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Since the organization of the New York Cotton Ex-
change, cotton exchanges have been established in many
southern cities, until now they are to be found in Nor-
folk, Va., Charleston, S. C., Savannah and Augusta, Ga.,
Mobile, Ala., New Orleans, La., Galveston and Houston,
Tex., Memphis, Tenn., and St. Louis, Mo. In other
cities the cotton business is carried on in connection
with the produce exchanges. On only two of the Amer-
ican exchanges, those at New York and New Orleans,
has there been an extensive business done in the sale and
purchase of “futures.” Some of the other exchanges
have experimented with the system, but have found the
amouut of business done too small to warrant a continu-
ance of it." At two foreign ports, Liverpool and Havre,
the business of buying and selling ¢{futures’ has been
carried on for somne years.

The growth of the business since its organization un-
der the rules of the New York and New Orleans cotton
exchanges, is shown in the following table :

ANNUAL SALES OF “FUTURES” ON THE NEW YORK AND NEW
ORLEANS COTTON EXCHANGES 2

Year Ending New York. | New Orleans,
Aug. 31. Bales. . Bales.
1871 . .. . . . . 2,512,200 .
872 . . . .. . 4,963,500
1873 . . . . 5,299,700 .
1874 . .. . . 6,187,500
1875 . . . . ... 8,357,600
876 . . . . . ... . 7,233,600 .
1877 . . . . . 10,908,600 .
878 . . .. 13,009,900 .
1879 AT 25,416,500 . P
1880 . . ... 33,976,600 . . . . . . . . 2,033,000

! Plans have heen formulated for introducing the future delivery
system ou the Charleston Coiton Hxchsnge, but these plans have not
yet been realized.

2 figores for New Orleans furnished by New Orleans Cotton Ex-
change ; for New York, from Report of Senate Committee, I: 460,
and by New York Cotion Exchauge.
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88r. . ... .. . 28124700 . . . . . . . . 10,115,000
1882. . .. .. .. 32200300 . .. ... .. 16,171,000
1883 . . . . . . . . 26,542,600 . . . . . . . 13,054,000
1884 . . . . . . .. 24,334,800 . . . . .. . 9,588,000
185. . ... ... 20058100. . . .. ... 8037000
1886 .. . . . . 22683200 . . .. . . . 7,4750900
1887 . . . . . . . 26186200 . . . .. .. IL237,000
1888 . . . . 24,759,700 . . . . . . . 9,649,500
1889 .. . I9155700. . . . . . . . 6,570,600
18¢o. ., . . . . . . 2L,107,600. . . . . . . . 6,782,000
1891 . . . . . . . . 24,433,700 . . . . .. 8,555,300
1892 . . ..+ . . 34,359,800 . . . . . . . . 12,131,400
1893 . . . . . . . . 53,273,500. . . . . . . . 16,516,700
1894 . . . . . . . 37,858,300 . .. . . 12,649,600
1895 . . . . . . . 32,II0,I00. . . . . . . . 14,648,700
186. . . . . . . . 54689600 . .. . . . . 15497,000

In its essence, ‘“‘the future delivery sale” is a very
simple thing. A & Co., a firm of brokers, members of
the Cotton Exchange, agree to deliver to B & Co., another
firm represented ou the same exchange and who may be
buying for themselves or for other parties, a certain num-
ber of bales of cotton at a stated future time, the price
per pound being agreed upon at the time the contract is
entered into. The form of contract employed at the
New York Cotton Exchange, which is almost the same
in wording as the one used at New Orleans, is as follows :

NEW YORK COTTON EXCHANGE.
CONTRACT.

) New VYork, . . . . . . 18.

Iu cousideration of oue dollar in hand paid, receipt of which is
hereby acknowledged, = . . . have this day sold to (or bought
from) . . . . . ., 50,000 pounds in about 100 square bales of cotton,
growth of the United States, deliverable {rom licensed warehouse, in
the port of New York, between the first and last days of . next,
inclusive. The cottou to be of any grade from Good Ordinary to
Fair, inclusive, and if stained not below Low Middling (New York
Cotton Exchange, inspection and classification), at the price of
cents per pound for middling, with additions or deductions for other
grades, according to the iates of the New York Cotton Excliange
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existing on the day previous to the date of the transferable notice of
delivery. FEither party to have the right to call for a margiu, as the
variatious of the market for like deliveries may warrant, and which
margin shall be kept good. This contract is made in view of, and in
. all respects subject to, the rules and conditions established by the
New York Cotton Exchange, and in full accordance with Article II,
Title IV, Chapter second of the by-laws.
(Signed)

Verbal contracts (which shall always be presumed to have been
made in the foregoing form), shall have the same standing, force and
effect as written ones, if notice in writing of such countracts shall have
been given by one of the parties thereto to the other party during the
day on which such contract was made, or on the next business day
thereafter.!

“ Putures” are bought and sold entirely by members
of the Exchange, within Exchange hours, and across
the trading ring.* There is, of course, nothing to pre-
vent any person entering into an agreement with a mer-
chant or spinuer to furnish him with cotton at a specified
time and price, but if he wishes to have his contract
enforced by the Exchange, or to buy from one of its
members, he must be a member of that body or employ
a member to transact his business for him. All mem-
bers of the Exchange are obliged to report to the col-
lector the contracts for future delivery which they have
entered into, within ten minutes after the sale has been
agreed upon,® and the Exchange holds its members to
the strictest account for the fulfilment of all contracts
entered into, with the penalty of heavy fines, suspension
and even expulsion for non-fulfilment of contract.

When the time for settlement of the contract has ar-
rived, there are three ways by which this may be done :

1. If A & Co. have sold to B & Co. 50,000 pounds of
cotton for December delivery (seller’s option), at least

! Charter, By-laws and Rules of the New York Cotton Exchange,
1894, 61-2.

2 /bid., 51, 61, 104.

8 Ibid., 81-2.
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five days before they intend delivering the cotton, they
send B & Co. a notice of their intention.! B & Co. now
send notice to A & Co., at least the day before the one
set for delivery, ? of their willingness to receive the cot-
ton, * and upon the day set for delivery return to A & Co.
their notice and receive, upon payment of the price
stipulated, a warehouse receipt for their cotton. In
place of there being two parties to the transaction, how-
ever, there may have been a larger number, perhaps
twenty. Thus B & Co., who have bought from A & Co.,
50,000 pounds of cotton for December delivery, at ten
cents per pound, may have at an opportune moment,
sold to C & Co. 50,000 pounds, December delivery, for
10.10 cents per pound. C & Co., after a few days have
seen the market decline and have sold out for 9.95 cents
to D. & Co. 'Thus the sale may proceed, D & Co. sell-
ing to B & Co.; E & Co. to F & Co., and soon. When
December arrives, A & Co., as in the other case, send to
B & Co. notice of their intention to deliver, which no-
tice reads as follows :

TRANSFERABLE NOTICE. *

. . .oclock. New York, . . .18
To (B & Co.)

Take mnotice that on. . . . . we shall deliver to you 50,000
pounds in about one hundred square bales cotton in accordance with
the terms of our contract sale to you dated . . . . . , at (ten) cents
per pound. We pledge ourselves to deliver at or before 2 p. m. on
the day specified for the delivery, to the last holder hereof a ware-
house certificate or certificates of grade upon written notice by the
last holder of this notice of the holdlng of the same to us, one half

! Rules of New York Cotton Exchange, 110.

2 Jbid., 112.

30f course B & Co. must receive the cotton, unless they claim
that, for some reason the transaction was a fraudulent one, in which
case they file a protest with the Exchange which body determines the
matter.

4Rules of the New York Cotton Exchange, III.

20
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hour or more before the closing of the Exchange on the day previous.
to the one herein specified for delivery of the cotton. This notice to
be delivered to us simultaneously with our delivery of the warehouse
receipt or receipts and inspectors certificate or certificates of grade, to:
the holder thereof.

(Signed A & Co.)

Appended to this transferable notice are the following

CONDITIONS.!

In consideration of one dollar paid to each of the acceptors, the re-
ceipt of which is hereby acknowledged, it is agreed that the last ac-
ceptor hereof will, one half hour or more before the close of the Ex-
changeon . . . . dayof . . . ., give written notice to (A & Co.)
and on the following day receive from (A & Co.) a warehouse receipt
or receipts, and inspectors certificate or certificates of grade for about
100 square bales, and pay them the full amount of (10) cents per
pound therefor, settling with them on the basis of middling, with al-
lowances for variations in grade in accordance with the quotations of
the New York Cotton Exchange, existing on the day previous to the
date of this notice. It is further agreed that each acceptor hereof
shall continue his (or their) liability to each other for the fulfillment
of this contract until this notice shall have been returned to (A & Co.),
and a warehouse receipt or receipts for the cotton to be delivered, is.
received by the last acceptor hereof from (A & Co.), at which time all
respounsibilities of intermediate parties shall cease.

(Signed, B & Co.)

Having received from A & Co. the above notice and
signed the conditions, B & Co. sign also the following
form of transfer which, together with the transferable
notice and conditions, they, within twenty minutes,” pass
on to C & Co. .

FORM OF TRANSFER.?

. o’clock. NEwW YORK, . . . ., 1I8..
To (C. & Co.)
We accept the above with all its conditions and obligations, and
you will please take notice that im accordance therewith we shall
deliver you 50,000 pounds in about 100 square bales, cotton, on account

of our contract sale to you dated . . . .. The cotton to be paid for
at the price of transferable notice.
(Signed.) B & Co.

1 Rules of New York Cotton Exchange, 111-12.
2 1bid., 110.
8 Ibid., 112.
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At the time of receiving this transfer and notice,
C & Co. pay to B & Co. the difference between their
contract price and the price in the transferable notice'
(in the above case 10-100 cents per pound) and A & Co.
are now responsible for the delivery of the cotton to
C & Co.

With a similar set of conditions and transfer signed,
C & Co. pass the notice to D & Co., receiving from, or
as we have supposed in the above case, paying to, D & Co.
the difference between their contract price and that in
the notice. The notices continue thus to pass along,
each buyer settling his difference with the preceding,
until the last man in line presents it to A & Co., and on
paying the price stated in the transferable notice, re-
ceives from them the warehouse receipt for his cotton.

2. The second form of settlement is known as can-
celling the contract,” and is the method employed when
only two parties are concerned, each of whom has bought
from the other a like quantity of cotton to be delivered
in the same month. In this case the contracts are
simply canceled, and the difference between them is
paid.?

3. The third form of settlement is called “ringing
out,” and is the method by which the majority of the
contracts for future delivery entered into on the cotton
exchanges are settled. It is in reality only the exten-
sion of the second method, that of *cancelling the con-
tract”, to cases where more than two parties are con-
cerned. Suppose in the case of the parties referred to
in describing the first method, A & Co., who have sold
December cotton to B & Co. for ten cents per pound,
later, because of a decline in the market, decide to

LIf the difference is in favor of C & Co., of course B & Co. pay it.
2 Rules of New York Cotton Exchange, 105.
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‘“ cover their contract” and buy of F & Co. 50,000 pounds
of December cotton for g.50 cents. But, as we have sup-
posed in the above case, F & Co. bought 50,000 pounds
of December delivery from ¥ & Co., who bought it from
D & Co., who bought it from C & Co., who bought it from
B & Co., who bought from A & Co. Each party hav-
ing thus boughtand sold 50,000 pounds of cotton deliver-
able in the same month, it would be useless to go through
the process of delivering. With the consent of all the
parties, a “ring” is therefore formed and the “differences”
are settled. The reason why “ring clearances” are the
usual mode of settlement for future delivery contracts,
is because, according to the rules of both the New York
and the New Orleaus exchanges, all contracts for future
delivery are for “ 50,000 pounds of cotton in about 100
square bales.” As nearly all the members of the Ex-
change are both buying and selling continually and the
sales are posted, it is not difficult for any member to
find parties with contracts similar to his own who are
willing to form a “ring” for the purpose of settlement.'
We have thus far described only the method of deal-
ing in “futures” on the cotton market.® Let us now
see what use the commercial world makes of this system.
A New England manufacturer receives early in
autumn an order for a quantity of cotton goods, suffi-
cient to keep his mills running all winter. The order
1 From calculations made by him, Mr. Alfred B. Shepperson has ar-
rived at the conclusion that ‘‘the proportion of the deliveries of cotton
to the sales of ‘futures’’ on the New York Exchange, for the six
years ending Aug. 31, 1893, was about I to 10. Report of Senate
Committee, I: 459.
2The method of dealing in futures on the wheat market has been
more fully described than I have been able to do for the cotton
market, by Mr. A. C. Stevens in the Quarterly Journal of Economics,

I1: 37-63. See also Emery, ‘‘ Speculation on the Stock and Produce
Exchanges of the United States,”” (1896), Chapter III.
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is conditioned on the delivery of the goods in the spring
and at a certain stated price. Whether or not the
manufacturer can accept the order will depend upon his
ability to purchase the raw cotton at or below a certain
price. Existing prices of cotton will enable him to con-
tract to fill the order, but he may not be able to purchase
at once the entire quantity of cotton of the desired grade,
or does not desire to pay insurance and storage charges
and lose the interest of his investment. In all proba-
bility, therefore, he seeks his broker and makes known
his wants. The broker has no hesitation in naming a
price for which he will bind himself to deliver the cot-
ton as it is needed. The broker having received the
contract, is now responsible for the delivery of the cot-
ton, himself assuming all the risks which the transac-
tion involves. But this broker, unless he be a speculator,
will be unwilling to accept the risk of finding months
from now the market so low that he can purchase cotton
at a price lower than that which the requirements of
the manufacturer and the competition of his fellow
brokers have caused him to name. His only reason for
agreeing to do business on such a small margin lies in
the fact that the system of future delivery contracts en-
ables him to distribute this risk among his associates on
the Exchange. The broker therefore goes upon the
floor of the Exchange and purchases for delivery in the
month or months when his contract with the manu-
facturer binds him to deliver cotton, a like quantity of
this staple. Now, while it is true that owing to the
choice of delivering any one of a number of different
grades of cotton which the rules of the Exchange gives
the seller of “futures,” the broker can probably not
make use of the cotton which he has thus purchased in
filling his order from the manufacturer, his purchase
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has nevertheless served to protect him from any loss
which he might otherwise suffer from an advance in the
price of cotton previous to his purchase of it for direct
use in the mills. For if a rise in the price of the staple
takes place, compelling him to pay more for his “spin-
ning cotton” than he had anticipated, his “contract cot-
ton ” has also risen in value, and by disposing of this at
the same time that he lays in his stock for the mills, he
meets the loss from one tramsaction by a gain on the
other.! What he gains by the entire trausaction is only
legitimate profits, the difference between the price which
he named to the manufacturer and the price which his
knowledge of the market led him to think would be the
prevailing one when he came to make his purchases.
The risk, the speculative element in the transaction, was
turned over to the body of traders on the floor of the
Exchange, and was probably shared in by a score of
persons.”

