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CHAPTER FOUR

The American Cotton Production Industry
During World War I

July 31, 1914 was a very different sort of day in New York City than in Chicago. While
traders in the Midwest excitedly bought grain futures, promising a hefty pay-day for farmers
raising the underlying crops, there was a somber mood in New York’s financial markets. One by
one the major exchanges in the city closed that morning, silencing normally raucous trading floors.
First, the New York Stock Exchange was shuttered, fifteen minutes before trading was scheduled
to start at 9am. Next was the Consolidated Exchange. Although it had opened at its normal time
of 8:30am, the Consolidated stopped trading a mere hour and a half after it began. Even the
informal “curb exchange,” where brokers traded unlisted securities in the open air on Broad Street,
posted a typewritten notice on a nearby bulletin board advising onlookers that there would be no
trading for the foreseeable future.1
Of all the major New York City exchanges, only the Cotton Exchange seemed determined
to carry on with business as usual. There had been a flurry of overnight selling in its sister market
in Liverpool, across the Atlantic, which meant that the exchange building on Beaver Street was
jammed with brokers and traders as soon as its doors opened. There was a palpable sense of fear
in the air before trading began, as volatile prices, particularly dropping ones, raise the risk of
executing both spot and futures commodities trades. A trader willing to buy might be caught with
a “long” contract that they couldn’t unload amidst a plummeting market. A broker willing to sell
could find themselves in trouble if their counterparty found, upon balancing their accounts, that
they lacked the funds to complete the trade.2
Enough traders, though, whether through bravery or stupidity, stepped forward at the
opening gong to start the trading on the Cotton Exchange and “make” the market, only to find the
price of cotton—as in Liverpool overnight—frantically collapse before their eyes.3 “Values melted
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like butter in an August sun in Georgia,” one newspaper noted the following day.4 “Many poor
devils,” one broker remarked, “were there fighting for their very lives.”5 As tensions rose, a bell
rang for an announcement from the leaders of the exchange. F. J. Frederickson & Co., a small
brokerage, was unable to honor their contracts and was declaring bankruptcy. Soon afterwards, the
bell rang again. Homer, Howe & Co., another small firm based out of Philadelphia, was in similar
trouble.
Many brokers arrayed around the central “ring” at the exchange were now visibly sweating,
and their language became noticeably coarser. As the minutes ticked on it became a question of
when, not if, another firm would collapse.6 When the bell rang a third time, it was S. H. P. Pell &
Co. that was going under. This, more than the earlier two failures, shocked the onlookers in the
exchange. Whereas the previous failures had been relatively small enterprises, S. H. P. Pell & Co.
was a much larger affair. Up until this, their final day of existence, they had consistently made
bullish bets on the market. Nearly all the traders working the ring had made deals with them, with
many holding unfulfilled contracts. In an instant those contracts became worthless, forcing the
unlucky traders with them on their books to take heavy losses.
S. H. P. Pell & Co.’s failure ultimately forced the cotton exchange’s management to act.
Even as the price of cotton rose slightly from the low point of the session, the board of the exchange
gathered a bare quorum of members and voted to close the exchange until the following Tuesday.
Major cotton exchanges across the country, especially those located in New Orleans and Memphis,
faced a similar plunge in prices and also quickly shuttered.7 To add final insult to injury, however,
news of the U.S. Department of Agriculture’s monthly report on the cotton crop arrived right
before the announced closure of the New York Exchange. Largely due to adverse weather, the
USDA was predicting the smallest cotton crop in years. Absent the war, therefore, S. H. P. Pell &
Co. had been right with their bullish bets.8
***
What does the fall in cotton prices in the late summer of 1914, and the closure of the New
York Cotton Exchange, mean for our understanding of business war preferences? In particular,
how did cotton merchants and farmers react to the start of World War I relative to their counterparts
in the wheat industry? Like the wheat industry, the American cotton production industry on the
eve of World War I was a decidedly internationalist industry. In 1913, the year prior to the war,
the United States exported $575,495,653 of raw cotton while only importing $19,479,571
(unadjusted for inflation).9 Raw cotton was far and away the United States’ largest commodity
export, and it is hard to overstate its importance for the American economy as a whole. In
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particular, since the vast majority of American cotton was purchased by foreign buyers, the
seasonal sale of cotton was a vital source of foreign currency that helped the country maintain a
positive balance of international payments.10 A low price for cotton, then, had profound
implications for American monetary and economic strength.
The closure of Cotton Exchanges across the United States in the late summer of 1914,
therefore, was worrisome not only to cotton merchants and farmers, but reverberated through all
parts of the American economy. In 1914, including the months after war began, the country
exported only $343,904,905 of raw cotton, while importing $23,071,323.11 Although American
cotton manufacturers could increase their production in order to use up some of the surplus cotton
previously intended for export, there was no way they could use it all. Re-routing raw cotton to
domestic manufacturers would also further drive the domestic price of cotton down.
Trade preference theory therefore predicts that the cotton production industry should have
opposed the outbreak of World War I, and this is exactly what happened. Figure 4.1 charts the
weekly spot price of cotton in New York over the course of World War I. It would take nearly two
years for the price of raw cotton to recover to pre-war levels, meaning that cotton farmers and
merchants had to absorb two seasons of punishingly low prices that threatened financial ruin and
bankruptcy. Although the price of cotton eventually rose precipitously during the latter half of
World War I, this was unknowable in the summer of 1914.
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While trade preference theory can explain the cotton production industry’s opposition to
war in 1914, however, it misses a key rationale for why the cotton production industry opposed the
war. Specifically, the cotton production industry opposed the war because, unlike the wheat
industry, it had low conflict relevance. Although raw cotton was needed for some wartime
supplies, such as bandages, and in limited amounts for ammunition production, it was seen as
much less essential for the war effort than wheat. A local Georgia newspaper noted as much soon
after the war broke out: “Food and everything used in warfare will be in such demand that prices
will naturally rise, but there will be no appreciable demand for anything in Europe which people
can live without. Cotton, lumber, etc. will be affected to an appreciable extent by this lack of
demand.”12 Much of the American cotton crop had historically gone towards the production of
consumer goods, and demand for these products plummeted at the start of the war.
Although both the cotton production and wheat industries were therefore negatively
affected by disrupted international trade at the outset of the conflict, the cotton production industry
wasn’t able to quickly recover and profit from increased governmental demand from belligerent
governments like the wheat industry was. Figure 4.2 illustrates the precipitous drop in overall
export demand for American raw cotton as a result of the war. American exports of raw cotton
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virtually ceased during the month of August. While they had started to slightly recover by the end
of the year, the monthly export value was still nearly half of what it had been the previous year.

Unlike the wheat industry, which was able to offset disruptions in international trade by
selling more to belligerent governments, the American cotton production industry saw demand for
raw cotton decrease across the board in both belligerent and neutral countries. Figures 4.3 and 4.4
demonstrate that, although the value of cotton exported to the allied countries of Belgium, France
and the United Kingdom decreased less than the value of cotton exported to the central powers of
Austria-Hungary and Germany, it was still virtually non-existent from August through October.
Although the value of raw cotton exported to neutral governments, like the Italian government,
increased by over 50%, this pales in comparison to the nearly 6000% increase in the value of wheat
exported to Italy over the same time period.
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Did the American cotton production industry maintain this opposition throughout the
course of the war? In particular, what about the United States’ decision to enter World War I in
April 1917? Did the American cotton production industry support or oppose this move? As with
the wheat industry, the cotton production industry’s opposition to war in 1914 is the most
important data point for testing theories of business war preferences yet it is also interesting to
consider how the industry’s views may have shifted throughout the conflict. In this chapter I
therefore descriptively analyze the cotton production industry’s reaction to supply and demand
shocks associated with the ongoing conflict. Namely, I demonstrate that the cotton production
industry strengthened their opposition to war following shocks that threatened to cut off
international trade, such as the initial shock at the war’s beginning, concerns about cotton being
declared contraband, and U-boat attacks. I also discuss the industry’s relatively muted reaction to
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President Woodrow Wilson’s decision to lead the country into World War I, which may be the
result of cotton producers’ adjustment to wartime conditions over the preceding years of conflict.
4.1 Assessing the Cotton Production Industry’s War Preferences: July – August 1914
The closure of the New York, New Orleans, and Memphis Cotton Exchanges on July 31,
1914 may have sealed the cotton production industry’s opposition to World War I, but in many
respects it was a foreseeable event. There had been a pummeling drop in the price of raw cotton
over the previous week as a result of Austria-Hungary declaring war on Serbia, meaning cotton
merchants and farmers could hardly have expected the exchanges to remain open much longer.
“War news…sent prices of cotton tumbling” beginning on July 28th, the American Wool and
Cotton Reporter (AWCR), a weekly industry periodical noted. The New York market had opened
fairly strong on the 28th, but “the declaration of war in Europe sent the figures down” 2% by the
end of the day. “This was entirely due to war, for the crop news was wholly bullish. Cotton men,
at least some of them, threw up their hands at a loss to know what to say as to prospects of the
market before definite word was received from Europe.”13
Importantly, this drop in prices was driven by traders’ beliefs about how the start of the
war would affect international trade, upon which the cotton market depended. Traders reached for
proximate analogies, like the Spanish-American war, recent tensions in the Balkans, or American
Civil War, all of which had disrupted the international cotton trade and subsequently destroyed the
price of raw cotton.14 The cotton production industry feared a similar outcome occurring in this
new conflict. “Not in recent years has the New Orleans cotton markets broke as badly as it did
today on reporting from Europe portraying a more menacing situation as the day wore on,” the
Atlanta Constitution reported on July 30th. “No trader paid attention to anything except war news,
and this was not reassuring.”15
Cotton merchants and traders, though, represent only one part of the broader cotton
production industry. Thousands of cotton farmers across the American south, comprising both
large plantations that had survived the Civil War a generation earlier and smaller family farms,
would also ultimately bear the brunt of any economic disruptions caused by the war. The reactions
from cotton farmers in Georgia, one of the highest producing cotton states, are particularly
informative in this regard.16 On July 30th, for instance, a local newspaper in Americus, Georgia
bemoaned how international conflict always hurt cotton producers. “It has truly been said that a
dog fight in China would be seized upon by the cotton gamblers to depress the price of cotton in
this country,” the Weekly Times-Recorder noted, “and while the present outlook in Europe is
bigger than the proverbial dog fight, it verifies the assertion. Before the first cap was popped the
price of cotton on the ‘exchanges’ dropped a half cent a pound. This, of course, affects the price
of real cotton article, still growing in the fields of Georgia. If the price can be hammered by the
war scare, it means a material loss to the cotton growers of the South.”17
As both trade preference theory and my additive theory of business war preferences predict,
the cotton production industry opposed the war because of its effect on international trade. The
13

“Cotton Market,” AWCR 28, no. 31 (July 30, 1914): 1007.
“Cotton Market,” AWCR 28, no. 31 (July 30, 1914): 1007; “War in Europe and Business,” The Athens Daily Herald,
August 8, 1914, Evening Edition: 4.
15
“American Market Sturdily Resists Selling Avalanche,” Atlanta Constitution (July 31, 1914): 3.
