the 6,25 percont average 

increase in southern labor co'5ts would result in a 2,75 percent in­

crease in tbe price of cotton shir"bs, on tho .::i.s3uiap"bion of a co"nstant 

profit margin for oach agency in tho successive processes of :̂ 

finishing the gray goods, "manufacturing the shirt, and selling -

it at retail. On the assumption of a 10 porcont increase in labor cost 

it v/as calculated thĉ t 'the increase in retail price v/ould bo 4,4/^, 

According to Tollos, the 10/? increase would be the naximum for any one 

ef that group of higher wage nills v/hich employ moro than 9b% of all ''.''•. 

80/ . ': 

the v/orkcrs in tho industry, ' : " 

Testinony was given that it is likely that a portion of the 

increase may be absorbed at the various Et."gcs through which the textile 

fabric moves since there arc conventionnl price levels "//hich v/ill not 
81/ 

bo affected by ninor variations in cost. Absorption will be facilitatod. 

80/ R. 50-53. 

81/ R. 54, 
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moreover, in cases of fixed price apparel and obher products tlirough 

quality-of-product mi.mipulations by the manufacturer, S, L, Hoffnan, 

a manufacturer of dresses retailing at the price of one dollar, testi­

fied that increases in cost are met by naking ninor variations in the 

construction of the dress which permits continued sales at tho s"bandard 

82/ . -̂ yy ;.,:,• '•'..•'' 

price,' '' i . . ,- . .„,; p. 

..,•. V.ihere tho textile is only '. part of thu- finished product 

which is sola to tho consumer as in th.e case of cotton linings in shoes, 

* 83/ 

the ultinato incroaso in prico vv'ill bo further reduced. 

The evidence introduced in tho rocord shov/s that the tj^o of 

doma.nd v/hich exists for cot"ton textile products is not of a naturo 
,1, . • - • . • . . . . ' . . 

• ' . / . . •-: - y 

which v/ill decline appreciably if th.-:re is a small increase in prico, 
Tho sales volune of textiles v/hich are used for industrial purposes 
is not affected by an incroaso in the price of tho textiles since tho 

84/ 
demand is dotorninod by tho dcnand for the finished product. In tho 

case of utility fabrics, donand is dotorninod by tho need for replace­

ment and variations in price i/ill only vary 'cho times at which tho 

.V 85/ 
sales aro made. Many items of app.'.rcl v.hich are manu.facturod out of 

cotton -are also purchcocd in accordance v/ith consider-.tions of sorvico-
86/ 

ability. It has toon ostina-'.-d th-.b 40 percent of the cotton consumed 

82/ R, 247-25$ 

83/ R, 1413, 

M / Ibid, . 

85/ R, 1414, 

86/ R, 1415, 
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