The service which the system of “futures” renders
to manufacturers or brokers in enabling them to “ hedge
on imports, it also renders to the factors, the country
merchants or the planters who consign cotton to market
and wish to guard against a loss through a decline of
prices while the cotton is in transit. It may also be

1The gain in some cases may not be a corresponding one. The
seller of ‘‘futures according to present rules does not have the option
of delivering the higher grades. If, therefore, the ‘“ spinning cotton
which he is to purchase be of higher grades, an advance in prices will
not be entirely recompensed by the advance in the grades which he
can deliver. This has led to a demand by some of the manufacturers
and brokers that the rules of the Exchange be so modified as to allow

the delivery of the higher grades. See Report of Senate Committee,
I: 44s.

? That this is not merely a theoretical advantage can be seen by
reading the letters of manufacturers of cotton goods to the Senate
Comunittee on Agriculture and Forestry, Report of Senate Committee,
1: 439-452.
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made use of by the planter who desires to hold his cot-
ton without paying storage and insurance, or he may
even take advantage of the system to sell his cotton crop
before it is raised, if he expects prices to decline after
harvest.

The transactions in “futures” thus furnish planters
and merchants a continuously open market for their cot-
ton, with the prices as nearly adjusted to the future de-
mand and supply of that article as the judgment of the
best informed class of traders is able to fix it. It is not
a sufficient criticism of this system to say that these es-
timates are often erroneous. In estimating anything of
so variable a nature as the probable demand for cotton
goods, or the probable supply of cotton, anything like
accuracy is impossible. ‘The system should be judged
by comparison with that which it has replaced, and not
alone by the imperfections which are inseperably con-
nected with it. The system of “futures,” it will be
seen, goes hand in hand with the new methods of market-
ing. Without this means of protecting shipments, the
manufacturer would not take the risk of importing cot-
ton from the interior, nor could the planter or the mer-
chant of small means afford to consign cotton to market
on his own responsibility.

But not the least of the services which the system of
future delivery contracts has rendered to the cotton trade,
is the greater steadiness in prices which it has intro-
duced. For long periods the fluctuations are perhaps as
marked as they were before the sale of “futures” began,
for these variations depend upon actual changes in the
demand or supply of cotton. But the changes appear
less suddenly, and with a less degree of intensity.
Thanks to the telegraph and cable, the effect of such
circumstances as an attack upon the cotton plant by the
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boll worm or cotton worm, or a strike among the spin-
ners at Manchester or Fall River, is foreseen on the cot-
ton market weeks and months before it is felt by the
consumer or producer, and a change in the prices of cot-
ton for future months comes about gradually. Spinners
and p anters, seeing the course that prices are taking,
gradually make a change in their own plans, and this
tends t» restore an equilibrium. When speculation was
entirel - in ‘“spot cotton,” the plans of the spinner or
merch- 1t might be entirely upset by the arrival of a
ship bringing news from Liverpool or New Orleans, and
the “bottom might drop entirely out of the market,” or
prices might go up like a rocket. 'T'o show this greater
steadiness of the cotton market since the introduction of
the future delivery system, based on modern imethods of
communication, I have prepared the accompanying
chart. ‘The irregular line in the upper part of the chart
represents the weekly fluctuations in prices for middling
uplands during the five years beginning Sept. 1, 18535,
and ending August 31, 1860." By a reference to Ap-
pendix I (chart), it will be seen that these years pre-
sented less fluctuations than any five years between 1816
and the Civil War. The reports of the New Orleans
Price Current® for these years also tell us that they
were particularly free from speculative influences. The
unbroken line in the lower half of the chart represents
the course of prices for “spot cotton” (middling up-
lands), during the commercial years of 1890-94,* while
the broken line shows the course of “futures” for the
same years.! These are the years during which the

1 Prices given in Donnell’s ¢ History of Cotton.”

2 Donnell’s “ History of Cotton,’’ 446, 458, 470, 482, 495.

8 Owing to a changein classification, middling uplands do not repre-
sent the same grade that they did for 1856-60. This, however, does
not in any way affect the value of the chart, the purpose of which is
to offer a comparison, not of prices, butof fluctuations.
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largest transactious in “futures” have been made, also
years of attempted anti-option legislation which its ad-
vocates claim has become necessary because of the dis-
turbance caused to prices by the speculation in “futures”
during recent years.

The services of the market for “ futures” to the cotton
trade may be summed up as follows :®

1. It has introduced greater stability of prices, spread-
ing the fluctuations due “» sudden changes in the actual
or probable demand and supply over a longer period than
under the old method of buying and selling, when prices
were constantly subject to sudden disturbances.

2. Itfurnishes the mechanism for moving the crop with
but little risk from a fall or rise of prices.

3. It maintains an open market for both spinner and
planter, enabling the former to enter into large contracts
for goods and yet avoid the necessity of carrying large
stocks of cotton with the attending costs of storage, in-
surance aund loss of interest, and enabling the latter to
select his own time for selling, with comparatively little
risk of loss involved.

The advantages of the unew method of buying and
selling have not been appreciated by the great majority
of the people, while the evils which are, without doubt,
connected with it from the fact that it has greatly in-
creased the number of speculative transactions by those
who are in no position to assume the risk which such
dealings involve,® have often been overlooked.

! The prices of both ‘‘spots’’ and ‘ futures ’’ were obtained from
the weekly reports of the New York Cotton Exchange.

2 Compare Mr. A. C. Stevens’ article on ‘‘ The Utility of Specula-
tion,” Political Science Quarterly, VI : 419.

? See an article by H. C. Emery on ‘‘ Legislation against Futures,”’
in Political Science Quarterly, X : 85, Also the same author’s recent

work, ‘“‘Speculation on the Stock and Produce Exchanges of the
United States,” 171-191. Hadley, ¢ Economics,” Chapter IV.
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The leading charge made against the system is that it
depresses the price of farm products “by the offering
upon the exchanges of illimitable quantities of fiat or
fictitious products by those who do not own and have not
acquired the right to the future possession of the articles
which they pretend to offer and sell.”' The ordinary
laws of demand and supply as a regulator of prices, say
the authors of this charge, have been destroyed by the
practice of “short selling,” and in place thereof the
“market wreckers” have introduced the law of supply
alone as the governing factor in determining prices.
For if the price is mnot low enough to suit the *bear
operator,” he has only to hammer them down until they
reach the desired figure, and then buy in enough to cover
his contracts.

But if we ask the authors of this charge what itis that
prevents the price reaching zero, as our elementary les-
sons in the theory of prices have taught us to expect in
cases where there is an “illimitable supply ” of an article,
and as it is certainly in the interests of the ‘ bear opera-
tors” to depress prices as much as possible; or if we

! House Reports, First Session, 52d Congress, No. 269, p. 1. Report
of Senate Committee on Agriculture and Forestry, Third Session, 53d
Congress, No. 986, Part I : viii~xx, e/ passim, Mr. John T. Roddey
in the Columbia State, Oct. 23 and 25, 1894. Charles W. Smith,
‘“Original Theories Upon and Remedies for Depressions in Trade,
Land, Agriculture and Silver,”’ London, 1893, pp. 36-40. [fbid, ‘“Com-
mercial Gambling,’’ London, 1893.

Not all who oppose the future delivery system do so on the above .
grounds. So good an authority asthe Banker's Magazine, (Vol.
XVII. Third Series, page 70), claims that ‘‘the system [of ‘future’
sales] is nothing more nor less than an adroit method practiced by
comparatively a very few persons of taxing the whole community,
as there cannot be a doubt that these paper contracts sustained during
the whole year have the effect of maintaining [ cotton] prices far above
their natural level.” (Italics mine). This opinion is shared by some
manufacturers. See Report of Senate Committee, I: 448,450. The
system of ‘‘futures’’ has also been opposed by many factors, whose
business has been injured by interior buying, itself largely dependent
on the future delivery business.
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venture to suggest that the demand side of the market
has not ceased to be operative ; that the ¢ bull operators ”
have met this “illimitable supply” with an illimitable
demand and have prevented prices falling below what is
expected to be their normal level, we are met by the
assertion that while the demand may still be effectual
enough to prevent prices from reaching the zero mark,
yet the ‘long’ is a far less potent factor in advancing
prices than is the ‘short’ in depressing them,” ' because
‘“one man may and does put the prices down, while it
requires the concurrent action of at least two persons to
advance the price.”?

«“It is not necessary,” say the anti-optionists, ““that
there be either a sale or a purchase to determine the
price, prices being as often determined by an offer where
there is no sale, as by those where there are.”?® But,
may we not ask, what prevents the offer from being
accepted as soon as it is made at a price below that which
the Exchange reports indicate is likely to prevail in the
month for which the offer to sell is made? And the only
rational answer to this question is that this offer will be
accepted under the circuinstances named. For there are
as many persons on the floor of the Exchange anxious
to profit by a rise of prices, as there are those who desire
to see a decline of the market. Let the market fall but
a few “points” below the level which the reports of the
weather bureau, the crop correspondents and the cotton
statisticians indicate as normal, and the late “bears?”
will become frantic “bulls” in their haste to “cover.”*

1Speech of Senator Washbnrn, Congressional Record, XXIII:
Part 6, page 5985.

2 7bid.

8 Ibid.

* For a statement of the influence of the short-seller in preventing
wide fluctuations in prices, see Emery, ‘Speculation on the Stock
and Produce Exchanges of the United States,” 121.
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There is no doubt but that a broker who has gained a
reputation as a shrewd buyer and seller may, and some-
times does, by bold offers to sell scare the timid “ bulls
into refraining from purchasing, but his power lies in the
very fact that his previous estimates of the “future”
market have proven more correct than Exchange reports,
or than the estimates of the buyers opposed to him. Still
the power of such a man who seeks to manipulate
prices is limited to a very narrow range. As soon as cot-
ton goes down a few “ points,” buyers will rush in and
send it up again.

But the favorite argument of the anti-optionists is that
these sales of “futures” ‘“do not constitute actual com-
merce, since they are dealings in which no actual trans-
fer of property is made.”' The seller sells not only
what he has not got, but what he “does not now or ever
expect to possess, and which the buyer does not expect
nor intend to receive and pay for.”*? These “fictitious
transactions’ are so interwoven with legitimnate com-
merce, the trade in real cotton, that the prices of “spot
cotton” are completely determined by the prices made
by speculators in ¢ futures,” the sale of which is often
eight or ten times as great as the -entire crop raised.
Now, as the speculators on the cotton exchanges are only
“hungry cormorants,” whose very razson d’ etre is to
prey upon “the plunder of the farmer,”?® “bulls” and
“bears” give over their ancient feud to make a joint
attack upon their common enemy, the farmer. Prices
for the future months, it is agreed, shall be put down far
below that which they are likely to attain if left to
natural law. The reports of these prices fixed by the

1 Report of Senate Committee, I : xii.

?Senator Washburn in Congressional Record, XXIII : Part 6, 5986.
3 Report of Senate Committee, I: xx.
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exchanges, say these writers, are circulated among the
farmers, who, terrified by the prospect afforded, hurry
their crops to market, but as prices for “spot cotton”
follow closely the prices of ¢ futures,”’ the farmers must
accept the prices which the manipulator at New Orleans
or New York has “manufactured ” for them.

In attemnpting to ascertain whether this pessimistic
theory of modern commerce be true or not, let us first
examine the statement that the buyer does not intend to
receive nor the seller to deliver the commodity sold, and
see how far it applies to transactions on the cotton ex-
changes. Rule 4 of the By-laws and Rules of the New
York Cotton Exchange' says: ‘“All contracts for the
future delivery of cotton shall be binding upon mem-
bers, and of full force and effect until the quantity and
qualities of cotton specified in such contract shall have
been delivered, and the price specified in said contract
shall have been paid. Nor shall any contract be entered
into with any stipulation or understanding between the
parties, at the time of making such contracts, that the
terms of such contract, as specified in paragraph 73 of the
by-laws are not to be fulfilled, and the cotton delivered
and received in accordance with such section.” ‘That
these rules are enforced, no one who is familiar with the
methods of the Hxchange can doubt. The severest
penalties are imposed for a violation of the rules by any
member of the Exchange.

It is the “ring clearance” which seems to have been
in the mind of the anti-optionists® when they made the
assertion that it was not the intention of the parties en-
tering into a contract to deliver or receive the cotton
therein designated.  But, as we have shown, the “ring

1 Page 105.
2 Report of Senate Committee, I: IX.,
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clearance ” is only a simple method of settling contracts
when the parties thereto are all buyers and sellers, and
the delivery of the cotton which would ultimately come
back to the original seller would be a useless expendi-
ture of time and energy. ‘The forming of a “ring” is
only possible when the price is ¢ within 25-100 cents of
the market price for like deliveries at the time,”' and
when all the parties interested agree to this method of
settlement. If either party were to lose by this method
of settlement, the “ring’ would never be formed, but
each party would demand his cotton in the form of
actual delivery. No one can know at the time he sells
cotton for future delivery whether his contract is to be
“rung” out or settled by actual delivery, although the
settlement of the majority of the contracts by the “ring-
ing out” method makes the presumption in its favor.
The chief explanation for this mode of settlement being
the favorite one, seems to be that a large number, per-
haps a majority of the ‘futures’ sold, are for the pur-
pose of “hedging” actual transactions, the modus oper-
and: of which we have already described. Owing to
the impracticability of using the cotton sold on the fu-
ture market as “spinning cotton,” the manufacturer or
his broker who uses “futures” to protect himself, must
buy back the “futures” which he has sold, or sell again
the “futures” which he has bought.

The rule of the cotton exchanges which gives the
seller the option of delivering any one of about thirty
grades or half grades of cotton on future delivery con-
tracts which are based on “middling,” has also been
the object of attack by the anti-optionmists, who claim
that it is a rule formulated in the interest of specula-
tors and designed to prevent those persons who desire

1Rules of New York Cotton Exchange, 105.
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to purchase cotton for actual use from using the future
market for this purpose.! That manufacturers and
factors do use the ‘‘future” market in spite of this rule
is shown by the testimony transmitted by the committee
urging this objection. The rule giving an option to
the seller as to certain grades of cotton to be delivered
by him is a necessary one, not ouly to the ‘seller who
otherwise might have some difficulty in securing the
exact grade of cotton called for in the contract, but also
because of the facility given to settlement which the
rule affords. With the contracts specifying exactly
the grade to be delivered, and fifty different contracts
specifying fifty different grades, there would be little
chance of employing the simple mode of settlement,
“cancelling the contract,” or ‘“the ring clearance.”
Nor is there anything to be gained by such a change in
the mode of settlement which is not already secured
under the present system. If, on the other hand, the
contracts should call for the delivery of “middling’”
only, there might not be enough of what is technically
known as “middling” to supply the wants of those
who demand delivery. And the existence of such a
rule could not but injure the sale of the other grades.
The lack of the preseut system seems to be not in the
fact that it includes so many grades, but that it does not
permit of the delivery of the higher grades, and thus it
tends to exclude the manufacturers who use only the
higher grades from the use of the “future ” market.”

Another point relied upon by those who oppose the
system of dealing in “futures” on the cotton market,

I Report of Senate Committee, I : VIII-IX.