16
According to a major industry reference text, Georgia had the second highest cotton acreage of any state for the
1913-1914 crop (5,345,000 acres), trailing only Texas (12,686,000 acres). Carl Geller, ed. Cotton Facts (New York:
Shepperson Publishing Company, 1914): 39.
17
“Americus Feels Already Effect European Cloud” Weekly Times-Recorder, July 30, 1914: 1
14

8

Last Updated: July 12, 2021
start of war in Europe halted the trans-Atlantic cotton trade virtually overnight, leaving cotton
farmers worried that they would be unable to sell their cotton at any price due to a glut of the
commodity in the United States. As a correspondent for the Newnan Herald & Advertiser in
Newnan, Georgia, reported from the key cotton port of Savannah, Georgia, “At present the export
trade is stagnated. Not a vessel has left for a foreign port in days, and the prospect for an early
movement [of the cotton crop] is becoming more doubtful every day.”18
Negative sentiment regarding the prospect of war in Europe reverberated throughout the
American South in the days following the closure of the cotton exchanges. While cotton growers
and merchants were particularly upset by the war, cotton’s essential role in fueling the Southern
economy meant that war was seen as a threat to the region as a whole, not just the cotton production
industry. Cotton growers prayed that the war would be short, enabling a quick return to business
as usual. “There is a chance for the Southern cotton growers to be hit hard should the war be long
drawn out” the Athens Banner, in Athens, Georgia wrote, “Cotton would necessarily bear the brunt
of depression of prices, but if the war should be a short one, the depression would not last and the
prices would go up again. Meanwhile the farmers might succeed in financing the crop so as to hold
the staple off the market for a time.”19
England’s entry into what had to that point been a limited war between Austria-Hungary
and Serbia on August 4th was particularly worrisome to cotton farmers, because it indicated that
a wide-spread war was unavoidable. “The apprehension felt in Americus commercial circles was
emphasized more fully...upon receipt of the news that England had been unwillingly drawn into
the European bulldog massacre,” the Times-Recorder lamented. “England is our largest purchaser
of cotton, and this fact, among others, is an indisputable fact that the titantic (sic) conflict will
redound to the South’s disadvantage.”20
By the end of the first week of the war it was impossible for cotton traders to even quote a
price for raw cotton. “A Boston brokerage firm received a telegram asking for an offer on a certain
amount of cotton,” the AWCR reported on August 6, “but, owing to the uncertain state of business,
due to foreign complications, no bid was forthcoming.”21 The start of the war was all the more
distressing for farmers because they had been anticipating a large, and profitable crop. In the days
before war broke out “the prospect pointed to a good crop locally, and top notch prices,” the TimesRecorder wrote.22
Moreover, cotton producers were well aware that other agricultural industries, like the
wheat industry would benefit from conflict while they would suffer: “Europe gets into a six
hundred scrap, and the result is that cotton goes to the bottom while the prices of provisions soar,”
the Times-Recorder continued. “Millions of idle men in the fighting ranks must be fed, and the
United States will be the smokehouse and the granary for all of the contending dogs of war. Flour,
potatoes, corn, wheat, meat and like commodities will probably advance rapidly in price under the
war scare. Poor King Cotton—the south’s main dependence—will receive the swift kick, as
usual.”23
Other local newspapers across Georgia took a similar stance opposing the war. “What one
week ago gave every promise of high prices for cotton and a consequent healthy business season
18
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has been turned in a twinkle of the eye into gloom and threatened disaster to our whole commercial
fabric,” The Lyons Progress groused. “In the event that the war in Europe should be prolonged
and the government fail to protect the interests of the cotton producers by emergency measures the
South will no doubt suffer. Other parts of the country that produce food stuffs will profit by the
war.”24 The editors of The Daily Times-Enterprise, a local paper in Thomasville, Georgia, agreed:
“The foodstuffs in this country will have an abnormal rise in price and cotton will take an awful
tumble. Let’s don’t have war.”25 It’s hard to imagine a clearer statement regarding a business’s
opposition to war.
4.2 The Cotton Production Industry and the Road to American Involvement: 1914 -1916
How did the cotton production industry respond to wartime events, in particularly trade
shocks? Below, I descriptively analyze how the cotton production industry responded to three
types of wartime trade disruptions: the initial disruption caused by the outbreak of the war,
concerns that raw cotton would be declared absolute contraband and thus confiscated by
belligerent governments, and the threat of German U-boat (submarine) attacks. I find that these
shocks strengthened the American cotton production industry’s opposition to the war as the
conflict unfolded from 1914 – 1916. Assistance from the federal government, however, was able
to somewhat mute this opposition and prevent it from strongly influencing their foreign policy
decision-making.
4.2.1 Initial Shock
The initial shock at the start of World War I set a clear tone for the cotton production
industry’s opposition to war, as evidenced primarily by the industry’s scramble to organize locally
and nationally to lobby politicians for aid. The wheat industry, eagerly awaiting the profits coming
from rising prices, had no need to ask the government for assistance. The cotton production
industry wasn’t so lucky. Documenting the great lengths the cotton production industry went to in
order to try and secure governmental aid to protect them from the effects of the war is therefore
key evidence of their opposition to the conflict. Specifically, the cotton production industry needed
two key things from the federal government: assistance with physically shipping raw cotton
overseas to those foreign buyers that were still interested in purchasing American cotton, and
financial assistance to help cotton farmers weather the pummeling drop in cotton prices.
American cotton farmers had for decades been engaged in a complicated financial dance
to fund their harvests. First, they took out loans from banks or local cotton “factors” against the
proceeds from the future cotton crop in order to purchase seeds, agricultural implements, and other
things necessary for planting.26 When the cotton crop matured, farmers then often took out further
loans in order to pay for farm labor to harvest it. All these loans would then be repaid from the
profits of selling the raw cotton. With the cotton exchanges closed, farmers with outstanding loans
had no market in which to sell their raw cotton. The lack of a cotton market also made domestic
lenders loath to make additional loans to help farmers harvest the crop. Cotton farmers therefore
clamored for financial support at the local, state, and national level from bankers and politicians
in order to avoid bankruptcy.
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The sheer variety of schemes proposed to help get the American cotton crop to Europe is
another useful indicator of the panic gripping the industry. In the days after the war began Senator
John Sharp Williams (D-MS) hoped that the British Navy would quickly destroy its German
counterpart, clearing the seas for cotton shipments.27 The Secretary of the Navy, Josephus Daniels,
proposed that the U.S. navy could carry the crop overseas, which newspapers observed Congress
was unlikely to approve.28
Luckily, the cotton production industry had political and business allies on the question of
moving the cotton crop overseas, since all export oriented industries, including the wheat industry,
faced a similar shortage of ships and spiraling insurance costs. As a result of pressure from many
industry groups, and with enthusiastic support from President Woodrow Wilson and his
administration, a variety of bills quickly advanced through Congress to make foreign exports
easier. In particular, proposals championed by Treasury Secretary William G. McAdoo to make it
easier to register foreign owned ships in the United States, thereby allowing the federal government
to more easily insure those ships and their cargoes, garnered broad Congressional support.29
On the question of government assistance for financing the cotton crop, or more direct
relief for cotton farmers, however, the cotton production industry could draw on far fewer allies.
Local and national politicians from the South were understandably well informed about the cotton
production industry’s importance for both the regional and national economy. Senator Hoke Smith
(D-GA), a former governor and informal leader of Southern legislators in Washington, D.C.,
gathered his colleagues on the evening of August 3rd to begin strategizing on how both the federal
and local governments could assist the cotton production industry in financing the cotton harvest.30
Failure to act would lead to severe economic hardship for cotton producers and the Southern
economy as a whole. “Losses to the cotton trade and especially to the southern cotton farmer
aggregating hundreds of millions of dollars, are threatened if some extraordinary method is not
provided immediately for financing and transporting the season’s crop now coming on the
market,” The Atlanta Constitution warned.31
Due to the leadership of Senator Smith and others, some industry observers were optimistic
that governmental assistance would come quickly, and help cotton producers weather the crisis.
“The administration at Washington will use every means in its power to protect our people from
losses by reason of the temporary paralysis of the export trade in cotton,” The Early County News
reassured its readers. “Our people should not lose their heads and sacrifice their cotton crop for
the national government will do all in its power to assist them in reaping the best possible return
for their labors.”32
The sheer size of the cotton production industry, and its interconnectedness with all other
Southern industries, made it seem impossible that the federal government could refuse aid given
the clear economic pain it was experiencing. “Whatever may be the plan finally adopted, it is quite
certain that the duty of the Federal government to provide against depression in the cotton market
27
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is plain,” The Athens Banner informed its readers. “A most extraordinary situation confronts the
South as to its cotton crop. The great European war now opening is certain to depress prices and
may bring about a very serious state of affairs for the Southern farmer unless the government helps
him out of the hole.”33 Other observers, however, were less optimistic about the prospect of
governmental aid. John Corrigan, Jr. of the Atlanta Constitution complained that “It is believed
that incalculable harm will be done to the south by the European war even if the hostilities only
last for two or three months,” and yet “No one has yet advanced any plan that sounds promising
whereby the situation can be met.”34
Acknowledging that any federal assistance would inevitably take time, cotton producers
across the American south began banding together in order to also try and mitigate the
consequences of the war at a local level. The Georgia Commissioner of Agriculture, James D.