21t has been claimed by some well acquainted with the cotton trade-
that the discriminations made by the future delivery contracts in

favor of the lower grades, enable these grades often to find a market
where they would otherwise be sold with difficulty.
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is that the prices of ¢“spot cotton” follow closely those
of “futures,” and suffer from the same fluctuations which
result from speculation in the latter.! We may, I think,
accept this statement of the case without endangering
~ for the moment the position which we have assumed.
We may acknowledge that prices of “spot cotton” are
largely governed by the prices which prevail on the
‘“future market ” for some month yet to come, and may
even, in the words of the anti-optionists themselves, ac-
knowledge that ¢ the price for that mouth has been fixed
as far as a future event can be fixed by human agency,
by actual transactions taking place among men, the best
posted of all men in the conditions that regulate prices.” ?
In any case, the price of commodities is regulated not
alone by the existing demand and supply, but by the
anticipated demand and supply as well, and the system
of “futures” has arisen from the very fact that the an-
ticipated demand and supply can be quite accurately
foreseen. Is it better to act upon that knowledge at
once and have “the best posted of all men in the condi- .
tions that regulate prices” state at once the prices which
are likely to prevail, and offer to buy and sell on that
basis, thus enabling producer and consumer to adjust
their business in accordance with the probable condi-
tions? Or, is it better to leave the knowledge gained
by modern methods of communication unused, and wait
until the expected change makes itself felt upon the
market? Omne answer to these questions can be found
in the chart already presented (page 312). ‘The answer
is the more apt from the fact that the years treated in
the upper portion of the chart are constantly referred to
by the anti-optionists as the “ golden era” of high prices,
steady markets and absence of “bulls” and ‘“bears.”

! Report of Senate Committee, I : xiv-xv.
2/bid., xv. '
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The opponents of the future delivery system themselves
acknowledge that the introduction of dealings in futures
has had the effect of taking speculation out of the
“spot ” market.

There is another serious charge against the sale of
“futures ” that has been brought forward by those per-
sons who favor legislation against “futures.” The in-
surance which the system affords to the exporter or im-
porter of cotton, we are told ‘“is mere gambling as to
the future price of the commodity.”' And it has also
been claimed that these dealings “ are in law, pure gam-
bling on the future price of cotton.”*® It can scarcely
have been by accident or ignorance on the part of the
members of the Senate Committee on Agriculture and
Forestry, of the fifty-third Congress, that led them, in
seeking evidence on the legality of these transactions, to
overlook the decisions of the United States Supreme
Court on the question of the legality of these contracts.
That tribunal has held (Irwin vs. Williar, 110 U. S.,
499, 507, 508; 4 Sup. Ct. Rep. 160) that, “A person
may make a contract for the sale of persomal property
for future delivery which he has not got. Merchants
and traders frequently do this. A contract for the sale
of personal property which the vender does not own or
possess, but expects to obtain by purchase or otherwise,
is binding if an actual transaction of property is con-
templated.” ‘The same tribunal has also held (Bibb vs.
Allen ef al., 149 U. S., 481; 13 Sup. Ct. Rep. 269) that
‘“sales made subject to the rules and regulations of the
New York Cotton Exchange ” are not ¢ wagering tran-
sactions,” and are therefore not void.?

! Report of Senate Committe, I: xviii.

2 Ibid., ix.
3There is not space in this article to consider all the arguments that
21
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It is not to he denied that the system of buying and
selling “futures” does offer great facilities for those who
wish merely to speculate on the price of a commodity,
and the system offers opportunities, which have often
been embraced, for persons of limited means to indulge
in “market gambling.” Especially is this true in the
case of cotton. Persons who would not have the money
to buy “spot cotton” to hold for a rise, are able to put
up the ome or two hundred dollars required for
“margins.” Like a lottery, therefore, it serves to draw
in all the earnings of a certain class who do not possess
the knowledge of the market conditions necessary to the
operators on the Exchange, and too often leads them to
invest not only their own capital, but the property of
others confided to their care. How much has been thus
spent by the cotton growers of the South, no one knows.
Opinions differ as to the extent of the practice among
planters, but it is known that every few years a specu-
lative mania seizes hold of the people of this section,
leading them to turn “bulls,” and to send the price of
cotton up far beyond what the actual and probable future
condition of the market warrants.
have been brought forward by those opposed to the modern trade in
“‘futures,” especially in the Report of the Senate Committee so
often referred to in the preceding pages. The report of this commit-
tee, not only on the subject of ‘¢ futures,” but on the whole treatment
of the causes which have led to the recent depression of cotton prices,
shows a wonderful manipulation of the testimony taken by them, to
advance the pre-conceived or pet theories of the members of the com-
mittee. On the subject of ‘“ futures,”’ there is scarcely an argument
presented in the report of the committee which is not fully and adequate-
ly answered in the published testimony transmitted with the report. A
full treatment of the subject of contracts for future delivery and their
relation to commerce from the standpoint of the defenders of the
system, is to be found in the articles of Mr. A. C. Stevens and Prof. H.
C. Emery, already referred to. For the opposite view, see in addi ion

to the authorities referred to on page 314, W. E. Bear, ‘‘ Marke:
Gambling,” in Contemporary Review, June, 1894.
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All well meaning persons will willingly support an
effort to prevent by legislative means, or otherwise, the
gambling speculations which are without doubt a feature
of the modern produce and stock exchanges." But to
attempt to do this by forbidding “ contracts for the sale
and future delivery [of commodities] by a party who is
not the owner thereof; and has not acquired the right
from the owner to the future possession of the article
contracted to be sold and delivered,” * would be striking
a blow at the modern mechanism of commerce that
would recoil with particular severity on the producers
of the South, dependent, as many of them are, on the
sale of their crops months before the harvesting of them.?

L ¥or the plan devised in Prussia to check these speculations, see
H. C. Emery, ‘ Legislation Against Futures,” Folitical Science
Quarterly, X : 85. Idem, ‘“Speculation on the Stock and Produce
Exchanges of the United States,”” Chapter VI.

2House Reports, First Session, 52d Congress, Vol. 4, No. g69,
page 3.

3The framers of the Hatch bill sought to avoid this by providing
that the act should not apply to ““ contracts made by any farmer or
planter for the future delivery of the products of his land, either
grown or growing.” But as the merchants or brokers would be
estopped from contracting with the spinner to furnish him cotton
which they had not already secured, the market would be narrowly
limited with a heightening of the risk which the broker would run,
and the consequent lower price which he could afford to pay to make
up for this risk.



CHAPTER XI.

THE COTTON TRADE OF THE UNITED STATES FROM
1866 TO 1897.

Released from the shackles which had been put upon
it by the Civil War, and freed from its dependence on
slave production, the American cotton trade began
rapidly to recover the ground lost by it during the four
years’ struggle, and soon attained in the commerce of
this country and that of the world an importance even
greater than that possessed by it in 1860. The early es-
timates of the amount of cotton remaining in the South
at the close of the war were entirely too large. At the
end of August, 1865, the Commercial and Financial
Chronicle, an authority in high favor among cotton men,
supposed that 3,100,000 bales was perhaps not too large
an estimate of the cotton which merchants and traders
were inclined to believe had been hidden away by the
planters, safe from capture and confiscation by the
northern troops.” Less than three months later it had
reduced this estimate to 1,500,000 bales.? In view of
the disorganized condition of the South and the unwill-
ingness of the negroes to work, the Chronicle estimated
the crop of 18635 at only 300,000 bales. About the first
of June of the succeeding year, the Clhronicle raised its
estimates. ¢ Those who estimated the supply of cotton
in the South at about two and a half million bales,” it
said, “seem likely to witness the fulfillment of their
predictions.”® Up to that time, 2,300,000 bales had
already been received at the ports. ‘This total must

L The Chronicle, 1: 259.

2 Jbid., 611.
8 [bid., 11 : 675.
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have included the greater part of the crop raised in 1865.
By September 1, 1866, the receipts at the ports aggre-
gated 2,666,222 bales." According to the rule observed
by cotton statisticians of estimating as the crop for the
year all brought into sight since the close of the last
commercial year, 2,269,316 bales of the above represent
the commercial crop of 1865-66. But it is certain that
a large part, probably the greater portion of this com-
mercial crop, consisted of the cotton which remained
undestroyed in the South during the war. Watkins?
thinks that the actual crop of 1865 was not in excess of
500,000 bales, and although this estimate may be
too small, it leaves omnly a little over two million
bales as the cotton held in the South during the war.
The belief in the existence of large quantities of pent-
up cotton which were likely to be brought forward at
any time, caused a more rapid decline of prices on the
return of peace than the actual state of things warranted.
In early March of 1865 the price of cotton was go cents
in New York, but two weeks later, after the Federal
successes around Richmond had shown that the conflict
was nearly over, the price had fallen to 55cents. Again,
after the announcement that the President would remove
the restrictions on the sale and transfer of the staple,
the price further declined to 40 ceuts.” But the ex-
pected arrivals of pent-up cotton were much smaller
than had been anticipated, although during the summer
of 1865 the movement to the ports was quite a brisk
one. 'The stocks at New Orleans increased from 17,250
bales in the middle of June, to 88,000 bales in the mid-
dle of August.*
1 The Chronicle, 111 : 453.
2¢¢ Production and Price of Cotton for One Hundred VYears,”’ 14.

8 The Chronicle, 1: 358.
¢ Jbid., 259.
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There was, of course, much uncertainty as to what
would be the future of cotton cultivation in this country.
To those who believed that the culture of the staple was
dependent upon the existence of slavery, the end of
“King Cotton’s” days seemed to be fast approaching.
Even those who trusted in the ultimate triumph of free
labor in the cotton fields, were forced to admit that the
prospect for a few years looked anything but flattering.
There was plenty of labor, but this labor had just at-
tained its freedom and was inclined to enjoy it in idle-
ness for a while. Besides, there was little capital in the
South to hire labor, or to purchase seed and tools. And
then there were India, Egypt and Brazil in possession of
the British and Continental markets to be displaced, if
possible, by the American staple. This latter task
proved a not difficult one. Furopean spinners were dis-
couraged by the attempts to spin the dirty short stapled
cotton from the East, and although they were obliged
to continue its use in large quantities for a time, they
were quick in giving the American staple the preference.
The importation of Indian cotton by Great Britain,
which reached its high water mark in 1866 with 1,866,-
oco bales, met with an almost steady decrease after that
year until 1882, when, influenced by the reports of a
short American crop, India was induced once more to
send over a million bales to Liverpool. Egypt alone of
the competitors to the United States which the Civil
War had raised up or stimulated, seemed able to main-
tain the favor of the European spinners which had been
shown them in the absence of the American cotton.
For the five years immediately following the war, the
demand for American cotton was sufficient to keep it
from sinking much below 25 cents on the New York
market and 10 pence in Liverpool.
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The reorganization of the labor force and the ex-
pansion of cotton culture in the South was a more
formidable undertaking than the securing of a market
for the cotton when it was raised. The crop of the year
1865 was much larger than had been anticipated,' but
the increase in the growth of cotton was very slow until
1870, and not until fifteen years after the war was over
was there a crop produced equal to the remarkable one
of 1860. The dull trade during 1867 and 1868 led Con-
gress to repeal the internal revenue tax on raw cotton
which the necessities of the war had led it to im-
pose.” In 1869 prospects grew brighter, but in 1870 the
Franco-Prussian war caused another disorganization of
the foreign trade of the United States, especially that
with the Continent.?

By 1871, the cotton trade of the world may be said to
have again reached its normal state. The American
crop was in excess of 4,300,000 bales, and the consump-
tion of the Huropean and American mills had attained
up to that time its maximum. American had not yet
gained the superiority over the cotton from other coun-
tries in the same degree as iu the decade preceding 1860,
but British importations from the United States were on
the increase, while those from other countries had become

‘stationary, or had almost ceased. Prices were still above

ante-bellum figures, but American “middling” had
reached 17 cents in New York on the down grade, and
814 pence in Liverpool.

The cotton trade does not seem to have been greatly

L The Chronicle, 1: 611.

2'This tax was imposed in July, 1862, and was then one-half cent
per pound. In June, 1864, it was raised to two cents; in March,
1865, to five cents ; was reduced in July, 1866, to three cents, and en-

tirely removed on February 3, 1868.
3 Watkins, ¢ Production and Price of Cotton,” 15.
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affected by the panic of 1873. The production of the
staple was in excess of that of the preceding year, though
not solarge as during 1871. ‘The consumption in Europe
and at home appears to have been normal, and prices
were in accordance with a natural state of affairs. Nor
did the depression suffered by the English cotton industry
during the years 1878 and 1879 seriously affect the cot-
ton trade of this country. Prices were slightly less in
1879, but the production, exportation and consumption
of the staple presented their usual iucrease.

A reference to the chart showing the average annual
prices of American cotton in New York and Liverpool
(Appendix I) will show that British prices have usually
been at a higher level than have American. ‘This is ouly
what we should expect, from the fact that British prices
must include the freight to ILiverpool. During the
Civil War, the more urgent demand of the northern
spinners is doubtless sufficient to explain the higher
prices which prevailed on this side the Atlantic, but
this higher level was maintained after the close of the
war by the expanded character of the American cur-
rency. But about the time resumption of specie pay-
ments was decided upon in 1875, British prices again
overtopped the American, and have continued at a
higher level ever since.

The decade beginning with 1880 was one very favor-
able to the cotton trade and industry of the United
States. 'The crop harvested this year was the largest
yet grown, and the consumption of the American
mills, which, according to the Tenth Census numbered
756, with 10,678,516 spindles, was in excess of one and
three—quarter millions of bales. 'The demand for cotton
was strong enough to even cause a rise in prices.

In 1881 a Cotton Exposition was held at Atlanta.
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The visitors to this were convinced that “an industrial
revolution had actually been effected in the South,”
and that the raising of cotton was not only possible
without slave labor, but was carried on with more profit
and better results under the new regime. One gentle-
man present claimed to have produced with free labor
cotton at three cents a pound.”

Some attention must be given to the year 1882 on
account of the speculative character that the cotton
trade then assumed. This year is a favorite illustration
with those who claim that speculation in ‘futures” is
responsible for the uncertainty of the market, and that
“short selling ” is the cause of the depression of prices.®
The supporters of this theory hold that the short crop
of this year should have met with an advance in prices;
that this view was taken by the planters, “ whose ten-
dency is always to hope for and believe in higher
prices,” and who, expecting to profit by the advance in
value, invested largely in ¢futures.” ‘The ¢ bears”
having thus enticed the “lambs” into their dens, sud-
denly began *‘selling short,” until “the bottom fell out
of the market,” the former buyers became panic
stricken and hastened to “unload” their purchases at
prices even lower than those of the big crop year, 1881,
while the “bears, having covered their shorts” at the
lowered prices, desisted from their operations and the
market under normal conditions again advanced.

In studying the conditions of this year, we must first
look at the crops of the preceding years. After 1876,
the production of the United States had increased at a
rapid rate, and the crop marketed in 1880-81 was the

L The Chvonicle, XXXIV : 3.

1bid.

3 Testimony before House Committee on Agriculture, House Re-
ports, 52d Congress, First Session ; No. 969, p. 1245.
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largest that had ever been attained, being 6,589,000
bales. Although the consumption of Europe was larger
than during the preceding year, October 1, 1881, found
stocks at the ports twice as large as for ‘the previous
year.  Ellison’s “ Annual Report” stated that con-
sumption was likely to increase at the same rate during
the following year, that the crop of America would
probably be “smaller than that of last season,” and that
arrivals from other countries would not be mnuch greater
than they had been.! "In view of this conservative state-
ment, the Commercial and Financial Chronicle felt
warranted in saying that ¢ thereis going to be no dearth
of cotton this year,” and that “it is wise to let Europe
have all she wants at present prices.”” Throughout the
South, however, the Chronicle’s and Ellison’s view of
the situation was not accepted, but the estimate of the
United States Agricultural Bureau, which made the
crop ouly about 4,600,000 bales, was relied upon. Many
planters, therefore, invested largely in “futures.” By
the middle of Febuary the sales of “futures” since
September 1, on the New York Cotton Exchange were
twenty ‘per cent. in excess of those during the same
period of the preceding year, and in New Orleans the
sales of “futures” were already in excess of the sales
for the entire commercial year 1880-81. Commenting
on these conditions, the Chronicle said (Feb. 18, 1892):
“Are not such figures wonderfully suggestive of severe
losses and painful experience . . . ... [Speculation]
is a prominent reason why the South does not accumu-
late wealth faster. It always speculates on a cotton
crop, and almost universally on what is called the bull
side. Many of the southern people are so wedded to

L The Chronicle, XXXIIL: 547.
‘2 Jbid., 456.
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their idea that they dislike the giver of any information
which does not help their theory.”’

By February it had become apparent that the esti-
mates of the United States Agricultural Bureau had not
only been too low, but that the receipts of cotton by
Kurope from other countries than the United States
would be far in excess of what had been expected, and
there came the unavoidable collapse in prices. The
United States crop, although a short one, was nearly a
million bales in excess of the early estimates. Although
Manchester increased her consumption, she took less
American cotton than during the preceding year, and
made up this deficiency by increased consumption of
cotton from India, which had been led by the expecta-
tion of higher prices, to send to Liverpool over a million
bales, nearly twice as much as during the preceding
year. As a result of all this, prices for American fell so
low during the latter half of the year that the average
for the whole year was less than for the preceding year.
The decline in prices was not due, however, to manipu-
lation on the part of the ¢ short seller,” but was a natural
result of the over-speculation by ‘“long buyers.”

In the winter of 1884-85, a Cotton Exposition to
commemorate the centennial of the cotton trade of the
United States, was held in New Orleans. The infant
republic which in 1784 had sent its eight bales of cotton
across the seas, was now at times sending nearly five
million bales to European spinners, besides consuning
two illion bales in her own mills. The crops of 1884
and 1885 were short ones, but after these years, until
the end of the decade, there was an almost steady in-
crease in production. The consumption of cotton in
both Europe and America maintained a corresponding

v The Chronicle, XXXIV : 188.



332 The Cotton Trade of the United States.

increase, and for seven years, beginning with 1883,
average prices in New York were between 9@/ and
IT 1-10 cents, and in Liverpool were between 514 and
7% pence for middling uplands.

In 1890—91, there came on the market a crop of
8,650,000 bales, followed the next year by a crop of
over nine million bales. ‘Then came two years of
moderate production, but the commercial year 1894-95
threw another enormous crop of 9,900,000 bales, or over
five billion pounds, on the market. Such a decline of
prices resulted that cotton has been selling for less than
nine cents ever since the spring of 1891, and during the
early part of 1895, touched the extremely low figure of
5% cents in New York, and 474 cents in New Orleans.
Owing to reduced acreage and to attacks of the boll
worms the crop of 1895-96 was a small one, and a con-
siderable advance in prices took place ; middling uplands
selling on the New York market at an average of 8.16
cents for the commercial year. During the past year
prices have once more suffered a decline. 'The commer-
cial crop of 1896~97 which amounted to 8,757,000 bales
was sold at an average price of 7.72 ceuts per pound in
New York and 7.32 cents in New Orleans. But the
crop was raised at a very small cost, and despite the low
prices ‘it is safe to estimate that it has netted the pro-
ducer more than any previous one.”!

Considerable effort has been made by various writers
to explain the depression in prices of cotton which has
taken place since t89o. The committee appointed by
the Senate of the fifty-second Congress to investigate
the conditions of American cotton growers and the

! Henry G. Hester, Annual Report of New Orleans Cotton Ex-
change, September 1, 1897.
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causes for the depression in the prices of the American
staple, in their report denied that over-production was
the cause of the low prices, or that there had been any
over-production in the sense in which that term is
usually employed. The proof which the committee
brought forward to support these really remarkable
statements, was a comparison of the supply of cotton
for the mills and the average prices of the year 186061,
with the supply and prices for the years since 189o. It
was found that while the supply for the mills at the
close of the commercial year 1861 (August 31), was as
great or greater than at the close of the commercial
years 1891, 1893 and 1894, yet prices were in 1860-61
forty or fifty per cent. higher than for the later years.
“'This,” says the committee, utterly overthrows the
theory of over-production as the cause of the low price,
the surplus in America being less than in 1860.” !

The absurdity of this entire argument will be appar-
ent to all who have followed the history of the cotton
trade, and who remember the critical condition of the
world’s cotton industry in 1861. The commercial year
ending August 31 of that year extended five months into
the period covered by actual hostilities, carried on in the
midst of a country producing seventy-five per cent. of
the cotton used in the European mills. The prospect
of a cutting off of supplies of cotton for years to come
was certainly sufficient to prevent a decline in the price
of that staple without any regard to the few months’
supply which then lay in the mills or in the ports. As
we saw in our discussion of this period, the one thing to
cause wonder is that prices did not go much higher, as
they undoubtedly would have done if the real gravity
of the situation had been appreciated.

1 Report of Senate Committe, I: v.
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Having rejected, in spite of the alinost unanimous
testimony of the witnesses examined, the theory of over-
production as the cause of the recent decline in prices of
cotton, the committee considers at some length the
causes which it finds to be chiefly responsible for the
financial depression from which cotton growers have
been suffering. ‘These causes the committee asserts are,
speculation in ‘futures,” and the demonetization of
silver. We have already discussed the reputed influence
of the future delivery system on prices.! With reference
to the influence of the so-called demouetization of silver
on prices, we can only say that the investigation of this
interesting subject belongs to the student of general
prices, and does not fall within the domain of the present
work. For whatever influence this circumstance may
have exerted on the price of cotton, it has exerted with
equal effect on the prices of other commodities, and it is
plain that the recent depression in the prices of cotton
has been much greater than the fall in the prices of
commodities in general.?

The secretary of the Senate sub-committee, Mr. Alfred
B. Shepperson, a cotton statistician of prominence, also
inclines to the opinion that over-production has not been
the cause of the recent low prices, although he does not
state what he considers to have been the true cause.
“ An examination of the number of weeks' supply of
cotton in the Furopean markets at the end of each sea-
son,” says Mr. Shepperson, ‘“does not confirin the opinion

L Above, Chapter X.

2 For a discussion of the reputed advantages which the silver stand-
ard countries, India and Egypt, have over the United States in the
production and sale of cotton, see the author’s article ‘ The Southern
Farmer and the Cotton Question,”” Political Science Quarterly, Sep-

tember, 1897, pp. 470-72.
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held by many persons, that of recent years there has
been an over-production of cotton. It is evident that
the proper way to judge of the supply of any manufac-
tured product is by the number of weeks’ supply for the
use of the mannfacturers in the market at the close of
the season, and judged by this standard, the average
yearly supply exceeded the demands of the manufac-
turers to a greater exteut from 1843 to 1860 than from
1866 to the present time.”' But aside from the fact
that the existence of a large supply of cotton on hand at
the end of a year is more often the result than the cause
of low prices, we cannot judge fairly what prices ought
to be by comparing the supply at the close of a re-
cent year with the supply at the close of some year
previous to the Civil War. The great development in
means of communication and transportation, and the rise
of the future delivery system, built upon the modern
methods of transporting news and goods, have done
away with the necessity of carrying the large stocks of
cotton customary in the earlier days. Omne can scarcely
conceive at the present time of manufacturers or
merchants again carrying such enormous stocks as they
did in 1843, when at the end of that year a supply of
cotton equal to thirty-four weeks’ consumption was
gathered in Hurope.

The true method of ascertaining whether there has
been over-production in recent years, or whether there
has been “an increasing demand equalling the increas-
ing supply,’” as the Senate Cominittee asserts to have
been the case,” is to compare the rate of increase in pro-
duction and the rate of increase in consumption since

1 Report of Senate Committee, I: 500.
27bid., v.
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1890, not only with each other but with corresponding
rates for some previous years. To find years proper for
comparison we need not go back to ante-bellum days.
No decade in the history of the American cotton trade
has been more favorable to the cotton industry, and
more nearly exemplifies the normal condition of the
trade, than the decade beginning with the commercial
year 1880-81. Watkins says of it: ‘“‘Throughout this
decade prices were maintained with remarkable uni-
formity, although at times there were complaints of an
accumulation of manufactured goods, the supply being
in excess of the demand.”' It is with the increase in
production and consumption during this decade, there-
fore, that we shall compare the increase in production
‘and consumption between 1890 and 1895. With the
exception of trifling amounts the entire American crop
is consumed in the mills of Europe and the United
States. Adding to this the imports into Europe from
other countries, we get the total crop so far as it con-
cerns the European and American consumption. Com-
paring this with the consumption of both countries, and
noting the rate of increase of each and the supply left
over at the beginning of the new year, we obtain the
following facts :*
1 Watkins, ¢ Production and Prices of Cotton,’’ 17.

2The data for this table are furnished by the Commercial and Fi-
nancial Chronicle, LXI : 403.
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‘Total rotal Visibleand| Average

United Supply |Supply for Actual Invisible | Annual

Year. States |from Other| Furope Con su;u _| Supply at | Price in
Crop. Countries. and ton P Beginning| ILiver-

America. . of Year. pool.

Bales of Bales of Bales of Bales of Bales of Pence

400 1bs. 400 1bs. 400 1bs. 400 1bs. 400 1bs. .
1880-81 . . .| 7,519,000 1,337,000 9,356,000 8,646,000 1,548,000 6.48
1831-82 . . .| 6,073,000 2,510,000 8,583,000 9,035,000 2,168,000 6.70
1882-83 . . .| 8,058,000 2,350,000 | 10,480,000 9,499,000 1,616,000 5.90
1883-84 . . .| 6,485,000 2,434,000 8,919,000 9,290,000 2,405,000 6.03
1884-85 . . .| 6,420,000 2,007,000 8,427,000 8,597,000 1,939,000 5.76
1885-86 . . .| 7,480,000 2,100,000 9,580,000 9,371,000 1,679,000 5.14
1886-87 . . .| 7,450,000 2,478,000 9,928,000 9,757,000 1,800,000 5.42
1887-88 . . .| 8,000,000 2,100,000 | 10,100,000 | 10,167,000 1,841,000 5.51
1888-89 . . .| 8,079,000 2,350,000 | 10,429,000 | 10,524,000 1,614,000 5.73
1889-90 . . .| 8,525,000 2,580,000 | II,1I05,000 | 11,055,000 1,499,000 5.97
Average . .| 7,408,000 2,274,000 9,690,700 9,594,000 1,810,900 5.86
1890-91 . . .| I0,170,000 2,488,000 | 12,658,000 | 11,726,000 1,434,000 4.94
1891-92 . . .| 10,800,000 2,390,000 | 13,190,000 | II,721,000 2,266,000 4.18
1892-93 . . .| 8,044,000 2,690,000 | 10,734,000 | II,348,000 3,610,000 4.57
189394 . . .| 8,920,000 2,719,000 | 11,639,000 | 11,692,000 2,885,000 4.23
1894-95 . . .| 12,050,000 2,000,000 | 14,050,000 | 12,579,000 2,707,000 3.41

1895-06 . . L. .o e e e e e e 3,953,000 | . . . . .
Average . .| 9,996,800 2,457,400 | 12,454,200 | 11,813,200 2,809,000 4.26

From the above table it will be seen that there is lit-
tle foundation for the statement that there has been
within the past few years an increase in the demand
equal to the increase in the supply. HEven for the de-
cade ending with 1890, the increase in consumption did
not quite keep pace with the increase in production.
The average consumption for the decade was nearly one
hundred thousand bales less than was the average sup-
ply for the American and Furopean mills.

Between 1890 and 1895, however, the production
far out-stripped consumption. The total supply for the
European and American mills in 1894—95 exceeded that
of 189o—91 by nearly eleven per cent., while the con-
sumption of 1894—95 showed an excess over that of
1890—91 of only 7.28 per cent. The average consump-
tion for the five years was 661,000 bales less than the
average ‘“total supply.”
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The American planter cannot shift the entire responsi-
bility for this increase in production on to the shoulders
of the cotton growers of other lands, for it will be seen
that between 18go and 1895 the average annual supply for
Europe from other countries than the United States was
less than 200,000 bales in excess of the average supply
between 1880 and 1890. In the meantime stocks ac-
cumulated until the total visible and invisible supply at
the beginning of the commercial year 1895-96 amounted
to nearly four million bales of 400 pounds each.

To a slight extent a decline in the rate of consump-
tion is a cause for this failure of production and con-
sumption to keep pace with each other since 189o.
The consumption for the year 1892-93 was 3.27 per
cent. less than that of the preceding year, which was it-
self slightly less than that of 189o—91. The commercial
and financial depression which has attacked industry
since 1890 has doubtless had a great effect in checking
the power of consumption of the people for cotton goods.
Under normal conditions we should have expected the
reduction of prices to have caused a more rapid increase
in the rate of consumption, but the business depression
was felt in New England so keenly during 1893 and
1894 that Ellison & Co., in their annual report for 1894,
tell us that America was obliged to find a market in
Liverpool for from 300,000 to 400,000 bales of cotton
which would otherwise have been consumed at home.

As a more particular and definite cause of a decrease
in the rate of consumption, we have the strike of the
cotton mill operatives of Lancashire. The strike lasted
from Nov. 7, 1892, to March 26, 1893, and so affected
the cotton industry that the consumption of Great Brit-
ain was 300,000 bales less for 1892—93 than for 1891-92.'

Y Commercial and Financial Chronicle, LVIL: 403.
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This was a sudden blow to the cotton trade, for all the
indications had pointed to a greatly increased consump-
tion. The loss from this cause alone almost suffices to
explain the falling off in the consumption during the
years 1891—93.

But after all due allowance is made for the failure in
the expected rate of consumption, it is in a too rapid in-
crease in the rate of production that the chief blame lies
for the recent decline in the price of cotton' Under
healthy business conditions it is doubtful if the world’s
markets are ready to take crops of over nine million bales
from the United States, in addition to the average sup-
ply from other quarters, at prices which will afford the
producer a profit. It is almost universally conceded that
the only permanent relief from low prices is to be found
in a reduction of the acreage. And the difficulties which
lie in the way of this plan we have already considered.?