Price, began planning a meeting of the Association of Commissioners of Agriculture for the
Southern States to discuss the effect of the war on growers after communicating with his
counterparts in other states.35 Concurrently, another industry organization, the Southern Cotton
Congress led by E. J. Watson, was planning a national meeting on the war in Washington, D.C.36
Small Georgia banks began negotiations over how to collectively finance the local cotton crop.37
State officials, such as Price, also attempted to rally officials from other states to present a united
front from the Southern states to the federal government.38 Finally, prominent citizens, such as
local banker John D. Walker, also chipped in, working to rally local Georgia Chambers of
Commerce to pool resources and ideas for dealing with the crisis.39 “The effect of the European
war upon the South's chief money crop is fraught with grave possibilities,” the Newnan Herald &
Advertiser noted, “although it is hoped that means will be found to avert any serious danger that
may threaten this great industry.”40
The cotton production industry was wise to not place too much trust in the federal
government, as tensions were already flaring in Congress between Southern members and their
colleagues from other regions. Senator Williams, for instance, tried to resign from the foreign
relations committee following a blistering speech attacking other senators over their refusal to try
and broker an end to the conflict, as well as their neglect of the cotton industry. The chair of the
committee, however, Sen. William Stone (D-MO), refused to accept Williams’ resignation.41
More diplomatically, Hoke Smith led a delegation of Southern members of Congress,
including Senator Lee Slater Overman (D-NC) and Representatives Oscar Underwood (D-AL),
Gordon Lee (D-GA) and John Nance Garner (D-TX) to a meeting with President Wilson, while
an additional delegation led by Representative Frank Lever (D-SC) went to see Treasury Secretary
McAdoo. With the war barely a week old, “Already a vast amount of harm has been done,” the
Atlanta Constitution’s Washington correspondent wrote, “but when cotton begins to pour on the
market and there are no purchases the situation of the farmers and the cotton merchants will be
33
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desperate.”42 Farmers might be able to make the best of a bad situation by refusing to sell cotton
at depressed prices, but “three-fourths of them are unable to do this, owing to the necessity for
paying indebtedness incurred to merchants, bankers and others since the last crop.”43
Given these far-reaching effects of the war, many in the cotton industry saw a Federal
bailout as the only effective response. “We stand face to face with a situation here in the south,
imperiling the vital domestic forces of nearly twenty million people,” an editorial in the Atlanta
Constitution glumly wrote. “Sixty-five percent of the cotton crop of the south must be exported
for consumption in European cottons mills,” and “there is no demand today for a single bale of
cotton in any market of the south and the great exchanges of this country and Europe are closed.”44
This bailout could take a number of forms. First, the government could “valorize” the crop by
setting a standard price at which harvested cotton could be stored in a bonded—that is government
inspected, and insured— warehouse, where it could serve as high quality collateral for a shortterm loan.45 Second, given an ongoing liquidity crisis in New York City, the Federal government
might also issue special emergency currency for banks to use for cotton loans, even if they didn’t
officially valorize the crop.46 “If the machinery for financing the cotton crop is not quickly put into
systematic operation, and if the markets for raw cotton in this country are not protected, prices will
undoubtedly be depressed below the cost of production, and incalculable damage will be inflicted
upon millions of innocent sufferers in the south who have had no part in the creation of existing
European troubles,” the Atlanta Constitution warned.47
Armed with the promise of federal action, national politicians and bankers sought to allay
the cotton industry’s fears. Hoke Smith believed that federal intervention would be more than
enough to protect Southern farmers from bankruptcy.48 He formally proposed a scheme on August
8th whereby cotton farmers would be able to exchange receipts certifying they had warehoused
cotton for special Government backed securities, and alongside other Southern members of
Congress recommended that farmers hold onto their cotton rather than selling it at fire sale prices.49
Bankers in New York City and the South concurred. A. Barton Hepburn, chairman of
Chase National Bank, believed that both government action and increased domestic demand for
raw cotton would protect the South. He therefore telegrammed Representative Underwood to note
that “the south is unnecessarily alarmed over the prospective reduction in any demand for and
price of cotton in view of the general European war. European manufacturers may not require the
usual amount of cotton, but American manufacturers will require it all.”50 W. S. Witham, an
Atlanta banker, believed that the cotton crop could be exported as long as the government passed
a ship registry bill, while Joseph A. McCord, of the Third National Bank of Atlanta, supported
warehousing.51
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Southern members of Congress were also working to assist the cotton industry through a
variety of potential legislative and policy fixes. Sens. Smith, Robert Latham Owen (D-OK), and
Joseph Ransdell (D-LA), for instance, proposed amendments to the Aldrich-Vreeland Law that
regulated the Government’s ability to issue emergency currency during a financial crisis. By
allowing banks chartered by individual states access to this currency, as opposed to just nationally
chartered banks, it would be easier to provide loans using warehoused cotton as collateral rather
than more traditional bonds and securities.52 As Sen. Ransdell noted, “The southern situation is a
commercial situation…our people haven’t the bonds and other security required by the emergency
act, but they have cotton which, when placed in warehouses and properly secured and certificated,
is fully as valuable and a safe security. If we can hold our own for sixty days the situation will
improve. Europe is not going to stop manufacturing cotton.”53
The southern senators proposed three distinct amendments: first, recognizing cotton and
other staple warehouse receipts as commercial paper against which emergency currency could be
issued up to 75% of the receipts’ value; second, increasing the amount of emergency currency that
could be issued against commercial paper from 30% to 75%; and third, clarifying mechanisms
whereby state banks could better integrate into the federal reserve system and gain access to
emergency currency.54 Hoke Smith further sponsored a separate, joint resolution to give Secretary
McAdoo the authority to allow for half of all emergency currency disbursed in the South to go
directly to holders of cotton warehouse receipts.55 To reinforce Southern legislators’ efforts,
members of the cotton production industry spoke before the House Committee on Agriculture
about how they were negatively affected by the war.56
Local cotton organizations were also now mobilizing alongside the federal response.
Harvie Jordan, the president of the Southern Cotton Association, called for an open conference on
the effects of the war to be held in New Orleans on August 27-28. A growing sense that industry
solidarity would be key in weathering the crisis was clearly reflected in Jordan’s invitation to the
conference, which noted that “If there was ever a time when the united efforts of all the people
was imperatively demanded in a common cause to safeguard the great staple crop of the south
from impending disaster, that time now confronts us…Prompt and effective action must be taken
to avert impending disaster.”57
Concurrently, the Atlanta Chamber of Commerce held a special meeting of their board of
directors to discuss the effects of the war.58 They had written to Hoke Smith asking whether they
might send a delegation to Washington to bolster the efforts of Southern members of Congress.
Smith demurred, leaving the Chamber to pass a formal resolution “providing that the Atlanta
Chamber of Commerce call upon their senators and congressmen to do everything in their power
to pass the necessary legislation as speedily as possible” to blunt the effects of the war and that
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“members of the chamber of commerce be requested to write to their members in congress giving
their views on the subject.”59
In response to this pressure, and under the leadership of cooler heads, Southern members
of Congress were steadily moving to advance the desired federal legislation. Inside of two weeks
after the cotton exchanges closed, the first bills were introduced in Congress, by Hoke Smith in
the Senate and Frank Lever in the House of Representatives, to allow for government licensing of
cotton warehouses.60 Representative Otis Wingo (D-AR) introduced a related bill, authorizing the
government to issue federal reserve notes based on cotton.61 These moves were made after long
consultation between Smith and Senator Owen with McAdoo, the comptroller of the currency,
Williams, and other members of the Wilson administration.62 Concurrently, the Wilson
administration was working on legislative solutions that would help more than just the cotton
production industry, such as insuring U.S. ships and overseas cargoes to support all export
industries.63
In the meantime, even as the Liverpool cotton exchange reopened, the major cotton
exchanges in the United States remained closed, with each day causing further economic distress
to cotton farmers and merchants.64 “While two weeks have passed since the cotton futures markets
were closed, no definite steps have yet been reported toward any immediate resumption of
business” the Athens Banner noted on August 13th. With the exception of efforts to close out trades
made before the closure, the calculation of interest, and “the exception of some small transactions
in spot cotton, practically no business is reported, and while many plans are being discussed for
the relief of the situation, no material change in the general position of international trade appears
to have occurred during the week.”65 Local cotton dealers might be able to make some small
purchases and sales, but nothing could replace the volume of businesses conducted at the major
urban exchanges.66
Aftershocks from the final days of trading were still rippling through the cotton production
industry, however, with J.C. Wilson & Co., a west coast cotton brokerage, declaring bankruptcy
due solely to “the extraordinary American conditions following on the European war.”67
Widespread uncertainty about when wide-spread cotton sales might resume, with some observers
predicting a multi-month closure of the exchanges, only contributed to the dire mood amongst the
cotton production industry.68 There was little advice that industry leaders and politicians could
give cotton farmers except to “stand firm” and “sell cotton only as last necessity.”69
The cotton production industry also faced new headwinds in Congress regarding federal
relief. Not all members of Congress, particularly those that didn’t represent constituencies
profiting from international trade, supported the Wilson administration’s plan to insure overseas
shipping.70 At a local level, however, the Atlanta Chamber of Commerce struck a rare optimistic
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note following deliberations on the war’s effect on the local economy. “While considering the
situation serious,” the Chamber noted in a public statement, it “believes it will work out
satisfactorily within a few months and largely through natural channels, with the aid which the
government is expected to extend by the issue of additional currency under the Aldrich-Vreeland
act, supplemented by government deposits and by such aid as the regional banks may be able to
give.”71
The cotton production industry, though, clearly disagreed with the Atlanta Chamber of
Commerce’s sentiments. In an editorial for The Atlanta Constitution, Harvie Jordan, the president
of the Southern Cotton Congress warned that “If the demand for spot cotton is limited, and there
can be no question as to that fact if the European war continues several months, the organized
speculative cotton trade and the spinners of the world will exercise every device known to human
ingenuity to hammer down prices. They have done it on every occasion in the past and will take
every possible advantage of the present crisis in the cotton situation to secure raw cotton as cheaply
as possible.”72 Time was running out for many small cotton farmers who could only resist the
predations of the cotton manufacturing industry for so long absent loans or other forms of
assistance. “The time is rapidly approaching when the cotton crop will have to be put on the market
to pay debts,” The Athens Banner reminded its readers, “The farmers cannot hold a large portion
of the staple off the market unless they can get loans on it sufficient to meet obligations. If anything
is to be done it will have to be done quickly. It is a real emergency.”73 Given congressional footdragging, one of the only solutions was for cotton farmers to organize to try and mitigate the crisis
on their own.
Here, John D. Walker’s effort to bring together local chambers of commerce, bankers, and
prominent members of the cotton production industry was a key early organizational success.