In reviewing the history of the cotton trade since the
Civil War, perhaps the first thing which strikes our at-
tention, after the increase in production of the staple in
the United States, is the change in the routes for mar-
keting the cotton. One of the characteristic features of
the history of the cotton trade before the Civil War,
was the repeated and always unsuccessful attempts on
the part of the British manufacturers to relieve them-
selves from dependence on one source of supply for their
cotton. ‘The history of the cotton trade since the war
has shown a more successful effort on the part of the
cotton growers to emancipate themselves from the con-
trol of a single market for their product.

! Compare an article by S. I. Hubbard, Jr., in the Benkers' Maga-
zine for January, 1895.

2GSee Book I, Chapters V, VI and VII,
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In 1860 Great Britain took 35 per cent. of the Ameri-
can crop, and consumed in her mills 49.8 per cent. of the
entire amount consumed by the mills of all Europe and
America. In 18935, only 33 per cent. of the American
crop found a market in Great Britain, and only about
34 per cent. of the entire amount consumed in the
United States and Furope was spun in the British mills.
This has not been due to an absolute decrease in the
consumption of British mills. On the contrary, the
consumption of Great Britain is vastly in excess of that
of 1860, and America furnishes a larger percentage of
this cotton than she did previous to the war. But while
the consumption of cotton by British mills has in-
creased at a flattering rate, the market for cotton has
been strengthened by a still more rapid increase in the
consumption of other countries. Thus the Continental
countries which consumed 1,723,000 bales of 400 pounds
each in 1860-61, or about 32 per cent. of the total
European and American consumption, in 1895 consumed
5,096,000 bales, or over 40 per cent. of the total con-
sumption of Europe and the United States. Previous
to 1870, France was the Continental country first in im-
portance as respects cotton manufactures, butan import-
ant seat of her industry was to be found in the Rhine
provinces, Alsace and ILorraine. When these fell to
Germany as a result of the Franco-Prussian War, it gave
that country the leadership on the Continentas a cotton
manufacturing land. KEven France’s claim to second
place among Continental countries is now disputed by
Russia, whose cotton industry has grown ata marvelous
rate since 1850. 'The number of spindles in this country
in 1892—93 was five millions, and the cotton consumed
1,035,000 bales, as compared with five and one-half mil-
lion spindles and 750,000 bales of cotton consumed in
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France.! Austria, Italy, Spain, Belgium, Switzerland,
Sweden, Holland, Portugal and Greece follow in the
order named, as regards the importance of their cotton
manufactures. All of these countries import cotton from
the United States, most of them having the bulk of
their consumption composed of American cotton.

Although it is gratifying to be relieved of dependence
on ome market for the sale of our raw cotton, thus
diminishing the probability of disaster to the cotton
trade by such circumstances as a war between this
country and Great Britain, or a strike among the cotton
mill operatives of Lancashire, and while this tendency
to seek more markets is in keeping with the commend-
able policy of Mr. Morton, the late Secretary of Agri-
culture, there are some dangers to the American cotton
trade connected with the changed routes for marketing
cotton. The English trade in cotton goods has grown
at a rapid rate, but it is plain that without the develop-
ment of manufactures elsewhere, the increase in English
trade and manufacture might have been still more rapid.
Especially is this true as regards India. The unsuccess-
ful struggle which India waged with America on the
British cotton markets previous to 1870, she has at last
turned into success by consuming her own cotton. In
1869 there were in India only about 400,000 spindles,
consuming annually about 80,000 bales of cotton.? By
1895 the number of spindles had increased to nearly or
quite 4,000,000 (3,650,000 in 1894), and the consump-
tion of cotton to about 1,375,000 bales® While this
manufacture of her own cotton has led India to relax

! Ellison, ‘TLancashire and Her Competitors,” Latham, Alexan-
der & Co.’s Report for 1894, p. 3.

% In addition to 670,000 bales spun by hand.

3 Ellison, ‘‘The Cotton Trade of Iudia,” Latham, Alexander & Co.’s
Annual Report for 1895, 35-6.
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her efforts to compete with American cotton on the
Huropean markets, it has, by seriously disabling
British trade in cotton goods mnot only in India
but likewise in China and Japan, reduced to a certain
extent the manufacture of American cotton into goods
intended for those markets.

But likewise the shifting of our cotton trade from
England to the Continent has brought us into greater
competition with cotton from other countries than
would likely have been the case if we had met
these cottons only in Lancashire. As respects Indian
cotton, it is true that this competition is less felt now
than it was some years since. ‘The consumption of
Surat cotton has almost ceased in England, and has been
greatly reduced on the Continent. Still, the use of this
cotton is considerable, especially in such countries as
Switzerland, Belgium and Austria. The slower speed
of the spindles on the Continent enables the operatives
to spin this short cotton when its use would be imprac-
ticable in England or America, and its cheapness makes
its use preferable for the lower grades of yarns.

But the Continental countries consume also consider-
able quantities of cotton from other lands. Thus the
Egyptian cotton is much used in France, Russia and in
Alsace and Saxony, while almost one-third of the cotton
consumed by the large and rapidly growing Russian
manufacture comes from Asiatic countries, Persia, China,
and especially from Turkestan and the Trans-Caucasian
provinces belonging to Russia.

While, therefore, the expansion of the cotton industry
on the Continent has been of the greatest advantage to
the American cotton growers, it must be remembered
that some of the markets thus furnished must be jeal-
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ously guarded, or they may be lost to the producers in
other quarters of the globe.

But another rival to Lancashire, of more importance
to the American cotton grower than the cotton manu-
factures of any of the Continental countries, is the home
manufacture. The increase in the amount of cotton con-
sumed at home has been much more rapid than in Great
Britain or on the Continent. In 1860 less than four
hundred million pounds of cotton were consumed by the
mills and domestic manufactures of the United States,
the percentage of the American crop thus used being
about 20 per cent., while America’s percentage of the
combined consumption of Furope and America was less
than 18 per cent. In 1895 over 1,400,000,000 pounds
of American cotton were consumed in the United States,
or over 28 per cent. of the entire American crop, 25 per
cent. of the joint European and American conswmption.

The most noticeable feature of the American cotton
industry since the Civil War has been the growth of the
cotton manufacture near the seat of the supply of raw
material. In 1860 there were in the southern states but
217,000 spindles, and only 10,000 bales of cotton were
consumed in the mills, although the domestic manu-
factures consumed much in excess of that amount. Now
about one-fifth of the spindles of the country are to be
found in the South, and nearly one-third of the entire
consumption of cotton takes place there.! Whatever
may be the relative advantages of the South as a cotton
manufacturing district, or the prospect of its outstripping
the North, it can only be a matter of congratula-
tion to the whole country that manufactures are spring-
ing up in this section, which shall furnish local markets

1 See R. H. Edmonds, ‘The Cotton Manufacturing Interests of the
South,” Latham, Alexander & Co.’s Annual Report, 1895, 45-55.
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not only for cotton, but for other products the raising of
which has been so long neglected by the southern
planter.

The following table is intended to furnish a statistical
view of the past and present condition of the world’s
cotton markets, by giving the consumption of the lead-
ing cotton manufacturing countries by decennial years
since the advent of American cotton as an article of
export.

CONSUMPTION OF COTTON IN THOUSANDS OF BALES OF FOUR
HUNDRED POUNDS EACH BY THE LEADING MANTU-
FACTURING COUNTRIES OF THE WORLD FOR
THE DECENNIAIL YEARS.!

COUNTRY. |1790{1800|1810|1820|1830/1840|1850|1860|1870/1880(1890[1895

Great Britain| 70| 125 245| 322| 619|1147|1470|2709 2686|3431|4147|4264
Cont.Hurope| 75| 100| 125 190| 344 652(1001|1767|1841|2854/4318/5096

Russia. . . |. R B N 10| 36| 119| 218| 243| §550| 750

Sweden . .|. .|. .. .|. . 2| 4 20| 40| 40| 62| S8o|. .
Germany. . |. .|. .|. .|. .| 40 66| 115 350! 367 7151170} . .
Austria. . .|. .|. .|. .|. .| 50| 85| 145/ 235 240| 350 530| . .
Switzerland. | . . oo .| 220 45| 60| 76/ 98| 122| 150|. .
Holland . .|. .|. .|. .|. . 51 10| T2| 16| 24| 50| 65/ .
Belginm . .|. .|. .|. .|. .| 20 40| 55 72| 88| 125 145|. .
France. . .|. .|. .|. .|. .| 170} 291 350| 565/ 550/ 500/ 650, . .
Spain . . .|. .|. .|. .|. .| 15 35 85| 130| 125 220| 300|. .
Italy. . . . ... .| 10l 20/ 40| 65 66| 160 390

UnitedStates| 5| 40| 50| 80| 184) 340 768| 968|1012{1981|2731 3‘21'9
b o

North . .|, .|. . |. ... 913|1779|2102 2215
South . .|. .|. .|. .|. .. .. . 99| 202| 629 1004
India? . . .. .|. .|. . b o o] T 65] 98 gor 988[1260
China [N PR IR A I I - 1485 . .

The closing pages of Chapter IX and the first
pages of the present chapter have made us familiar with
the fruitless attempts on the part of other cotton pro-
ducing countries of the world to displace the cotton from

1From Ellison’s ‘ Centennial Sketch of the American Cotton
Trade,” Latham, Alexander & Co.’s Report for 1892, pp. 47 and 50,
and from Cowmmercial and Financial Chronicle, 1.X1., 403. Some-
what different statistics are given by von Halle, ‘‘ Baumwollproduk:
tion und Pflanzungswirtschaft in den Nordamerikanischen Siid-
staaten,”’ Erster Teil, 181-2.

2 Mill Consumption.
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the southern states on the Kuropean markets by the
staple from their own lands. 'The closing of the south-
ern ports for four years had given the complete control
of the Furopean cotton trade into the hands of the cot-
ton producers of Asia, Africa and South America; but
the re-opening of the southern ports at the close of the
war again flooded the markets with American cotton,
and within a decade the position of America as a source
of cotton supply for Europe seemed as impregnable as
ever. But the other countries having once gained a
foothold were loath to surrender their gain, and after a
few years’ decline they began once more to increase their
exportations to FEurope. The result has been that while
the United States sends a great deal more cotton to
Furope than it did in 1860, relatively speaking its
exports are less. In 1860 America furnished 83.89 per
per cent. of the entire amount of cotton imported by
Furope, while in 189o—91 only 74.08 per cent. of the cotton
imported by Europe came from the United States. It will
therefore be necessary to examine, if but briefly, the
present status of the cotton trade of America’s com-
petitors, and see if there is any reason to believe that the
United States will lose the supremacy that it has so
long held as a cotton grower for Europe.

Although cotton is grown in every grand division of
the earth’s surface, and in many portions of each cou-
tinent, in most countries the amount grown is insignifi-
cant. According to an eminent cotton statistician, the
production of the various cotton growing countries of
the world was in 1889—go asfollows:!

1 Rllison, ““A Centennial Sketch,” 5. Compare chart by Harry
Hammond on Production and Consumption of Cotton, 1790-1895, in
“The Cotton Plant,” Bulletin No. 33, Office of Experiment Stations,
Department of Agriculture, opposite page 42. Same chart in von
Halle, Op. Cit., opposite page 156.
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Bales of 400 Pounds. Per Cent.

United States . . . . . . ... ... 8,520,0c0 55.92
EastIndies. . . . . . . . ... ... 3,280,000 21.33
China . . . . . ... ... ... -« . 1,450,000 9.52
Egypt . . . . . . ... o 750,000 4.92
South America, West Indies, etc. . . . 400,000 2.63
Africa, (except Egypt) . . . . . . .. 375,000 2.45
Asiatic Russia . . . . . . . .. ... 200,000 1.31
Turkey . . . . . . ... ... .. 120,000 0.79
Japan . . . .. e e 115,000 0.76
Greece, Italy, etc. . . . . . . .. .. 25,000 0.17

Total . . . . . . . . ... .. 15,235,000 100.00

Chief among the competitors of the United States as
a cotton producing and exporting country, is India.
Her cotton, the despised “ Surat” of war times, when ex-
ported is chiefly used by the Continental countries,' as
has already been mentioned. But in spite of the short-
ness of its staple, the Surat is no longer so despised by
European spinners as was formerly the case. At the
time of the American Civil War, the Indian cotton was
not only short in staple, but poorly cleaned and poorly
baled. Indian exporters have since learned the import-
ance of handling well and preserving the staple which
they ship. The Indian cotton is carefully wrapped in
bagging, compressed until the cotton bale feels as hard
as wood, and thoroughly protected by fourteen or fifteen
turns of strap iron.” The care with which it is handled
has often led to its being preferred to the otherwise bet-
ter American staple, and our consul at Vienna reports
that ¢ Indian cotton is more and more gaining ground”

1¢In the record season of 1889-go when 3,361,000 bales of Indian
cotton came into sight, Great Britain took just ten per cent,, the
Continent 45.6, Japan and the Far Fast 2.1,—in all 57.7 per cent. was
exported ; the mills consumed 30 and local counsumption disposed of
12.3 per cent.” Ellison, ‘““The Cotton Trade of India,” Latham,
Alexander & Co.’s Report for 1895, p. 43.

2Report of John B. Hawes, U. S. Counsul at Reichenberg, Bohemia,
Report of Senate Committee, II: 86.
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in Austria." There is practically no limit to the area
which can be devoted to cotton growing in India, and
the United States consul-general at Calcutta tells us®
that it is no longer the competition of the American cot-
ton which regulates the cultivation of this staple in In-
dia. “The Indian cotton is not only finding a new and
rapidly increasing market in India itself, but it also has
taken a firm hold of the Furopean Continental markets.

Cotton has entered into the regular rotation of
crops among a people who dislike a change more than
anything else, and being at all timmes readily convertible
into money, is relied on by the farmer to produce a large
portion of the cash required to meet the government
rent and other payments.” “Asfar more land is adapted
to the cultivation of cotton than has ever been used for
that purpose, one can feel assured that if the price of
wheat or linseed falls, and of cotton rises, the change
will lead to the claiming of a wider territory by the ar-
ticle advancing in value, than it has heretofore occu-
pied.” Perhaps India may come to consume mnearly all
of her cotton in her own mills, and thus relieve the
United States from competition on the Continent, as she
has already done in Great Britain.

A less imposing but really more dangerous rival to
the American cotton trade is that of Egypt. This
country, although having grown cotton in small amounts
for centuries, became an exporter of it as late as 1821.
It was the only one of the competitors of the South
that succeeded in maintaining the increase in exporta-
tion which the Awerican Civil War stimulated. ‘The
production and exportation of the Egyptian cotton have
grown at a rapid rate ever since the Civil War, until in

! Report of Senate Committee, II: g2.
270id., 264.
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1893, 678,000 bales were exported. About one-half of
this went to the European mainland, and the rest mainly
to England,' but a part of the English imports were re-
shipped to other countries. A novel feature of this
Egyptian cotton trade is the fact that a part of the ex-
ports are sent regularly to the United States, and are
there consumed in the mills.? The imports of Egyptian
cotton into the United States have been as follows :*

Bales. Bales. Bales.
1884-85 . 4.553 1888-89 . . 8,430 1892-93 . . 42,475
1885-86 . . 3,815 1889-9c . . 10,470 1893-94 . . 33,606
1836-87 . . 4,700 1890-9I . 23,790 1894-95 . . 59,418
1887-88 . . 5,792 1891-92 . . 27.739

To a certain extent this cotton does not come into
direct competition with American cotton. This is
especially true of its use in the United States. “1It is
especially adapted for thread, fine yarns, fine underwear
and hosiery (such as ¢ Balbriggan,’ etc.), and for goods
requiring smooth finish and high luster.”* For such
goods the American cotton is not so well suited. But
even in this country it has hurt somewhat the producer
of long stapled cotton, because of its greater clheapness,
and there has been a demand for tariff legislation against
it.> In Furope this cotton is highly prized, and its con-
sumption has almost doubled in twenty years. About
one-half the imports from Egypt are used in Great
Britain. “'The Hgyptian cotton has become a serious

! Report of Senate Committee, IT: 225.

2 A considerable quantity of rough Peruvian cotton, amouunting in
1895 to about 24,000 bales, also comes to this country, but as it is used
exclusively in the woolen mills it does notenter into competition with
American cotton. Shepperson, ‘' Cotton Facts,”’ (December, 1895,)
p. 95.

3 Shepperson, ‘‘ Cotton Facts,”’ (December, 1895,) p. 95.

+ 7bid.

5 Bradstreet’s, XX1: 459. The demand became quite urgent dur-
ing the last session of Congress.
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competitor to the American cotton,” writes our consul
at Horgen, Switzerland, ‘Its consumption has greatly
increased. Numerous mills have discontinued to
spin American cotton, and have arranged their mills
for the spinning of Mako [Egyptian].”' Without
doubt a prominent reason for the preference given by
many manufacturers to the Egyptian over the Ameri-
can cotton, is due to the better baling and ginning
of the former. The saw gin wlhich tears and otherwise
injures the long silky staple of the better grades of cot-
ton, is not used in Egypt. The Egyptian cotton, put
into bales of about 750 pounds, gross weight, is carefully
covered and protected, and the bales are compressed un-
til they are even smaller in size than the American bales
of only two-thirds the weight.

To the American cotton growers the most assuring
feature in the competition of Egyptiau cotton is that the
area at present devoted to the cultivation of this cotton,
(less than a million acres in the Nile delta) is too small,
and the difficulties in the way of increasing it,
owing to the expense of irrigation works, are too great
to make the competition of Egypt a formidable one.?
But the acting consul-general at Cairo, Mr. Louis B.
Grant, tells us that “the means of irrigation are being
improved year by year,” and that “it is probable that
in time there will be a considerable increase in the pro-
duction of cotton, as it is one of the best paying crops.”®
The wisest plan would seem to be for those engaged in
preparing the American cotton for market, to prepare to
meet this competition of Egyptian cotton rather than

! Report of Senate Committee, II: 134.

2Alfred B. Shepperson in Report of Senate Committee, I:
502-3; Edward Atkinson in WManufacturers Record, XXVIIL

(October 25, 1895,) Supplement, page 2.
3 Report of Senate Committee, IT: 223.
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to rely on the supposition that Egypt is unable to over-
come the obstacles to irrigation.

Next to India and Egypt, the country promising the
most important rivalry to the southern states in the near
future, is Asiatic Russia. Cotton from American up-
land seed has been grown in Turkestan only since 1884,
but so rapid has been the increase in its production that
in 1894, 120,000,000 pounds were produced in this coun-
try for the Russian mills. As is the case in Egypt, the
amount of land which can be used for cotton growing is
very small, and it seems to be the opinion of those
learned in the matter that the extension of cotton culture
under present methods will not be very rapid.! But
Russia’s anxiety to relieve herself from depend-
enice upon other countries for a supply of cotton, may
lead her to adopt such measures, or offer such en-
couragements, as will lead to a change from the present
poor methods of cultivation east of the Caucasus, and
enable this country to furnish a supply of cotton suffi-
cient to meet her own demands.? ‘There is, on the other
hand, the prospect of cotton mills being erected in Cen-
tral Asia itself, which will consume the cotton grown in
that region.® In that contingency it belooves the
United States to make every possible effort to secure the
trade of the mills in Furopean Russia for her own cotton.

Among the other countries of the world which either
are now producing or can grow cotton for export, there
are some, like Argentina, Brazil and the region of Cen-
tral Africa, which offer great possibilities for the distant
future, but little more can now be said than this: ‘The
state of civilization, the sparsity of population and the

1 Report of Senate Committee, I: 504 ; II: 168, 187, 192, 203.

2 Jbid., 11 : 167, 192, 203.
3 Jbid., I1: 168,
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lack of facilities for transportation, prevent the present
use of the great expanse of cotton lands in these coun-
tries, and will prevent it for years to come.

One of the principal causes which has led to a rela-
tive decline in the importation of American cotton by
Furopean spinners, as compared to that secured from
other lands, is due to the better care with which these
cottons of foreign growth are prepared for the market.'
In the days of the invention of the saw gin, and the care-
ful culture of the sea island cotton, it was largely due
to the better condition of the American cotton that this
staple displaced the cotton from India, the West Indies
and Brazil, on the European markets. But the Euro-
pean traders in India and KEgypt, who supervise the
preparation for market of the cotton grown in those
countries, have learned the lessons which. the slow
moving populations of the FEast were reluctant to learn.
In America, on the other hand, confidence in the
superiority of the home grown cotton, and America’s
monopoly of the foreign trade, seems to have led to care-
lessness in the handling of this staple on the part
of producers and exporters. Improvements in the
methods of ginning and baling that have readily been
adopted in foreign countries have often been neglected
here. “’There is no important staple product of the
world,” says Mr. Edward Atkinson, “which is deteri-
orated so much after it has been successfully grown, as
the cotton of this country. Itis as a rule, when com-
pared to any high or true standard of treatment, badly
ginned, badly packed, worse baled and wastefully treated

1'This subject has been exhaustively dealt with by Major Harry
Hammond. See his article, ‘ The Handling and Uses of Cotton,” in

“’I'he Cotton Plant,” Bulletin No 33, Office of Experiment Stations,
Dept. of Agriculture, (1896).
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from the time it leaves the hands of the picker until it
reaches the warehouse of the mill in which it is to be
spun.”’

The attention of the American people has often been
called to this injurious method of ginning and packing,
not only by our own manufacturers who are directly in-
terested in the matter, but by our consuls in Furope,
who have an opportunity to compare the condition of
the American bales arriving there with the bales from
other lands. In 1887, Mr. John B. Hawes, the United
States consul at Reichenberg, Bohemia, in his dispatches
wrote as follows:? It is estimated that 6o per cent. of
the cotton imported is American. American cotton is
recognized to be the best, but there is one serious objec-
tion to it, the remedying of which is in the hands of the
American packer, that is, careless packing. I have
recently been shown a warehouse filled with hundreds of
bales of cotton. In one end was the Indian cotton, and
in the other the American. The Indian cotton was in
bales little more than half the size of American, and yet
weighing within a few pounds as much.®* Fach bale
was encircled with a continuous piece of strap iron,
making fourteen or fifteen turns. ‘The cotton was
wrapped in coarse sacking, which the iron had
- thoroughly protected. An examination of the end of
the bale showed the cotton so firmly pressed that it was
as hard as wood.

“The American cotton was wrapped also in bagging,
and each bale was encircled by not more than half a
dozen iron straps. Nearly every bale had burst open,

LQuoted from Manufacturers’ Record by Bradstveet’s, XX1 : 459.
?Reprinted in Report of Senate Committee, II: 8g9-go.

3Thisisan error. Average net weight of American bales in 1887-88,
was 475 pounds ; Indian bales, 395 pounds.
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and larger or smaller quantities of cotton were protrud-
ing, and of course more or less had been lost in shipment.
If the American bales were compressed to nearly half
their present size and more strongly packed, I am sure
it would affect favorably the sales of the American cotton
here and elsewhere, and American cotton growers cannot
afford to neglect any means of this kind if they would
compete with their Indian rivals.”

“I had hopes at the time of making these reports,”
writes the consul in 1893, ‘“that an improvement might
take place, especially as the department seemed to inter-
est itself in the matter, but I regret to say that American
cotton arrives here to-day in just the same condition as
in 1887.”

The statements of Mr. Hawes are corroborated by the
evidence of Hugo M. Starkloff, U. S. Consul at Bremen,
Germany, who writes :

“For a long time the imperfect packing of the Ameri-
can cotton has been the subject of much complaint,
made by all parties concerned, without any successful
measures having hitherto been adopted in order to lead
to an improvement. . . . By the use of the present
bagging with its wide meshes, the importers suffer many
inconveniences, and even considerable losses. It fre-
quently occurs that the bales arrive lhere in such a de-
fective condition as to be beyond description. Of the
original packing or covers, only some rags are to be dis-
covered, and it may easily be explained that bales of
cotton in such condition create a considerable danger of
fire, so that the underwriters evince great scruples to in-
sure cotton. . . . . . Competent authorities in
America might contribute to bring this [a strengthen-

1 Report of Senate Committeé, II: 78-9.
23
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ing of the direct intercourse between Germany and the
United States] about by taking energetic steps in order
to put an end to the abuses aforesaid, and by exerting
themselves to introduce better packing or covers of the
bales of cotton, meeting all requirements as to closeness
and durability, and adapted sufficiently to protect the
cotton from thieves, damage, and risk of fire—a packing
similar to that of Hast Indian cotton, which has never
yet given rise to complaints.”!

Within a year or two a new system of baling and com-
ptessing. cotton, by means of which the cotton is put up
in cylindrical bales, has come into use, in some sections
of the Southwest. Itis claimed by the friends of the
new system that the bales are better packed and pro-
tected than when the cotton is put up in square bales,
and there is undoubtedly a saving in transportation and
storage, as seventy to eighty of these cylindrical bales
can be placed in a car that could carry only from twenty
to forty of the square packages.? Omne hundred of these
cylindrical bales, averaging 32.7 pounds per cubic foot,
have recently been shipped in one car,® and some of the
railroads have offered rebates for cotton baled in this
way when shipped by their roads. It is also claimed
that the fibre, which it is asserted is damaged by the
high pressure of the Indian and Egyptian compresses, is
left uninjured in the cylindrical bales. ‘The leading ob-
jection to the new system, known as the Bessonette sys-
tem, is that it does not permit of sampling the cotton
when it is once put in the bales, although its advocates

1See cuts in ‘““ The Cotton Plaut” pp. 361, 363, showing American,
Egyptian, Indian and Turkish bales, and the Bessonette cylindrical
bales, as they arrive on the European markets.

?Jerome Hill, ‘‘ Preparing Cotton for Shipment,” Manufacturers’

Record, Nov. 1, 1895, Supplement, 2—3.
8 Manufacturers’ Record, XXVIIL: 207.
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claim that the method which is at present adopted of
taking samples during the process of baling, ‘“one
when the bat has commenced to roll on mandrel, one
when the bale is half made and one just before it is com-
pleted,” together with the twelve months’ guarantee to
the manufacturer, that the cotton is equal to the samples,
is superior to the old method of free samples. If these
claims prove well founded, there can be little doubt
that the favor which will be shown the cylindrical bales
by ‘manufacturers and by railway and steamship lines
will soon lead to the adoption of the new system through-
out the South.

Recent experiments and the experience of other coun-
tries seem to indicate that the saw gin which a century
ago gave the world’s cotton trade into the hands of the
people of the South, will itself have to give way to new
appliances for cleaning the fleecy staple, and that the
roller gin, long since superseded, except in the case of
the sea island cotton, may, greatly improved, again come
into use for cleaning the better grades of the upland
varieties as well." 'The future of the cotton trade is in
the hands of American producers, packers and ship-
pers, for there is little doubt but that Huropean manu-
facturers still prefer the American cotton when it is
handled and shipped with the same care as the staple
produced in other lands.

Important as is the foreign trade to the cotton grow-
ers of America, it is to be hoped that the greatest ex-
pansion of the cotton market will henceforth come from
an increase in the home consumption. Not only is our

1See papers read at the Cotton Manufacturers’ Association at the
Atlanta Exposition, October, 1895, by Edward Atkinson on ‘Im-
provement of Cotton,” and by Jerome Hill on ‘¢ Preparing Cotton for

Shipment,” reported in Manufacturers' Record, Vol. XXVIII,
(Octobe: 25, and Nov. 1, 1895).
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own rapidly growing population offering a constant stim-
ulus to cotton manufacturers, but the opening of new
markets in China, Japan,' and especially in the Central
and South American republics, present opportunities
which our manufacturers and merchants should avail
themselves of to supply the people of these lands with
American made cotton goods. Our protective system,
it is sometimes said, prevents us from competing with
English and Indian cotton manufacturers in the outside
markets of the world.? This is a subject which will
command our attention in the subsequent portion of this
work. It is sufficient here to point out that the future
development of the American cotton trade depends
largely on the ability of American manufacturers to find
wider markets for their fabricated products.

1 ¢ Cotton is being transported in large quantities by rail from the
South to San Francisco for ocean reshipment from that pointto China
and Japan. Thisis a new departure in commerce, and one which
promises to be very advantageous to our cotton producers in the way

of extending their market and giving them better prices.” S¢. Lowuis
Globe-Democrat, December 26, 1896.

2 Bllison, ‘“ A Centennial Sketch,”’ 26.



APPENDIX I.

STATISTICS OF THE COTTON PRODUCTION AND TRADE
OF THE UNITED STATES.

NOTE TO TABLE.

For the early years of the American cotton trade the statistics are
not to he relied upon for accuracy, as they are usually mere estimates
made by merchants or government officials. Not until 1821 do we
have accurate statistics of production. In order to illustrate the
growth of the American cotton trade, I have, nevertheless, included
the figures for the earlier years wherever they seemed to rest on good
authority, or to be the result of a careful estimate. The sources of
information for the following table are Woodbury’s Report on Cotton
Production and Consumption (Ex. Doc., 1st Sess., 14th Cong., No.
146) ; James L, Watkin’s ‘‘Production and Price of Cotton for One
Hundred Vears’’ (published by the U. S. Dept. of Agriculture);
““ Cotton in Commerce”’ (published by the Bureau of Statistics, U. S.
Treasury Dept.) ; Ellison’s ‘‘ The Cotton Trade of Great Britain ;”’ the
“ Annual Reviews’’ of Ellison & Co., Liverpool ; Donnell’s ¢ History
of Cotton; Zhe Commercial and Financial Chronicle; The Statisti-
cal Abstract of the United States (published by the Burean of Statis-
tics, U. S. Treasury Dept.), and the Annual Reports of Henry G.
Hester, secretary of the New Orleans Cotton Exchange.

Mr. Hester has called my attention to the fact that the average
annual prices at New Orleans, the largest ‘“spot’’ market on this side
of the Atlantic, would furnish a much better basis for a comparison of
American and British prices than those at New York, where the annual
sales are comparatively insignificant. Unfortunately the average
annual prices at New Orleans do not seem ever to have been collated.
The New Orleans Price Curvent would probably furnish the data, but
the files of this journal were not at hand when I compiled my table.