Gathering together these various stakeholders in Atlanta on August 17th, Walker was able to elicit
promises from local banks that any emergency currency coming from the federal government
would be partially used for loans to growers, along with pledges from local banks that they would
finance the gathering of the crop. These promises “not only had the effect of cheering farmers,”
The Atlanta Constitution noted, “but sent them to their homes certain that the situation caused by
the European war is not hopeless, and with a determination of holding their crops whenever it is
not possible to get at least 12 ½ cents a pound.”74 Overall, “it was the sentiment of the conference
that bankers and farmers and others interested in the cotton industry have implicit faith in the
federal government and will not look to any other source for financing the cotton crop,” such as a
large loan from private banks.75
There were also positive signs on both the local and national political fronts. At the state
level, Governor Oscar Colquitt of Texas called a meeting of the governors from all cotton
producing states to discuss collective action to help cotton farmers.76 A group of Southern bankers
meeting in Washington, D.C, appointed an informal committee to work with the Treasury
Department and nascent Federal reserve board on governmental relief.77 Along similar lines, Hoke
Smith huddled with prominent Georgia cotton growers and Southern senators to devise a joint
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strategy that he could take to the Senate.78 With his cotton warehousing bill favorably reported out
of the Senate agricultural committee, Smith prepared to make his case before the Senate writ
large.79
Addressing his colleagues on August 18th, Sen. Smith stressed that “I believe the cotton
situation to-day in the South is not simply a local problem; it is one of national importance” and
implored them to act quickly on the warehouse bill and other activities to help the cotton
production industry.80 These protestations fell on unsympathetic ears, however, and his Senate
colleagues were unwilling to move quickly. This delay was all the more distressing since broader
legislative measures to support export-oriented industries were moving forward even as efforts to
get federal relief for the cotton production industry were stalling. The same day as Sen. Smith
implored his Senate colleagues to support a warehousing bill, President Wilson signed the bill
authorizing foreign ships to be registered in the United States.81
With governmental assistance not forthcoming, the cotton production industry was
becoming increasingly worried. “What is evident and emphatic at this time,” the Atlanta
Constitution wrote in an editorial, “is that the whole south, and more especially the cotton farmers,
is to be the innocent sufferer on account of a limited demand for the great staple money crop of
this section.”82 Cotton farmers, in particular, were starting to really feeling the pressure. “The new
crop is coming in; planters want to get rid of it and, it is said, will take any price,” the AWCR
reported, “The idea of 5-cent cotton, however, is thought by some to be extreme, for that is hardly
the cost of production.”83 The major problem was Congress, which “has for nearly three weeks
realized the critical position of cotton growers, and with hundreds of millions of currency lying
idle in the treasury nothing definite or positive has yet been done to relieve the financial situation
in the south.”84
Another foe, however, was closer to home. The cotton manufacturing industry, a major
consumer of raw cotton, clearly benefited from lower prices for raw cotton. “The proposition to
finance the farmer or to loan him 40 per cent for his cotton, which the government has been
considering, is met, naturally, with favor by the planter, and by at least some brokers,” the AWCR
reported, although “The manufacturers, however, do not look cheerful at this. They say: ‘Why
shouldn't the government help the manufacturer?’”85
Faced with rising debts, cotton farmers were under increased pressure to sell even if the
proceeds might not even cover costs. “Cotton is now being daily sacrificed all over the south at
prices far below the cost of production,” the Constitution bemoaned, “and the mills are laying in
supplies and fortifying themselves against whatever attempts the farmers may later on be able to
make to advance prices to living levels.”86 If the cotton production industry couldn’t rely on either
the federal or local governments they would need to turn to the private sector for support. “What
the south needs now is action—prompt, definite and without equivocation. If the big financiers of
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New York are willing and able to float a loan of a hundred million dollars for France, they can
find a better field in the south with spot cotton as collateral.”87
Even those cotton farmers that were lucky enough to have already secured financing to
harvest their crops were hurting as they struggled to market or sell it. “Conditions in the country
towns are not good,” John Walker noted three weeks after the start of the war, with farmers
sometimes forced to sell at a loss. “Cotton is being brought to town without a market, it is being
simply left in warehouses or taken back to farms. Some is being sold at from 8 to 9 cents when it
costs 11 cents to grow.”88 As a result, Walker warned, “We are now paying a part of the cost of
the awful war across the water. Later we will have to pay more, but let us now contrive and figure
that we’ll not pay any more than our inevitable part.”89
The cotton production industry was slightly cheered, however, by the impending prospect
of governmental action. At a meeting of the Americus Chamber of Commerce, the chamber’s
president, J. E. Mathis, encouraged farmers to “hold your cotton, economize in every way, practice
self-denial, and conditions will proceed to right themselves."90 There was a “decidedly more
optimistic feeling existed among the members of the cotton conference who have been holding a
two days’ session in Washington,” the News and Farmer reported. “Senator Hoke Smith has
introduced in the senate and Representative A. F. Lever in the house a bill which has been perfected
by the officials of the department of agriculture for the government licensing of cotton warehouses
so as to give added value and security to ware- house receipts as security at bank.”91 The La Grange
Reporter believed that “plans for the relief of the cotton growers of the South are well under way
in Washington, and it is predicted that within a short time a formidable plan will be instituted.”92
The Athens Daily Herald noted that “Apprehension as to the possible effects that the European
war may have on business in this country, and the south in particular, is apparently rapidly
diminishing.”93
A conference of cotton farmers, business leaders, and warehouse owners filled the Georgia
capitol building on August 18th and were “more cheerful...than for many weeks,” the Athens Daily
Herald declared, on legislative developments in Congress and news that a number of ships carrying
raw cotton would soon leave for Europe. Conference attendees were “outspoken in their
commendation of Senator Hoke Smith as the leader” of legislative assistance for the industry.
“They stated frankly that had it not been for Hoke Smith's energy, Hoke Smith’s brains and Hoke
Smith's standing in Washington, the work would have been delayed, poorly done or perhaps not
done at all.”94
Hagiographies and positive sentiment aside, these dreams were dashed by the last week of
August, as it became unfortunately clear that the hoped for federal aid for the cotton production
industry would not be coming quickly, if it would come at all. Debate in the Senate over Hoke
Smith’s cotton warehousing bill quickly derailed as Senators from outside the South worked to
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weigh the bill down with aid for industries in their states. The Republican North Dakota delegation
of Sens. Asle Gronna and James McCumber pushed for the federal government to similarly grant
preferential warehousing treatment for grains, an unnecessarily provocative move given their
skyrocketing price. Importantly, Republican senators weren’t the only ones holding up aid for the
cotton production industry. The Democratic Maryland delegation of Sens. John Walter Smith and
Blair Lee joined with Sen. Claude Swanson (D-VA) and Sen. Furnifold Simmons (D-NC) to ask
that aid be extended to the tobacco industry.
The debate over the warehousing bill descended into legislative farce on the afternoon of
August 22nd, with Senators further trying to load down the bill to benefit their particular states.
Sen. Harry Lane (D-OR), for instance demanded federal aid for the canned salmon industry in
order to secure his support. Hoke Smith was willing to appease his party colleagues from the border
states, but “drew the line at canned salmon.” Sen. James Martine (D-NJ) then decided to seize the
moment and suggest a carveout for his state’s prized applejack producers, leaving Smith’s Georgia
colleague William West to incredulously ask if applejack was actually “necessary to our national
prosperity.” Martine gamely replied that it “depends on one’s point of view and power of
locomotion.” It’s little surprise, then, that a number of Senators abandoned the chamber entirely
for a baseball game after two hours of debate. Further discussion was mercifully tabled after Sen.
Lane’s salmon amendment was voted down and the Senators realized that they no longer had the
requisite quorum to conduct further votes.95
With Congressional relief becoming less and less likely, the cotton production industry
now turned to the Executive branch for assistance. Secretary McAdoo’s decision to call a
conference of cotton producers for the following week to discuss ways that the Treasury
Department might assist the industry became the industry’s latest source of hope.96
If the cotton production industry initially saw Secretary McAdoo as a potential savior,
however, they were rewarded for their faith with a harsh dose of reality. Born in Georgia during
the Civil War, McAdoo was clearly aware of the cotton production industry’s fears regarding the
conflict overseas. “I have been distressed to find that there is a growing feeling of hysteria over
the situation regarding cotton,” McAdoo noted at the industry-government conference he had
called in Washington, D.C. on August 24. “I have been receiving letters and telegrams which
indicate a feeling that unless something is done immediately the bottom will drop out of credit and
cotton will be a total ruin.” At the same time, though, McAdoo clearly thought the cotton
production industry was getting carried away by fear in their protestations to the government. “The
best answer to all of these panic stricken telegrams,” he noted, was that “this is no time for nervous
systems. Many of the calamities suggested to me are utterly impracticable.”97 The first day of the
conference had been marked by a “disturbed and panicky spirit,” according to one attendee, but
although the group calmed down somewhat by the second day they left Washington somewhat
disappointed.98 The executive branch might be willing to listen to the cotton production industry’s
worries, but they weren’t prepared to act on them.
At this crucial moment, however, Hoke Smith delivered. In a somewhat improbable
victory, Smith was able to usher his cotton warehousing bill through the Senate, at the legislative
cost of also permitting the government to formally certify warehouses, and issue certificates that
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could be used as collateral for loans, for other commodities, such as grain and tobacco. He even
caved to Sen. Lane’s protestations about warehousing canned salmon, but saved some face by
denying Sen. William Chilton’s (D-WV) late move to include peaches, apples, and oil.
These concessions took a clear toll on Smith. Amidst a flurry of late amendments he took
the Senate floor to chastise his colleagues’ partisan and regional biases. “I confess it is with some
pain,” he noted, that “I have heard senators put amendments intended to be trivial and make
speeches intended not to be serious. If senators wish to kill the bill let them vote to do it. If they
begrudge the small relief to the people who will benefit by this bill let them kill it. I do not deny
their right to do it, but I entreat them to treat the subject seriously.”99 Drawing on Southern allies
like Sen. Francis White (D-AL), who warned that the South would “be in bankruptcy if the cotton
crop is not taken care of,” Smith was able to beat back late attacks by Republican, Northern
senators.100 Smith took the matter of warehousing so seriously, he related to his Senate colleagues,
because “I know it is a serious problem to our people who have within the last three weeks been
brought to face the greatest calamity that has come to them in forty years.”101
State governments were also finally moving forward, albeit slowly, with actions to assist
the cotton production industry. Democratic Governor Locke Craig of North Carolina, after meeting
with a group of cotton growers, bankers and manufacturers on August 25th, reinforced Texas
Governor Colquitt’s desire for a conference of state leaders. Craig sent telegrams out to the
Governors of other Southern states, inviting them to a conference on September 3rd to discuss
acting collectively to mitigate the ongoing economic crisis. The goal would be “to devise plans for
saving from sacrifice and prevent, if possible, the threatened disaster to the cotton crop of the
south.”102 Colquitt, in turn, called a special session of the Texas legislature in order to devise a
state level plan for warehousing cotton.103
Fresh off passing his warehousing bill in the Senate, Hoke Smith was also working hard to
develop alternate approaches for helping the cotton production industry. These included
negotiating a plan with the Treasury Department for a series of monetary policy adjustments:
allowing small state banks to join the Federal Reserve system for an 18 or 24 month period,
decreasing the tax on issuing emergency currency via the Aldrich-Vreeland act, and increasing the
proportion of loans that banks could issue on commercial paper based on receipts from warehoused
cotton; currently banks could only issue 30 percent of their loans on this basis, which would be
raised to 70 percent.104 Amidst these victories, however, Smith—and by extension the cotton
production industry—gained a new enemy: J. W. Wise, the Democratic nominee for the U.S.
House of Representatives in Georgia’s 6th District. At the district’s congressional convention Wise
went on the attack regarding Smith’s plan, noting that it “would not hold water” and was driven
by Washington politics, not local needs. “His remarks along that line were received with keen
interest and aroused considerable discussion,” the Atlanta Constitution noted.105
Perhaps cognizant of the electoral costs of appearing to neglect his local constituency,
Hoke Smith decided to travel back to Georgia to attend a long awaited meeting of members of the
cotton production industry being organized in Macon by John D. Walker.106 With a distinguished
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line-up of speakers, including Charles S. Barrett, the national president of the Farmer’ Union, E.
J. Watson, commissioner of agriculture of South Carolina and president of Southern Cotton
Conference, J. D. Price, Georgia’s commissioner of agriculture, and T. G. Hudson, a former
commissioner of agriculture of Georgia, the meeting would be “the most important held in Georgia
since the closing of the European markets by the war” according to the Atlanta Constitution.107
The massive turnout for the Macon conference, estimated at some 1,400 delegates,
indicated the seriousness of the situation. Indeed, so many showed up that the convention had to
be delayed an hour to find a space large enough to host everyone, as the planned convention hall
at the Dempsey hotel was too small.108 Perhaps unsurprisingly, participants at the Macon
conference chose its organizer, Walker, to be the official leader of a movement to mitigate the
economic consequences of the conflict overseas through a new industry organization: the Georgia
Cotton Congress.109 The conference also sketched the outline of a plan for dealing with the ongoing
turmoil in the cotton production industry through grassroots action. They adopted a resolution
imposing a 3% tax on all cotton produced in the following crop year, and promised to reduce said
crop by 50% in order to give farmers more room to carry over any surplus cotton from the 1914
harvest over to subsequent years.110 “We must have immediate action,” the newly elected Walker
declared, as “unless the farmers take action now the situation will not be relieved. The toll of war
charged against the farmer is figured on the basis of cotton sold at 13 cents before war was
declared, and now selling at 7 cents. Farmers cannot pay their debts on the present price of cotton,
and while our government is doing all in its power to help us, we must realize that we have got to
get into the fight and help ourselves.”111
Other grassroots efforts to save the cotton production industry flourished across the South.
Under the leadership of C. W. Hodson, the president of the Dallas Chamber of Commerce, the
Texas cotton production industry began to make firm plans for warehousing cotton. Texas bankers
and cotton factors also began thinking seriously about how to refinance loans made to the cotton
production industry, or delay payments, in order to mitigate the effects of the war. These business
leaders “realize that they have much more than a sentimental interest in the farmer whose cotton
will pay the bulk of this indebtedness,” the Atlanta Constitution noted. “They realize that they are
in business for all time and that they must now co-operate with the small merchant and farmer in
tiding them over the difficulties brought about through the situation In Europe and they have
determined not to press him for payment to the point where the goose that lays the golden egg is
to be either injured or ruined.”112
At a meeting of the Southern Cotton Conference in New Orleans, 200 members of the
cotton production industry agreed with their colleagues meeting in Macon: the effects of the war
could be lessened through providing loans to farmers on the basis of warehoused cotton and
curtailing the 1915 crop.113 Even more informally, “buy-a-bale” movements calling for average
citizens to purchase raw cotton to help buoy prices and help cotton farmers were gaining
strength.114 Women’s organizations across the South urged their members to buy only cotton
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clothing and house goods.115 Returning from a conference in Washington D.C. with Hoke Smith
and William West, C. J. Haden, the president of the Georgia Chamber of Commerce, noted his
hopes that informal organizing might lead to more formal structures, and stronger political
presence for the cotton production industry.116
At the same time, however, the cotton production industry recognized that grassroots action
would only go so far in mitigating the economic consequences of the war. “It is time the federal
government did something about taking care of the cotton crop,” the Atlanta Constitution wrote in
an editorial. “We have had a whole lot of talk about it—in fact, nothing but talk. Cotton
conferences have been as frequent as sunrise. Members of congress, officials, bankers and
merchants have conferred times without number. Everybody is agreed that something ought to be
done; pretty nearly everybody is agreed as to just what should be done, but the one conspicuous
thing about the whole matter is the absence of action.” Importantly, “This is not a question of the
near future or even of tomorrow,” the Constitution warned, “it is a question of TODAY. It is an
emergency; it is a crisis.”117 What little optimism existed in the industry was largely dependent on
government assistance coming through. Returning from a visit to Washington, D.C., Atlanta
banker Joseph A. McCord believed that farmers would only suffer a small loss as a result of the
war, as long as the Treasury department followed through on plans to allow farmers to get loans
based on warehouse receipts.118
When it came to the Treasury Department, however, the cotton production industry had
reasons for both hope and despair. Secretary McAdoo announced on August 27th that the federal
government would accept commercial paper backed by warehouse receipts for cotton and tobacco
as collateral for receiving loans of emergency currency at up to 75% of the receipts’ face value.
He backtracked, however, on one of Hoke Smith’s key demands, and refused to allow state banks
to issue emergency currency. McAdoo instead stated that he was “convinced that there is adequate
power under existing law…to issue through the national banks all the currency to meet any
reasonable demand that may develop in any part of the country.”119
He further made clear that he was worried primarily at the effects of the war on the
American economy as a whole rather than focusing on individual industries like the cotton
production industry that might be heavily affected. While acknowledging that “the farmer cannot
expect as high a price for cotton this year because of the European war, yet he should not be forced
to sacrifice his crop,” McAdoo concluded that “This is a time when the entire country expects that
purely selfish interests shall be subordinated to the common good; that undue advantage shall not
be taken of each other.”120 Certainly such statements easily applied to industries taking advantage
of those negatively affected by the war, such as the cotton manufacturing industry buying up raw
cotton at depressed prices. Viewed in light of McAdoo’s general tendency to downplay the
economic hardships of the cotton production industry, however, such statements also speak to his
unwillingness to fully involve the federal government in bailing out industries hurt by the war.

115

Womens Clubs Urged to Help in Marketing,” The North Georgia Citizen, August 20, 1914: 3; “An Appeal to
Southern Club Women,” Atlanta Constitution (September 4, 1914): 6.
116
“Get-Together Spirit Impresses C. J. Haden,” Atlanta Constitution (August 29, 1914): 7.
117
“Time to Act!” Atlanta Constitution (August 28, 1914): 6.
118
“M’Cord Is Optimistic Over Cotton Situation,” Atlanta Constitution (August 28, 1914):
119
John Corrigan, Jr., “Emergency Funds Soon Available for GA Farmers,” Atlanta Constitution (August 28, 1914):
1.
120
John Corrigan, Jr., “Emergency Funds Soon Available for GA Farmers,” Atlanta Constitution (August 28, 1914):
1.

22

Last Updated: July 12, 2021
The cotton production industry greeted McAdoo’s announcement with caution. A special
committee of industry members that had been formed to liaise with the federal government
following the August 24th conference in Washington, D.C. with Treasury officials favorably
reported on the Treasury actions, releasing a statement that “the committee entirely approves of
and congratulates [Secretary McAdoo] upon the announcement...yesterday afternoon.”121 In spite
of the flowery language, however, the industry’s patience with the federal government was clearly
wearing thin. “If talk—talk in Washington—could have financed the cotton crop it would already
have been taken care of several times over,” an editorial in the Atlanta Constitution raged, “But
talk, regardless of the source of it, won’t do it. It is going to take sinews and plenty of them.”122
Indeed, the industry wondered “What is congress waiting for? Is it the distress and possible
pauperization of thousands of agricultural families throughout the south? Is it for trade stagnation
and possible bankruptcy of southern merchants?”123
By the end of August the major cotton exchanges had been closed for nearly a month, and
the resulting economic pain was quickly spreading throughout the cotton production industry.
Faith in government assistance was also wavering. “The question of government assistance in the
acute situation now prevalent is regarded by many to be rather a remote contingency,” the AWCR
cautioned.124 “All eyes were turned yesterday upon the national capital,” the Americus TimesRecorder reported on August 27th, “where was assembled the convention of Southern
representative farmers and merchants asking aid from congress In the harvesting and sale of the
present crop.”125
As the milestone of a month-long closure of the cotton exchanges neared, Hoke Smith
followed through on his promise to travel back from Washington, D.C. to Georgia to attend the
Democratic party’s nominating convention for the midterm elections in November, and also meet
with some scores of industry representatives who remained in Macon under the auspices of the
newly formed Georgia Cotton Congress. Leaving the capital by train late on the evening of August
29th, Smith arrived in Atlanta just before 5pm the following day to find a throng of enthusiastic
supporters and reporters waiting for him at the train station. As soon as Smith stepped down onto
the platform he was “besieged by reporters, plying various pertinent questions of the moment, but
he waved them aside smiling and without a word of information.” He curtly brushed aside
questions about the fast approaching elections: “I have nothing to say now.” And about the plight
of the cotton production industry? “That will come later.”126
A month into the war, most American industries had steeled themselves for adapting to the
changed economic conditions they now faced. “Business is day by day adjusting itself to a war
basis of values, risk and demand. The process of readjustment to extraordinary conditions,
however, is necessarily slow, and merchants are obliged to exercise patience in dealing with new
and difficult problems that arise. The result is extreme caution, coupled, however, with a
courageous view of the future,” the Atlanta Constitution reported.127
While many industries were able to successfully adapt, however, the cotton production
industry still struggled to do so. The industry therefore stood out to analysts as a key problem area
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for both the regional economy of the South and national economy as a whole. The Tifton Gazette
complained that “Four weeks have passed since the outbreak of the war in Europe and the closing
of the exchanges in this country, yet nothing practical has been done towards solving the cotton
problem. There has been much talk and discussion, but results have not materialized.”128 The major
economic publication Bradstreet’s noted at the end of the month that “Southern reports are very
poor owing to uncertainty about methods for financing the cotton crop…But if a feasible plan for
marketing cotton is developed prompt resumption of business activity is anticipated.”129 Hoke
Smith’s trip South was a key opportunity to hammer out the details of just such a plan.
When Smith took the stage in Macon on September 1st to accept the Democratic party’s
nomination he was greeted with “thunderous applause.” After thanking the party and people of
Georgia for their endorsement, he then turned towards a perhaps more important topic: the war.
Noting the various legislative efforts for mitigating the economic effects of the war, he reinforced
the Georgia Cotton Congress’s call for a reduced cotton crop the following year. “We cannot meet
this situation by simply furnishing money to handle distressed cotton If another crop next year is
raised similar in size to the present crop,” Smith told the crowd, “nothing will prevent the lowest
price of cotton next fall that has been known in twenty years.” In the meantime the cotton
production industry needed to support its members through collective action. “We must meet the
problem that confronts us for the next six months by mutual forbearance; by sympathetic cooperation. No honest man who seeks to pay must be crowded for his debts. We must economize.
We must realize the situation. We must bear ourselves with courage and with manhood.”130
While Smith’s speech received steady applause from the audience, it marked a clear change
in tone for one of the cotton production industry’s staunchest champions. Smith was no longer
hoping for a short conflict. He made it clear that the war and its economic consequences would
last for many months. Moreover, although his re-election was never in serious doubt in a solidly
Democratic state, the fact that Smith’s greatest legislative and policy triumphs in confronting the
economic crisis caused by the war were as yet unsigned into law meant these were partial victories
at best. Despite his best efforts to drive a cotton warehousing bill through the Senate, the House of
Representatives was already working to weaken the bill by making warehousing voluntary, rather
than compulsory, as well as setting up a complicated web of federal, state, and local certification.131
State and local government efforts to mitigate the crisis were also stalling. Governor Craig
cancelled his planned conference of Southern governors in Atlanta on short notice, and with little
explanation.132 Although nearly 100 members of the cotton production industry still gathered in
Atlanta despite the conference’s cancellation, their only recourse was to call on Georgia Governor
John Slaton to assume leadership for a future conference.133 Similarly, although the Georgia Cotton
Congress under John D. Walker continued to try and organize at the local level, it was increasingly
clear that these efforts would only pay off over the long term, and promised little immediate relief
for the cotton production industry.134
As per usual, the cotton production industry’s dissatisfaction with the slow movement of
aid gained a voice through the editorial board of the Atlanta Constitution, which reminded readers
that “The crisis in Europe, which has lost its novelty, demands emergency measures. These
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measures have long been speciously promised by the politicians at Washington. It is time to stop
wind-jamming and get busy!”135 This, like other warnings, however, seemed likely to ultimately
fall on deaf ears at the state and federal level. The war in Europe may very well be “ the greatest
problem facing the southern farmer since reconstruction,” but there seemed to be little in the way
of real assistance forthcoming for the cotton production industry.