In the following table some of the earlier years end September 3oth,
instead of August 31st. The early years also include in the exports
some cotton of foreign growth reshipped from the United States. The
classification of cotton has been changed several times by the New
York Cotton Exchange. For this reason ‘“‘ middling uplands’’ do not
always represent exactly the same grade. The change is believed,
however, to be unimportant, and doubtless does not affect seriously
the variation of prices.
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ERRATA ET CORRIGENDA.

On page 18, note’s, and subsequent references to this author, for
“Uré,” read ¢ Ure.”

On page 50, in line 3, for ¢ cropping,” read ‘‘single crop.”

On page 61, in line 11, for ‘‘large or larger,” read ‘‘large as or
larger.”

On page 122, in line 13, for ‘‘ establishing,’’ read ‘‘re-establishing.”

Ou page 175, in the table, omit the averages in the columns headed
“ Annual Rate of Increase or Decrease, Per cent.”

Oun page 206, in line 32, for ‘‘socities,” read ‘‘socicties,”” and in
line 33 for ‘“ about two dollars,” read ‘‘ about four dollags.”

On page 282, in line 1, for 1810, read 1830.
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of, 145, 294~7 ; work of, 288-qg,
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Philadeiphia_ before 1he Revo-

lution, rr4; injures the staple, 355
Cotton G‘mmng, done by hand,
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51; on limitation of cotton
production, 52 ; on number of
slaves employed in agriculiure,
59-60; on necessity of siavery,
64 ; on condition of small land
owuers, 62; on extent of cot-
ton acque, 74 ; on expendi-
ture for afrrxcultural imple-
ments, . . .
Delaware, E»:ports slave .
De Vica, Finds cotton in Louis-
iana and Texas e e
Dew, Profe.ssor, On number of
negroes exported from Vir-
ginia, S
District of Columbia,
slaves, .
Dodge, J. R, On croppmgr sys-
tem,
Dubreull Invents a roller gm
Fast India Cowpany, Efforts of,
to grow cotton in India, 56,
note 3; bri ings cotton into Eng-
lanu, 237 8, over-stocks the
market with cotton goods, 236
severely criticized, . 248,
FHast Indies, Send indigo to Eng-
land, 14 ; cotton shipped from,
248, 255, efforis of, to grow cot-
ton in, 273 ; see also India.
England, See Great Britain.
Egypt, Ships cotton to Eng-
land, 248, 277, 348; cotton
from, competes with American
long staple, 273, 348; com-
petition of, continues after
Civil War, 326, 347; cotton
from, usedl on the continent,
342, 349 ; cotion of, useit in the
United States, 348 ; cotton of,
well baled and ginned, 349;
area of cotton culture in, .
Embargo Act, Effect of, on cot-
ton trade, .
Europe, Number of spindles in,
in 1864, 254, note 2 ; see also
Great Britain, Continent, etc.
Eve, Joseph, Invents a voller gin,
22, 24, note I.
Factors, See Cotton Factors.

exports
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Fallowing, Practiced to a lim-
ited extent,
Federal palty

lina,
Fertlllzels Notapphed on tobac-
o lands of Virginia, 15; use of,
in cotton culture 79—61 135—
7, 170, 180; recl\less use of],
136~7, 180 ; state inspection of,
137 ; expense of, 170; lack of
economy in, 180 a necessity,
180; not used in L‘exas
Florlda Negro labor in,
Forelgu born,In Southern states
63, 123, 11ote in Texas,
France, Cotton sent to, 239; cot-
ton 111dustry of, in 1860 253 ;
loses cotton manufacture to
Gerwmany, 340; cotton con-
sumed 1in, in 1872-3, 340-1;
uses Hgyptian cotton, .
Freedmen, Unwilling to work
steadlly, 125, 187 ; influenced
by politicians, 126 ; seek to be—
come land- 0Wnr=rs 130-I
originate the Lroppmg svstem
132; take advantage of lien
laws, 143, 1I9T; inferior to
slaves as workers, 184-6; in-
ferior to whites as laborers,

.In' Soﬁtﬁ ~Ca;m;-

185-6; lack emergy and am-
bition, 186-7; see also Ne-
groes.

Freight Rates, Decline of, 171 ;
discriminations in,

Futures, Rise of, in cotton trade
285, 300-1; growth of, durmg
Civil War 292, 301 ; lead to
establishment of Cotton Ex-
changes, 301-2; methods of
buying and selling, 303-8;
sales of, in New York and New
Orleans, 302-3; service ren-
dered by, 308-13; system of,
criticized and. defeuded, 314-
23; give chance for irrespon-
sible speculation, 322-3; effect
of prohibiting, 323; specnla-
tion in, in 1882,

Georgia, Cotton Cultlvatlon in,
5) 7’ 13) I7) 18 20 21 25) 313
47, 48, 68-9, 135, 185 ; rice
cultivated in, 11, 14, 31, 39;
indigo cultivatedin, 11, 31, 39;
tobacco cultivated in, 15, Sea-
island cotton raised m 17-19,
68, 135; appoints a com-
mission {o secure invention of

137
32

. 342

172

329-31
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cotton gin, 23; Miller and
Whitney erect cotton gins in,
27; ruin of towns of by Rev-
olution, 14 ; fails to compeu-
sate Whitney, 30; slaves in,
in 1790, 48 ; exteusion of cot-
ton culture to uplands of, 48,
68, 135; ‘‘tasks” in, 92 ; evils
of slavery felt in, 41 ; value of
manufactured products of, 44 ;
exhaustion of lands in, 83;
percentage of land improved
in, 88; large plantations in,
113 ; small farms in, 105, 128 ;
early settlers in, 114 ; use of
fertilizers in, 137, 170; charges
for mnlchandwe in, 152-3, 154—
5; state and natlonal banks irs,
161 ; evasion of usury laws in,
16L, profits of cotton raising
in, 178 ; white farmers of, 185;
cotton raised hy Swiss 1n,

Germans, Cultivate cotton
Texas, 63, .

Germany, Chief cotton manu-
facturing country of the Con-
tinent, 340; direct trade with
the United States,

Gin, See Cotton Gin.

Gmm,lg, See Cotton Ginning.

Grady, Henry W., On increase
in number of small farms, 128;
on character of acrrlcultural
implements used in the South,
139; fears return of landed
aristocracy, 159-60 ; hopes for
success of loan agencies, 164 ;
remedy of, for agricultural sit-
uation,

Great Bri'.'ain, Opposes colonial
manufactures, 7 ; early cotton
manufacture of, 8, 235-6, 278-
9 ; imports calicoes and mus-
lins from India, 8; as a mar-
ket for American cotton, 8, 16,
31, 64, 230, 236,~42, 253, 340;
commercial and industrial
changes in, during eighteenth
century, 16, 278-9; colonial
policy of, 7, 13-4, 35; sup-
posed dependeﬂce of cotton in-
dustry of, on slavery, 56, note
3, 64, 257 ; attitude of people
of, during C1v1l War, 64-6, 251~
2, 267, efforts of, to grow cot-
ton in India, 56, note 3, 237,
238, 248, 250, 251, 273-4; at-
titude of manufacturers of,

in
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toward slavery, 64-6, 251-2;
first American cotton sent to,
229-3I, 237; imports cotton
from Smyrna and West Indies,
234-5, 236, 278, 280 ; cotton in-
dustry of, in 1787, 236; trade
of, during early years of nin-
teenth century, 239-40; tariffs
of, on cotton, 243-5; Cotton
Supply Association of, estab-
lished, 251, 273; cotton in-
dustry of, in 1860, 252-3; cot-
ton in, in 1860, 155-6; cotton
famine in, 265-6, 267-71; In-
dian cotton in the mills of,
275-6; evolution of cotton
market of, 278-86 ; depression
felt by cotton industry of, in
1878-9, 328 ; strike in, in 1892,
328-g; present condition of
cotton industry of, 340 ; India
competes with, .

Greene, Mrs. Nathamel Invites
VVhlmey to her home 25;
gives Whitney idea of hrush
cylinder, 26: wife of Phineas
Miller,

I—Iammoud Hairy, On ideas of
of freedmen regarding remu-
neration of labor, 132, note 1:
gives an account of system of
country banks in South Caro-
lina, .

I—Iammond James, On the power
of cotton 64 ; on the impossi-
bility of improving southern
agriculture, . .

Herodotus, Mentlons cotton 111
India, .

Hester, I—Ieury G., Supervises
collection of commercial sta-
tistics, 292; statistical sug-
Orestlou of, . .

Hobson ]ohnA On theory of
mventwn .

Hoffman, F. L., On production
of cotton by negroes, 184-5;
oun negro ownership of farms,

Holmes, Hogden, Infringes on
Whitney’s patent, 29, secures
patent on saw gin, . .

Immigration, To southern states,
38, 96-7, 123,

Importing Merchants, rise of
class, 282-3 : brokers and, 285;
contest with brokers, 285-6
in America, .

Index.

. 341-2
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. 1612

84
3

357
24
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89

29
176
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India, Cotton culture in, 3, 272-
6, 347; American planters
sent to, 56, note, 273 ; cotton
of, unsatisfactory, 121, 237,
246 248, 269, 273, 275- 6 326 ;
efforts to stimulate cotton
growing in, 237, 248,250, 257,
272-5, 347 ; cotton of, sent to
England, 237-8, 246, 268 273,
274, 326, 342; cotton of, used
in America, 261-2 cotton of,
used in British mills, 268, 269,
270, 274-7, 326, 342 ; cotton of,
used on the Continent, 275,
342, 346; cotton mauuf'lcture
of, 341-2, 347 ; competes with
England 342 ; cotton of, bet-
ter baled than American, 346,
352-3, 354 ; cotton area of

Indlan Corn, Culture of, 15; im-
ported by ‘South Carollna 31,
87, note ; rotated with cotton
81-2; pelcentage of land given
over to, 82, note, 138; reason
for extensive cultivation of, 86;
raised only for domestic use,
86 ; increase in area of, 138; a
leading item 1n diet of negroes
and poor whites, 151 ; produc-
tion of, dlseoulaged by ad-
vancing merchants, 151; cash
and credit prices of .

Indigo, Cultivated in colomes
11, I4-15, 31; export of, by
East Indies, . .

Industrial Revolutlon Engllsh
16, 2334, . - o

]ackson Governor]ames Oppo-
sition of, to Miller and Whit-
Ney, . . . . oo

Jackson, Andrew, Presides at
meeting to consider cotton
gin, .

Jay, Johu, Concludeq treaty of
1794, . . .
Jefferson, Thomas, Mentlous
cotton culture and manufact-
ure, 13, 15; on the culture of
tobacco, 15; on the art of
manuring, 39 ; opinion of, on
slavery, 41; mentions early

export of cottou .

Kelsal, Col. Roger, Introduces
Sea-island colton into the
United States,

Kendall, R. C., Proposes intro-
duction of perenmal cotton, .
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Kentucky, Tobacco culture in,
15, exports slaves, 53 ; slavery

Kettell Thomas On the pr1ce
of slaves .

Labor, Wageb paid for 89—90,
124 ; by ‘““tasks,”’ 92; free vs.
slave 94-6, 98, 186; character
of free, Lefore Civil War, 96-7:
of German settlers in Texas,
98-9; maximum efficiency of
slave, 105 : chﬁicuiry of secur-
ing at close of Civil War, 122;
modes of employing, :24—6,
131, 133; of freednen, 125-6,
133, 181~7 ; in Amierica during
Civil War, 265; in Hngiish
cotton industry during Civil
War, 268-9, .

Laucaqmrg, attitude of people
of, during Civil War, 65-6,
267 : concentration of cotton
industry in, 253, cotton famine
in, 266~7r; use of Surat in,
275 -6; sirike in, . .

Lands, “Bale of puhhc, ,2 ; set-
tlemeut of western, 70-1;
mode of clearing, 75- 6; value
of, occupied in 1850, 84, 107 ;
percentage of unimproved, 88;
exhaustion of, 83; prlce of
107 ; tenure of, 107, 131-3, 188;
rent of, roy, note, 131, 189—90;
decline in value of, at close of
Civil War, 120, 127 ; sale of
affected by credit systetn, 159;
renting of, increases, 183—g;
badly cultivated by negroes,
189-90; as security for loaus,
220 ; Torrens system of trans-
fers .

Lanman james II
mortgages, . e

Levett, Frank, Iutroduces Sea-
island cotton into the United
States, .

Lien Laws, Passed by southern
states at close of Civil War,
142 ; justification for, 143;
legalize system of crop liens,
144 ; in Italy, L .

Live Stock, Poorly cared for, on
southern plantations, 104;
scarcity of, 104-5, 139, 181;
poor breeds of, .

Loan Agencies, Methods of 164—
5; interest charges of, .

éll crop
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Loan Associations, See Credit
Associations.

Lois, Weeden,
soiling, . .

Louisiana, DeVica finds cotton
in, 4 ; effect of acquisition of,
on slavery, 50 ; spread of cot-
ton culture to, 50, 70; cotton
production of, 72, 84, 135 ; law
requiring the furnishing of
meat to slaves, g1 ; large plan-
tations in, 103 ; large slave
properties in, 104 ; decline in
land values in, 127; charges
for merchandise in,

Luzzatti, Introduces credit asso-
ciations into Italy, 199; on
character of inembers of credit
associations, .

Lyman, ]oeeph B, on bahng of
cotton,

Madison, Jauues, On probablllty
of suiccess of cotton culture,
13 ; opinion of, oun slavery, .

Ma]ellan Finds cotion in Brazil,

Maryland, Tobacco culture in,
36; export&. slaves, 53 ; slavery
in, .

Mavenck Samuel Sends seed
cotton to England .

McCaughrin, R. L., President
of National Bank of Newberr) ,
S. C,

M’Kay, On fall in’ price “of cot-
tom, . .

McHenry, On effect of cotton
culture on slavery, .

McMaster, On early exports of
cotton,

Merchdmb, See AdvancmU Mer—
chants, Importing MPrchanfs
Miller, Phineas, On culture of
green seed cotton, 23; urges
Whitney to invent cotton gin,
26 ; forms partnership with
'\/Vhltney 27; on culture of
cotton in Tenmnessee, 69-70;
see also Miller and Whitney.

Miller and Whitney, Form co-
partnership, 27; failure of
plans of, 27-8; sell patent
right to cotton gin, 30, 69, 70;
send agent to Tennessee, .

Mills, On cost of transporting
cotton, . .