William Hurd Hillyer, writing at the beginning of September for the Athens Banner nicely
summarized the situation: “The immediate effect of the great struggle has already been felt. For
the first time since cotton became a staple commodity it is unsaleable at any price. The few
scattering sales under pressure afford no basis on which to estimate a true market value. There has
been a great deal of hurrying to and fro between the cotton growing states and the national capital,
and a vast amount of talk in the newspapers and elsewhere, a few frantic proposals for the
government to buy our cotton.” And yet, despite all this effort, “at this writing—beyond a treasury
ruling which will permit of warehouse cotton certificates to be used as a basis of emergency
currency through the national banks—nothing definite has been accomplished. The cotton is being
hauled to market, and finding no buyers, is being stored in the village warehouse, under the hungry
gaze of the sheriff, or hauled back again to rot at the farmer’s front door. From being normally
hard up, the southern cotton planter is now facing the stark specter of bankruptcy.” For Hillyer,
“These are facts and it would be the height of folly to close our eyes to actual conditions.”136
4.2.2 Contraband
“What is Contraband of War?” The Atlanta Constitution prompted its readers on the
morning of August 9, 1914, noting that the question “is causing the greatest concern to shippers.”
Readers had every reason to be confused about what products did and didn’t count as wartime
contraband, and thus liable to search and seizure, given the uncertain legal status of wartime trade
under international law. Still, although “the definition of contraband is elastic,” the Constitution
noted that the 1909 Declaration of London, agreed to by nearly all of the current belligerents, had
yielded an “international list of articles which can never at any time be contraband. The most
important of these articles to America is cotton, which heads the list of non-contraband goods.”137
Cotton’s status as a non-contraband or “free good” under the Declaration of London
theoretically meant that shipments of cotton “would not be interfered with by any European nation
in case of a general war,” Ellery C. Stower, a professor of international law at Columbia argued.138
Nevertheless, the fact that the Declaration had not yet been formally ratified by 1914 meant that
belligerents still retained the legal right to add raw cotton to contraband lists if they desired.139
Importantly, there were a number of economic downsides should raw cotton be declared
contraband. Namely, given the strength of the British Navy, it would be nearly impossible for the
cotton production industry to export raw cotton to Germany and Austria-Hungary, key prewar
markets. Moreover, raw cotton shipments to neutral countries could be stopped and seized,
potentially without compensation to the seller or shipper, if a belligerent suspected that the cotton
was ultimately intended for a belligerent country.
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For the first year of the war, therefore, the cotton production industry fought furiously to
try and maintain raw cotton’s status as a free good. Drawing on the support of national legislators
from cotton-producing states, in particular Georgia Senator Hoke Smith, the industry pressured
both the American and British governments to ensure the free movement of raw cotton. Persistent
rumors that the British government was on the verge of declaring raw cotton contraband
consistently depressed the price of cotton in American markets and caused American cotton
producers to strengthen their opposition to war. Conversely, public reiteration of raw cotton’s
status as a free good could calm markets and producers. Even though the British government would
ultimately add raw cotton to its contraband list in August 1915, under intense domestic pressure
from Lancashire-based cotton manufacturers, the lobbying campaign by American cotton
producers remains an incredible important, and understudied, element underpinning their
opposition to World War I.
The cotton production industry’s campaign to maintain raw cotton’s status as a “free good”
began almost immediately after the war began. The Wall Street Journal, for instance, noted on
August 6th that “Representatives and Senators from the cotton states are naturally anxious about
the sudden drop in cotton” prices, and as a result “appointed a committee to take up the question
with the President and Department of State to urge the warring nations not to ‘regard cotton as a
contraband of war, but to allow it to be transported in neutral bottoms to any of the ports even of
the warring nations which are not in a state of blockade.’”140 Prominent members of the cotton
production industry, like C. J. Haden, and industry organizations, such as the Georgia Seed
Crushers’ Association, channeled these efforts through Hoke Smith, the industry’s most vocal
congressional supporter.141
Due in large part to pressure from American cotton producers and the U.S. government,
European belligerents remained willing to keep cotton off contraband lists in the war’s early
months. Subtler actions, however, still threatened the international cotton trade. In late October,
for instance, the British government asked London-based insurance underwriters not to insure
cargo consignments to Sweden, Norway, Holland, and Italy, with the goal of preventing
contraband goods from reaching Germany and Austria-Hungary through neutral countries. Noncontraband goods, though, also become more difficult to insure as a result of this action. “The
effect of the British government’s latest order is already felt in cotton export circles,” the Wall
Street Journal noted, and “It has interfered to an appreciable extent with the shipments of that
staple to the neutral countries” and triggered a drop in the nominal quoted price of raw cotton in
private sales.142 The foreign exchange market in the United States also tightened based on a feared
decrease in cotton exports.143
The U.S. government, however, remained responsive to the concerns of the cotton
production industry. In the days after the British government’s ultimatum to their domestic
insurance industry, Robert Lansing, the counsellor to the State department, assured a Senate
committee “that this government would endeavor to bring about an understanding with European
belligerents which would admit shipments of cotton in neutral vessels to belligerent countries.”144
Informed by Sen. White that British-owned insurance companies in New York City had already
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begun refusing to insure neutral-bound cotton shipments, Lansing promised that the State
department would investigate.145 Seth Low, president of the New York Chamber of Commerce,
went straight to the Secretary of State, William Jennings Bryan, with his concerns, sending a
telegram “urging that Great Britain be requested to give some authoritative statement in regard to
the conditions under which cotton for consumption in neutral countries can be forwarded from the
United States without interference from British warships.”146
These efforts garnered an immediate response from the British government, with Foreign
Minister Edward Grey heading off any official enquiries by reiterating to the State department
informally that “England will not interfere with American cotton shipments as ‘contraband of
war.’”147 As a result, Treasury Secretary McAdoo released a statement noting that “There is no
reason why underwriters who cover marine and war risk insurance should now hesitate to issue
policies on cotton in neutral bottoms, so far as Great Britain is concerned.”148 Moreover, if private
insurers were unwilling to underwrite shipments, then the newly founded War Risk Insurance
Bureau in the Treasury Department was willing to do so.
This news was “the best the cotton people have received since the war,” according to U.S.
Census Director William Harris, a native Georgian. “The greatest trouble has been caused by the
inability to export cotton. The arrangement just published seems to have removed this difficulty to
a great extent. It would seem certain that ships can be secured in which to transport the cotton, that
exchange and credits can be secured and the handlers get rid of the cotton.”149 Although the major
cotton exchanges remained closed, the Atlanta Constitution reported that “the market had a better
tone all around on the announcement that the English government would not stand in the way of
insurance companies accepting war risks on cotton.”150 The British statement reportedly led the
German government to direct buyers to purchase a large amount of American cotton for their
textile industry, with industry observers also predicting an increase in exports to England and
France now that “The contraband aspects of cotton was cleared again.”151 “The announcement by
the British government that it will interpose no obstacles to the shipment of raw cotton to any port
may have the effect of stimulating exports,” the Washington Post noted. “Raw cotton has not been
listed by any nation as conditional contraband of war and much surprise would have been caused
if the British government had attempted to exercise the right to seize it as contraband.”152 Foreign
exchange markets loosened in anticipation of a flurry of exports, with the value of the U.S. dollar
rising to its highest level since the start of the war.153
The cotton production industry was therefore willing to moderate their opposition to the
war as long as cotton remained a free good. Cotton shipments might still be inadvertently
destroyed, and wartime insurance and shipping rates were elevated over peacetime rates, but as a
“free good” raw cotton enjoyed some modicum of protection under international law. Asa G.
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Candler, the founder of the Coca-Cola company and a Southern business leader, told the Atlanta
Constitution that “if the announcement of the department of state that the warring nations will not
consider cotton as contraband of war is correct…I see practically no reason why normal business
conditions in the south should not be resumed at an early date. All that we have needed is a safe
means of transporting our cotton to European spinners who now probably need cotton more than
ever before in the history of the world.”154 Similarly, cotton broker James S. Akers of the firm of
Inman & Inman noted that “Relief now is in sight, since England and Germany have declared that
cotton is not to be considered a contraband of war, and shipments of it may be made to Germany
and England without fear of loss of cargoes by seizure.”155
Slowly but surely, the cotton production industry began to adapt to wartime trade
conditions. Even with high shipping and insurance rates, raw cotton flowed relatively freely across
the Atlantic three months after the start of the conflict. “Despite the prevailing impression that
distress is being suffered severely on account of cotton conditions,” the Atlanta Constitution
reported in early November, “Atlanta’s biggest cotton dealers yesterday made statements to the
effect that trade in the fleecy staple has increased 40 per cent in the last few days, and that within
a fortnight it will be moving along at a normal rate.”156 Much of this movement was domestic, but
cotton exporters eagerly looked forward to higher volumes of international shipments. “The
prospects are good for a much better price in cotton in the very near future,” Wimberley Peters, a
cotton trader through the firm of Smith & Higgins noted, “as soon as export channels can be opened
up—which I expect at a surprisingly early date—cotton can hardly be handled too fast for the
demand. The prospects now are brighter than ever before.”157
Ed Inman, another trader, was even more optimistic. “To say that the situation looks
encouraging would be putting it too mildly,” he believed. “Already, Atlanta cotton is being shipped
to European ports in large quantities. There is a big demand for it growing over there, and the
supply only awaits an opportunity for transportation. As soon as Germany and Austria insure
shipments, it will be a gigantic task to supply them with the cotton they are going to require.”158
Importantly, however, Inman’s optimism and that of the cotton production industry writ large
hinged on cotton remaining a free good. “It if is true that cotton has not been declared contraband
of war,” he hedged, “belligerent Europe will shortly open up trade channels and we will begin
shipments at once.”159 All bets were off if cotton were to be declared contraband.
By December, though, the mood in the cotton production industry had slightly darkened.
The British navy had forced a Norwegian steamer, the Sandefjord, off its intended route to
Copenhagen in late November and impounded it on the suspicion that it was carrying copper—
absolute contraband—alongside its primary load of cotton.160 Belligerents were well within their
international legal rights to inspect and seize these types of mixed cargoes containing both
contraband and free goods. As a result, the U.S. Department of Commerce formally recommended
that the cotton production industry try to ship raw cotton on ships devoted exclusively to that
product, especially when shipments were heading to Germany.161 High profile stoppages and

154

“Optimism Shown by Asa Candler,” Atlanta Constitution (October 29, 1914): 5.
“Optimism Shown by Asa Candler,” Atlanta Constitution (October 29, 1914): 5.
156
“Cotton is Moving with Rapidity,” Atlanta Constitution (November 5, 1914): 1.
157
“Cotton is Moving with Rapidity,” Atlanta Constitution (November 5, 1914): 1.
158
“Cotton is Moving with Rapidity,” Atlanta Constitution (November 5, 1914): 1.
159
“Cotton is Moving with Rapidity,” Atlanta Constitution (November 5, 1914): 1.
160
“British Capture Norwegian Vessel,” New York Tribune (December 1, 1914): 2.
161
“Why Cotton is Held Up,” The Washington Post (December 2, 1914): 5.
155

28

Last Updated: July 12, 2021
seizures like that of the Sandefjord were a key driver of high insurance rates on cotton shipments,
which, alongside the low price being paid, kept the volume of international shipments low.162
The cotton production industry’s concerns over raw cotton shipments being interdicted
were high enough to cause Hoke Smith to demand further action from the State Department. A
meeting with Robert Lansing, however, proved mostly fruitless. There was little the State
Department could do in these sorts of cases Smith noted after the meeting. The best course of
action for the cotton production industry was to collectively organize shipments only containing
raw cotton. “I think our cotton men should be particularly careful not to load their ships with any
contraband whatsoever,” Smith recommended, as by doing so “controversy will be avoided.”163
The first cargo of American cotton to be shipped directly to Germany since the War began left
from the port of Savannah in early December under these sorts of strict, if voluntary, controls.164
In mid-December the French government mirrored the British government’s stance on
cotton shipments by formally reiterating that cotton was a “free good.”165 This lifted the spirits of
the cotton production industry higher, and the Atlanta Constitution noted that the news “helped
steady the market” for raw cotton.166 “There was a feeling of satisfaction” in the cotton production
industry over the French declaration, the New York Times reported.167 According to the Baltimore
Sun the statement was “another victory for the American cotton shipper and cotton grower.”168
There was more good news later in the month when the Italian government announced that it
wouldn’t place restrictions on raw cotton shipments traveling through Italy en route to Austria and
Switzerland.169
These commercial victories, however, didn’t insulate President Woodrow Wilson and his
administration from domestic criticism. On the one hand there were critics such as Texas Governor
Oscar Colquitt, who held that Wilson hadn’t done nearly enough to protect American neutrality
rights regarding the free shipment of cotton. “The Administration’s foreign policy has been
imbecilic,” Colquitt ranted in a published article. Of chief concern, the Wilson administration had
“allowed England to dictate conditions as to cotton shipments to European countries that enabled
the English spinners to rob the American cotton growers of half the value of their crop.” If Colquitt
had been President, he declared, he “would have served notice on England’s Premier that our
foreign trade in cotton and other non-contraband commodities was going forward with or without
England’s consent, and if necessary I would have sent American ironclads to England’s door to
enforce that notice.”170
Other critics, however, maintained that rather than doing too little to ensure the free
movement of American goods, the Wilson administration and its business allies were instead
jeopardizing American neutrality by becoming too commercially involved in the conflict.
“Neutrality, so far as the Street is concerned, long since went by the board,” the New York Tribune
reported. “Nowhere in the country are there such fervent prayers for the speedy success of the
Allies as in Wall Street, because their defeat—with Germany supposedly bare of American
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[securities] and Great, Britain, Ireland and France yet heavy holders—presents a post-bellum
prospect of little charm, to say the least. With the commission houses it is not a question of
sympathies but of dollars.”171 Caught between these two opposing groups, the Wilson
administration attempted to please both sides through a formal year-end protest to the British
government over the detention of U.S. ships and shipments, while noting that it was
“embarrassing” for the government to make such protestations when U.S. shippers were
comingling contraband and non-contraband goods.172
Although Wilson’s protest was good domestic politics, it had little immediate impact on
the international shipping situation, where other factors loomed larger. Indeed, Secretaries
McAdoo and Redfield went before Congress the same day as Wilson’s note in order to discuss
high insurance rates and an ongoing shortage of merchant ships. “At the present time the freight
rates on cotton are the key to the situation and the question of shipments of cotton has been one of
the determining factors in the shipping situation” the New York Times noted. “The opening of
German ports to American cotton has greatly increased the demand for cargo space, and the result
has been a very marked advance in freight rates all along the line.”173 The AWCR agreed with
McAdoo and Redfield’s sentiments: “At present, the obstacles against shipping to Germany…lie
in the dearth of American bottoms, in the high freight rates, and the difficulty in securing financial
relations satisfactory to American sellers.”174 Ocean freight rates for shipping cotton from New
York to Liverpool had tripled since the start of the war, to their highest levels since the American
Civil War a half century before.175 Beyond missing the mark on the true issues inhibiting exports,
the cotton production industry was slightly rattled by the accusatory tone of Wilson’s protest,
fearing that Great Britain might tighten their inspection routines in response to the protest, even
for non-contraband goods.176 The British public was furthermore widely believed to be up in arms
over the American note, and placing heavy pressure on the British to crack down on cotton
shipments.177
Having eased into the new year on a sour note, therefore, the cotton production industry
was relieved when the British reply to Wilson’s protest was relatively subdued. While asserting
their right to interdict cargoes containing suspected or actual contraband, the British government
reiterated their desire to allow relatively unencumbered trade by neutral countries.178 The French
government soon reciprocated.179
As a result, industry observers predicted that the pace of raw cotton shipments overseas
would quicken. “The belligerents in Europe are clamoring already for cotton,” the Atlanta
Constitution informed its readers. “That is one of the chief commodities which has not been
declared contraband. Cotton is moving with increasing speed, and at higher prices, in the south.
All this spells the oncoming of prosperity in every channel of business.”180 The American
government, however, was less pleased with the British reply, declaring themselves
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“disappointed” in how it dodged many of their main assertions and seemed to invite a broader
dialogue about neutral rights that could easily redound to the detriment of the United States.181
Nevertheless, raw cotton exports did pick up slightly by mid-January.182 This coincided with the
“development of a much better feeling with respect to the cotton situation than prevailed at the
time the cotton was harvested” the Constitution noted. “Cotton exports now show figures which
are regarded as more encouraging.”183
Although the international cotton trade had certainly improved to its best outlook since the
start of the war, that didn’t mean that the trade was healthy. Indeed some industry members were
growing anxious over the lack of firm movement. “People are inclined,” the Wall Street Journal
reported, “to inquire why it is that cotton, which is non-contraband, is not making more headway
as an export. The disposition is to lay it to excessive precautions in chartering and in insuring
cargoes for Germany and other belligerent territory.”184 Initial shipments to Germany would “not
be large until those who have undertaken these first shipments learn the result of their labors,” the
AWCR noted.185
One reason for the lack of movement was ongoing concern over whether or not the British
government might abruptly switch their stance and declare cotton to be contraband. Indeed, even
vague rumors that such a move was being considered could negatively impact markets. The last
week of January, for instance, the firm of Hubbard Bros. & Co. wrote in a circular letter regarding
the “rumor, said to have been current in England, that Great Britain intended to declare cotton a
contraband of war…of course, in time of war anything may occur, though this rumor seems to us
to be less likely to be founded on fact than many another.”186 Sales of cotton slumped in both New
York City and New Orleans on January 22nd, influenced in part by whispers of a change in
contraband policy. “The absurdity of this report was not questioned owing to the nervousness
which had already developed under previous selling,” the New York Times noted.187 Subsequent
denials from the British government that they were considering making cotton contraband steadied
cotton markets.188
By late January, however, British actions were speaking louder than their words on the
question of international trade during wartime. With the British navy increasingly interfering with
shipments of foodstuffs and other conditional contraband goods, rumors that cotton might be
declared contraband gained credibility.189 Concurrently, the British government was coming under
renewed pressure from a small, yet vocal, campaign headed by Nobel prize winning chemist
William Ramsey that cotton should be made contraband. Writing to the London Times, Ramsey
argued that “If copper lies under an embargo, cotton a fortiori should be prohibited. To place it on
the list of contraband of war is a necessity, unless the whole theory of contraband is given up.”190
Other British newspapers concurred with Ramsey, leading the Washington Post to warn that
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“There is every indication that this pressure will increase, and if the government resists it will only
be in the face of the opposition of the highest military authorities and out of an extreme desire to
demonstrate that England is ready to waive every point save national preservation in favor of the
United States.”191 The issue even reached parliament for the first time, with Sir John D. Rees, a
unionist MP in the House of Commons calling for cotton to be declared contraband.192
Rumblings from overseas regarding a change to British contraband policy couldn’t help
but rattle American cotton markets, causing the price of cotton to drop violently. There was a sharp
break in markets on February 3rd, the day of Rees’ appearance in parliament. This drop was
“surprising in view of bullish spot news from the South” according to the New York Times. “The
selling appeared to be based on the belief that cotton might be put on the contraband list by the
Allies.”193 The market rose the following day, however, due to “London advices tending to relieve
apprehensions that cotton might yet be placed on the list of contraband.”194 As the Wall Street
Journal explained, “The rumor that Great Britain would shortly make cotton contraband, which
had such an effect in the local market Wednesday, was definitely laid at rest by the British Under
Secretary of State in parliament in reply to a question on the subject.”195
Moves by the German government to restrict wartime trade also negatively affected the
American cotton industry. For instance, Germany’s declaration of a “war zone” around the British
Isles in early February led to a drop in cotton, since it “might interfere with shipping,” the
Baltimore Sun advised, further relaying that “messages were received from New Orleans and
Memphis that some shippers were already uneasy and were endeavoring to relet ocean freight
room” as a result of the declaration.196 “Of course, Germany's declaration” also meant “the increase
of freight and insurance rates,” The AWCR reminded readers.197
Germany’s declaration of a war zone not only had a direct effect on the cotton market, in
so far as it raised the risk of cotton shipments being stopped or destroyed, it also increased the
chance that Britain would retaliate by declaring additional goods contraband.198 On February 12th
the New York Times noted that “Fear of international developments which might affect cotton
unfavorably caused a moderate decline in the market yesterday.” In particular, “Premier Asquith’s
announcement in the House of Commons that the British Government was about to take more
stringent measures against German trade and doubt as to what these measures might be brought
about much local liquidation and caused a decline of from six to nine points from the closing on
Wednesday.”199 Many local traders were “not inclined to believe that England will ever put cotton
on the list of contraband,” but nevertheless “there were comparatively few buyers around the ring
in the late trading.”200
The British government’s response to the German declaration was swift and harsh,
amounting to a de facto blockade of all German ports. “Should the new order prove as expansive
as has been rumored,” the New York Tribune reported, “it would mean that all articles of
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commerce, with the possible exception of cotton (in deference to America) would be treated just
as absolute contraband is now treated.”201 Even as the New York cotton market increased slightly,
“The recent flutter over contraband and blockade has aroused considerable curiosity about exports
to Continental countries thus far this season” the New York Times advised on February 16th.202 A
few days later, on the 19th, however, ”the rumor that the British Admiralty had declared against
further shipments of cotton to the continent, the market declined” again, according to the AWCR.203
“The rumor came at half past two, and so any further decline did not take place that day because
of the short time between its announcement and the closing of the exchange for the day. This report
has been circulated a number of times and while it has never been founded on fact, it is felt that it
is not improbable for England to declare cotton contraband. If this should take place, of course
cotton would go down.”204
By late February, however, the American cotton industry’s faith that exports would
continue to recover towards normal levels amidst the ongoing conflict was decisively shattered by
two events. First, on February 21 a U.S.-flagged steamer carrying cotton, the Evelyn, was sunk en
route to Germany after hitting a mine. It was the first ship to be covered by the newly formed War
Risk Insurance Board. Second, the day following the Evelyn’s sinking, the British government
again raised the possibility of preventing cotton exports to Germany, and potentially declaring raw
cotton contraband. Harold J. Tennant, the British undersecretary of war, stated in the house of
commons that the initial decision to keep raw cotton as a free good had been made when the British
government believed that Germany had already stockpiled sufficient cotton to fulfil their wartime
requirements. As a result of changing intelligence, Tennant warned, “this attitude may be revised
from time to time.”205
These events trigged widespread concern amongst the American cotton production
industry. The British blockade, “if enforced, would put an end to the shipment of cotton, and would
impose a hardship upon Southern cotton owners, who have been receiving war prices for cotton
delivered to Germany and Austria” the Washington Post noted.206 Tennant’s statement was “the
prime factor in a weak cotton market,” according to the Wall Street Journal, as “Traders realized
that if the staple was placed on the contraband list, a severe blow would be dealt to the export of
cotton. Exports recently have been a stimulating factor to the cotton market and undoubtedly had
quite a lot to do with the advance in prices, consequently the Under Secretary’s remarks were taken
seriously and caused a severe break in all positions.”207 The New York Tribune reported that “There
was a very sharp break in the cotton market” based on blockade fears “and sentiment seemed to
be much disturbed over the possibility of an interference in the export movement.”208 As well,
“Fears were expressed that cotton might be declared contraband, or that the war zone developments
might result in increased risks of transportation as would seriously curtail foreign demand.”209 The
blockade news triggered a spate of selling on the New York Stock Exchange as well as in
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commodity markets, with southern railroad stocks particularly affected due to their connection
with the cotton trade.210
At this point raw cotton had yet to be formally declared contraband, but the cotton
production industry believed that this next blow would fall any day as part of a broader British
retaliation against Germany. According to the Chicago Daily Tribune “The belief seems to be
general that cotton will become absolute contraband.”211 The price of exporting raw cotton
skyrocketed as a result, with the Federal government raising insurance rates from 3 to 5 per cent.212
Both the New York and New Orleans cotton exchanges were riddled with rumors about raw cotton
being on the verge of being declared contraband, with each wave of gossip triggering a sell-off.