Mississippi, Cotton production
of, 72, 84, 184~5; large planta-
tions in, 103, 186 large slave

System of sub-

82

. 152-3

203
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161
249
41

230

69—70
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properties in, 104 ; increase in
number of small farms in, 128;
negro laborin, 184-5, . . . .
Mississippi Valley, Advantages
for cotion growing, 50-1, 70-I;
slavery in, 50-1 ; settlement of,
50, 70-1; land and banking
speculations in, 71-2 ; farming
land iu, sold on installment
plan, 11I; charges for wer-
chandise sold on credit in, 155;
negroes settle in, 184; negro
labor in, . . . P
Missouri, Fxpo‘ s SlaVeb,
Mosier, blr Robert, On labor as
securhv for loaas, . . . ..
Navigation Acts, Effect of, on
cotton trade, .
Nearchus, Meuntions cotton in
India,.. . . . . . . ..
Negroes, Houses of, 104, 185;
addicted to stealing, ios;
methiods of Liring, 124, 125;
purchase farms, 128; as teu-
ants, 133, 189-90, 225-6; pre-
fer reating land to worktnc
for wages, 159 ; ineflicient la:
borers, I8I—7 inferior to white
labor, 184-6; cheaper than
whites, 185; preferred as la-
borers in the delta region,
184-5; prefer cotton culture,
183-4, 187; negro wolien as
coiton cultivators, 187 ; in re-
lation to share system, 187-91,
225; as land owners, 189 ; co-
operative credit societies
amonz, 199-202 benefitted by
coOperative credlt, R
New  England, Commercial
classes of, oppuse tariff, 245;
manwacturers cof, lower cost
of provluuion, 246 ; cotton in-
dustry of, in 1860, 254 ; cotton
manufu,cmre of, during Civil
War, 262-5; commissions in,
290 ; smethods of bnying cot-
ton iu, 295} busiuess depres-
sion iu, in 1893-94, . . . . .
Nou huportauon Act, .
North Caroliua, Cotton cunme
5, note, 49, 69, 135; colo-
nial agriculture in, 10-11; to-
bacco cuitivated iu, 11, 15, 36;
purchases patent ng.u to cot-
ton gin, 30, 69; exports slaves,
53; slow growth of cofton
culture in, 49, 69 ; small farus

186

186
53

213

202

338
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in, 105 ; early settlers in, 114;
increase of cotton growiug in, 135
Olisted, Frederick, On the
price of slaves, . . . 52
Overseers, Character of 90,
wages of, 93, 105; their
methods of management, 93,
104-5; how valued, 94, 104;
homes of, 104 ; difficuit to se-

cure, . . 105
Passy, M. I‘., On puipose of co-
operative cradit, . 199

Phillips, W. W., On overseer’s
management of plantations, . 93
Pinckvey C. C., On necessity of
slave labor, . . . . 3941
Pitkin, On exports of tobacco
prior to Revolutiou, 10; on
exports of upland Cot’con, . 23
Plantations, Cotton culture on
1 large, 47, 99-100; origin of
large, 99; agricultural fmple-
ments used o1, 77-9; laber ca,
80-93, 186; manageme:it of,
93—4, 104 ; Jarge vs. small; 100,
195 ; increase in size of, 100-
102 ; reductiou in size of, 1071,
123, 127, 144 ; in alluvial re-
gions, 103, 186; buildings and
improvemeis ou, 104 ; meth-
ods of agriculture on small,
106 ; cotton presses om, 113
breaking up of, at close of
Civil War, 123, 127, 144 ; in-
crease iu unumber of small,
127-3; lack of economy ou, 180-1
Planters, Seidomn  do  manual
worl, 38 ; addicted to cotton
raising, 49; desire repeal of
law proullmm g 1mporiation of
slaves, 57 ; careless in regard
to farm improvements, 104 ;
their habit of runniag in debt,
109-10; estimates of, as 1o
cost of raising cotton, 118; af-
fected by cropping system, 133;
ruined by low price of cotton,
144 ; advauntage of large, . . 195
Pliny, Mentions cotton in Egypt,
Poor Whites, Character of, 38,
97 ; occupy the poorer lands,
49, 62, 97; work of, despised,
62-3 ; methods of liviug, 97;
raise cotton, 97-8, 129; De-
come land buyers, 127-8; im-
proved condition of| 128-9; co-
operative credit among, . . 200-I
Ramsay, David, On effect of
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spread of cotton culture, 32,
62; ou art of manuring land,
79, on agriculture credit .

Revolution, “See American Revo-
lution, Industrial Revolution.

Rice, (‘ultivation of, 11, 14, 31,
86, note ; exports of .

Rotation of Crops, Not practlced
in the South, 81, 85, 137-8;
two field system of, 81, 82;
three field system of 81; im-
possible under slavery, 95;
slight progress in, after Civil
War,

Russell Ou advantages of slave
labor, 95-6, 98 ; on difficulty of
raising live stock under slave
system .

Russia, Growth of cotton indus-
try in, 340, 350; Egyptian cot-
ton in, 342; cotton ralsmg
in Amatxc 342 . .

Seabrook, W. B., Ou the use of
the plow in cotton cultivation,
78; on system of husbandry
in South Carolina, . .

Sea-Island Cotton, Introduction
of, into United States, 11, 16—
18, :68; advantages of, 18-19;
mode of cultivating, 19, 78,
1c0; culture of, extended, 19,
31, 68; exports of, 18, 232-3,
234 ; cleaning of, 19, 22, 112}
price of, 19, 232 ; cultivated on
small plantations, 100 ; calti-
vated by white labor, 185 pre-
ferred to all others, .

Schulze-Delitzsch, Purpose of
cobperative credit associations,
199; fixes high price to shares
in associations,

Schulze—Gacvermtz On’ theory
of invention, . .

Serfdom, Whlte In the southern
states. . .
Share Sy .,tem

System.

Silk, Culture of, encouraged by
Great Britain, 7, 8; industry
at New Ebenezer, Georgia, 14 ;
exported from South Carolina
and Georgia,

Slater, Samuel Brmgs to Amer-
ica secrets of Arkwright and
Hargreaves inventions,

Slave Drivers, Character of, .

Slave Labor, see Slavery, Slaves.

Slavery, Effect of cotton culture

see Croppiug

108
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on, 32-3, 34-6, 88-9 ; origin of
in United States, 35; in the
nortkern colonies, 35; circum-
stances favorat)le to, in the
South, 36, 46; apphed to culti-
vation of tobacco, 36, 38-9, 89;
applied to cultivation of indigo
and rice, 39-40, 89; effect
of, om cultivation of land,
38-41, 81 ; impossible to mixed
farming, 40, 44, 94-6 ; opinions
of southern statesmen concern-
ing, 39, 40-1, 64 ; threateus to
become extinct, 41-2; on the
coast lands, 37, 39; spread of,
42-3, 47, 49, 50-1; conditions
to, 43-7; advantage of cotton
culture for, 44-7; in the Mis-
sissippi valley, 50-1, 103-4 ; in
the horder states, 54-5; de-
pendence of cotton culture on,
63-6, 88-9 ; compared with free
lahor, 94-9; advantage of, for
cotton culture, 95-6 ; effect on
southern agriculture of sudden
disappearance of, .

Slaves, Number of, in South Car-
olina in 1790, 40, 1ote, 45;
cost of maintenance, 46—7, 9o—

1; supervision of, 47, 93, 105 ;
movement of, southward 47—
9, 51, 53, 54 ; prices of, 51-2;
value of, how determmed 52—
3; breeding of, 54, 59; treat-
ment of, 55, 9I; price of, in
Texas, 55; in Cuba, 57 ; num-
ber of, employed in cotton cul-
ture, 59-60, 88; number of,
employed in cultivation of
other crops than cotton, 59-
60, 89; geographical distribu-
tion of, 61 ; food of, 91 ; meth-
ods of working, 92-3. 95
drivers of, 93; hiring of, 89;
represent capital as well as
labor, 88; fcod of, 9o-I; not
allowed to have gardens, 91-2;
number of families owning, in
1850 and 1860, 103 ; on large
estates, 103, 104 ; large number
placed under a single overseer,
105 ; bought on credit, 109 ; see
also Negroes.

Slave Trade, Internal, 54-5 ; Afri-
can 35,.

Sinith, Adam On theory of in-
vention .

Smyrna, Cotton. from . 235,

120

53

24
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Spalding, James, Introduces Sea- South Carclina, Cotton culture
island cotton into the United in, 5, 6, 21, 31, 48, 68-9, 87,
States. . . . 18 note, 135 ; first provincial con-

““Spot”’ Cotton, Spﬂcul'\tlou in, gress of, recommends cotton
291, 32I; charcfs-c for buymo raising, 6 ; cotton cleaning in,
and spllm 296 note ; decline 9; rice cultivated in, 11, 37-40,
of sales of 298 ; price of, gov- 8o, note ; indigo cultivated in,
erned by X futures . . 316, 320-1 11, 37, 39; population of, in

South, The, Cotton culture in, at 1790, I1; Sea-island cotton
close of Revolution, 12-13; cultivated in, 18, 68 ; purchases
effect of American Revolution patent right to cotten gin, 30 ;
on, 12-13, 37; agriculture iu, change in political and social
at close of Revolution, 14-16, life of, 32, 68; mnecessity of
37-9; effect of cotion culture slavery on low lands of, 37, 39;
on social and political life of, settlement cf back ceountry,
32; circumstances in, favoring 40 ; slaves im, i 1790, 48 ; ex-
slavery 36, 39, 45, 46 white tension of cotton culture on
serfdom in, 36 ; economic con- uplands of, 32, 48, 68; exports
dition of, at close of Revolu- slaves, 53 ; wanuring land in,
tion, 37-9; migration to, 38, 79, 80, 170, 180 ; imports food,
63, 123, 176 ; epread of cotton supplies, 87, note ; law of, on
culture in, 42-3, 486-50, 68-73. working of negroes, 92;
133-5, 175, 177 ; cz.\vantacfes of, “lagks” in, 92; exhaustion
for manufacturing, 43-4, 343; of land iu, 83, 845 ‘“poor
demand of, for extenusion of whites” of], J7 iaw of pmno-
national doutain, 45, 55-8, 75 ; geniture rebe'ﬂe\d 100 ; large
movement of slaves to, 47-8, plau*nt\m in, 103; small
50, 53 ; geographical distribu- farms in, 105 ; cost of fences
tion of slaves and cotton cui- in, 106 ; agricultural credit in,
ture in, 61; foreign bornn in, 108 ; early settlers in, 114;
63, 98, 123, note, 176; cause croppiug sysietn in, 132 ; con-
of, becomes hopeless, 66 ; value dition of colion growers of],
of lands in, 84, 107, 127 ; crops 163 ; increase in cotton area,
grown iu, 8o-1, 85-6, 137-8, 170 ; lizers i, 170, 180
151, 178 ; urban population of, seed cotton seit hom
86, 183, note; percentage of Sub-Soiling, But little practlcecl,
unimproved land in, 88 ; large . . . .82,
plantations in, 88, 127, 186, Surat Cottmv Used in &merican
195 ; absenteeism in, 103, 186, mills, 261-2; used in Huglish
225 ; small farms in, 106, 127-8, mills, 268, 269, 270, 275-6, 342 ;
129, 188-9; land tenure i, unsatisfactory to spinuners, 269,
107, 1313, 188-91, 224-6; traus- 270, 275, 276 ; increased ship-
portation in, 113-7, 171, 287-90, meints of, 274, 276; used on
298-300 ; size of farms in, 129; the Continent . . 342, 346,
charges for wmerchandise in, Tariff, Anterican, on cotton, 20
152-5, 156 ; poor banking facili- English, 243-4; on cotton
ties in, 160-1; loan agencies goods, 245; on Egyptian cot-
in, 164-5 ; freight ratesin, 172 ton, demanded
Cotton Growers’ Association Tatnall, Governor, Introches
of, 192, note; need of credit Sea-island cotton into United
facilities in, 193-6; supports States.
tariff of 1816, 245 ; reliasce of, Tax, Internal revente on cotton,
on cotton during Civil War, 327, note.

257, 270; interior buying in, Tenaut farmers. See Cropping
295-6; cotton in, at close of System, Land.

Civil War, 324-5 ; speculation Tennessee, Lays a tax on cotton
in, in 1882, 329-31; cotton gins, 30, 70 ; spread of cotton
manufactme of . . 343 culture in, 49, 70; exports
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slaves, 53 ; beginning of cotton
culture in, 69 ; small farmsin,
105; rent of land in . . . 131
Territorial Expansion . - . 55, 74-5
Texas, De Vica finds cotton in,
4 ; effect of annexation on cot-
ton culture and slavery, 55, 57,
58-9; note; advautages of, for
cotton growing, 55, 72-3, 174~
7 ; effect of annexation on price
of slaves, 51-2, 57, 58; increase
of cotten growing in, 84, 134,
174-5; cultivation of cotton by
Germans in, 63, 98-9; size of
farmsin, to2; condition of cot-
ton growers of, 175-7; white
labor in . . 176-7
Thompsoun, addy, On anuexa-
tion of Texas, 58-9, note.
Tillett, On percentage of cotton
grown by white labor .
Tobacco, Cultlwted in the colo-
nies, 10, II, 15, 36, 38-9; ex-
port of, . . . . 10, 31
Torrens system “of land  trans-
fers, . . 219-20
Trausportatlon ‘Effect of devel-
opmenton the South, 113, 117;
prior to Revolution, 114 ; cot-
ton culture develops means
of, 114; by water, 114-5, 288,
290, 300; cost of, 115, 116, 171;
overland, 116, 298-300; de-
cline in rates, .
Trent Affair, Fffect of .
Tullian system of sub.»oiling, .
Van de Graaff, On distributioun of
the black race, 183; on sys-
tem of land tenure, .
Virginia, Cotton first plauted 111
4; cotton cultivated in, 5, 49,
69; assembly recommends
cetton culture, 6; tobacco cul-
tu e in, 10, 36, 38-9; decline
of tobacco culture in, 15, 39;
exports slaves, 50, 51, 53;
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slavery in, 48, 54, 59, note,
cotton area of, in 1860, 69 ; ex-
haustion of lands in, .

Wage System, Experiments
with, 124-6 ; abandoned, 126-
7, 131, 188; compared with
crovping system,

Wailes, On cotton picking, .

Walsh, Patrick, sends Sea-island
cotton seed to United States
from Bahamas,

Washington, George,
on slavery .

Watts, J. W., On condition of
cotton orowe1s .

West Indles Columbus finds cot-
tou iu, 3; cotton imported into
United States from, 6, 229-30,
233, 286, 287 ; price of cotton
from, 232, 235; cotton from,
sent to Burope, 232, 233, 235,
236, 277, 280 ; efforts to grow
cotton iu, 273, 277 ; cotton of,
displaced by American, 239,
277 -

Wheat, Culture of in the South
15, 85 culture of abandoned.

‘White Labor, In cotton growing,
62, 96-9, 129-30, 176, 182;
southiern views concerning,
62 ; increase of, in Texas, 176,
185; as compared with negro
labor, 96-9, 184-7 ; perceutage
of cotton grown by . 129-30,

Whitney, Eh Invents saw gin,
24, 26-7; character and train-
ing, 24-5; forms partnership
with Phineas Miller, 27 ; diffi-
culties encountered by, 27-31;
invention completes Industrial
Revolution, 233; see also Mil-
ler and Whitney.

Woodbury, Levi, Estimates cot-
ton acreage, 74; on early ex-
ports of cotton . .
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