“Apprehensions that cotton might be made contraband seemed to be largely responsible for the
selling movement” in New York on February 27th the Atlanta Constitution reported, while in New
Orleans “Fear that England was about to add cotton to the contraband list caused much selling the
future market and a small decline.”213 The New York Times was even more dour in its outlook,
noting that “Considering the fact that the proposal for the establishment of a blockade or a
declaration of contraband has reached its most acute stage, with the possibility of some decisive
step by the Allies at any moment, the cotton market yesterday showed a very steady undertone.”214
These fears continued into March, as exporters “awaited with some anxiety…the
announcement of Great Britain’s retaliatory policy.”215 The Atlanta Constitution reported that
“The dominating influence” in the New Orleans cotton market in the first week of March “will be
the shipping situation. At the end of last week reports were circulated showing that a large element
in the market fully expected England to declare cotton contraband early this week. Such a
declaration probably would cause a material fall in prices.”216 In New York City, “The talk around
the ring indicates considerable anxiety in regard to the possibility of cotton being declared
contraband next week,” according to the Wall Street Journal, “and fear of such action on the part
of the Allies undoubtedly checked trading and caused a little liquidation on the part of the
South.”217 Conflicting rumors from overseas about cotton’s status could easily cause the market to
see-saw wildly over the course of a single trading session. On March 1st, for instance, in the early
afternoon “it was reported that nothing would be done to restrict cotton exports to Germany” and
based on this information the New Orleans market “spurted to the highest levels of the day, 4 to 6
points over Saturday’s final figures.”218 Quickly, however, “another report was circulated stating
that the allies would put all commodities on the contraband list. This sent prices to the lowest levels
of the day, where they were at a net loss of 5 to 9 points.”219
Cotton markets plunged further when the British government finally made their retaliatory
policy to the war zone declaration public. Prime Minister Asquith, in a widely reported speech
before parliament on March 1st, declared that the British and French navies, working in concert,
would seize all ships carrying goods en route to Germany, while “goods of suspicious destination
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through neutral territory” would be “subjected to a trial before a prize court to determine their
neutral destination beyond peradventure.”220 As the Wall Street Journal reported, initial news of
this speech didn’t cause much alarm in the cotton production industry since the declaration also
mentioned the severing of financial ties with Germany. As a result, “When the first part of his
statement was made public, which referred to finances, ring traders bought cotton in the belief that
nothing in regard to contraband would be made public,” therefore when the seizure of all goods
heading to Germany was announced, “the market was in a vulnerable position and broke sharply
from 12 to 14 points.”221
There remained one sliver of hope for the American cotton production industry. Asquith’s
policy statement still needed to be enumerated through a formal “Order in Council.” As the New
York Tribune advised its readers, the order in council would “be more explicit in its terms than the
original declaration. It will answer many of the multitude of inquiries which have been made
concerning the precise intentions of the Allies with regard to neutral commerce.”222 Cotton traders
furthermore hoped that an explicit exception for cotton shipments would be carved out. “What will
happen to cotton is here considered a matter of the greatest American interest,” the Tribune wrote,
and “It is understood that a few days ago it had been decided by the Cabinet that no more cotton
shipments to Germany ports should pass, yet in one authoritative quarter to-day it was stated,
concerning the proposed reprisals, that ‘as far as neutrals are concerned the details are open to
consideration.’”223 There was “Considerable hope” in Chicago that “that the final form of the
orders in council on the Anglo-French reprisal policy will not be as stringent towards the United
States as at first seemed probable.”224
The cotton market drifted in limbo as traders waited for the formal order in council. “A
featureless market has prevailed for the week,” The AWCR noted, “with very little gain or loss.
Waiting for definite contraband news from England retarded business considerably. In some
quarters it is felt that cotton will easily decline 50 points on a declaration of contraband, while the
opinion is expressed by others that the effect has already been discounted to a certain extent on
account of declines and the many previous rumors in regard to shipments to the continent.”225
Looking for clarity, and with Congress adjourned, the cotton production industry turned to
the Wilson administration to pressure the British government. Luckily, the administration was
willing to listen. In response to the latest British move, “American cotton interests are seeking to
have cotton already bound for Europe or already contracted for delivery exempted from the
practical blockade, of which France and Great Britain have given notice,” the Baltimore Sun
reported. “Without admitting the right of the belligerents to detain cotton, a non-contraband article,
the State Department is taking up that phase of the case, and with the sympathetic assistance of the
British Ambassador, Sir Cecil Spring-Rice, is negotiating with the London Foreign Office with
the view of having existing contracts recognized with permission for execution.”226 Rumors in
early March that an agreement had been reached whereby the allies would “give up their
determination to regard cotton as contraband of war” caused a rise in the market. As the Atlanta
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Constitution noted, “Any such official announcement, would, of course, be followed by a stronger
market as it would point to an uninterrupted export movement.”227
The new official British policy on exports to Germany, when it was formally announced
on March 8th, ended up as a mixed blessing for the cotton production industry. All cargo shipments
that were heading directly to enemy ports would be seized, but there would be far fewer restrictions
on goods heading to neutral ports, even if those goods might later be re-exported to Germany or
Austria-Hungary. Moreover, the owners of seized cotton could seek out compensation through the
British “prize court” system designed to adjudicate questions of wartime ownership of goods and
their disposal.228 There would be a temporary grace period, through the end of the month, however,
whereby goods already consigned to enemy ports, or in transit, would be exempt from the new
rules.229 This was only a temporary arrangement, the British embassy announced, but it was
conceived “in response to appeals of American shippers anxious over the status of their cotton on
dock awaiting shipment or actually at sea bound for Europe.”230 This news had a “stimulating
effect on the market” according to the AWCR since “It is felt that Europe wants cotton very much.
If the cotton destined for Germany is taken by any of the allied powers, they will buy it and pay
for it. This thought has caused a better feeling all around.”231
The short-term reprieve on direct shipments to Germany had come about partly as a result
of pressure from Hoke Smith and members of the cotton production industry on the British
ambassador. Indeed, the announcement of British policy “was made after there had been a
conference at the state department at which the British ambassador, Senator Hoke Smith, of
Georgia, and representatives of southern cotton interests were present,” according to the Atlanta
Constitution.232 To be fair, the industry representatives remained “somewhat in doubt as to just
what concession they had secured in answer to their appeal, but went away satisfied that the cotton
they had afloat, or under contract to ship this month, at least, would be safe. Furthermore, they
gathered the British opinion that satisfactory arrangements would be made for a continuance
indefinitely without undue interference of the cotton trade with the neutral countries of Europe.”233
Still, they cheered the temporary measures as a short-term boost to the price of cotton. James S.
Akers, for instance, believed “That the cotton market will be stimulated and that the price ought
to go up” following the policy announcement.234
The British government, however, would only go so far in adjusting their policies to the
cotton production industry’s whims. In mid-March, for instance, they added cotton seed to the list
of contraband goods, befuddling observers at the State Department. “Officials frankly confess their
inability to understand the underlying principles of the British action,” the Atlanta Constitution
reported, “which is expected to result in further serious embarrassment to American trade.”235 The
British move was all the more distressing since it came “on top of the difficulties placed in the way
of the free export of cotton from the United States,” and was furthermore “looked on as particularly
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irritating because assurances had been received early in the war from Great Britain that cotton seed
oil and its products would not be declared contraband.”236 Uncertainty over the true motivation
behind British policy and “the difficulties attending export” had a “deterrent effect on aggressive
bull speculation” in the cotton market according to the New York Tribune.237
Perhaps unsurprisingly, Hoke Smith was one of the angriest people in Washington, D.C.
over the change in British policy. Despite the British government’s previous willingness to delay
the implementation of their new order in council, Smith now raged that the new policy was “highhanded and utterly intolerable” even with the delay.238 Arthur Sears Henning, a correspondent for
the Chicago Tribune similarly criticized the impending “absolute blockade” about to go into effect
around Germany.239
The Wilson administration, in turn, was left in the unpleasant position of trying to
determine an official response to the new British policy amidst growing domestic anger. In a long
meeting on March 19th, the cabinet gathered and “discussed at great length the practical operation
of the British Order in Council on American overseas commerce, along with its probable effects
on the revenues of the United States by reason of the elimination of all trade with Germany.”240 It
also “discussed broadly the form of the representations in which the United States will urge on the
Allies’ modification of their intention to enforce what is accepted in all quarters as tantamount to
a blockade of their principal enemy in so far as it affects legitimate commerce between neutrals.”241
The consensus was to adopt two lines of attack. First, to narrowly assert that since no formal, legal
blockade had been declared, trade with neutral countries needed to be allowed. Second, the cabinet
decided “a more tenuous argument will present the contention that non-contraband cargoes, even
when enemy-bound, cannot be legally detained. This includes American shipments of cotton for
Germany.”242
Needless to say, this approach held little chance of success in the face of overwhelming
British naval power in the Atlantic, and the unwillingness of the Wilson government to seriously
risk further escalation over the issue. There was little, practically speaking, that Wilson and his
administration could do to challenge British wartime trade policies without resorting to explicit
economic coercion through sanctions, or more bellicose military moves. Hoke Smith and the
cotton production industry were similarly bereft of concrete actions to take. Smith, for instance,
leaned into the Wilson administration’s narrow international legal distinction between Britain’s de
facto versus de jure blockade. He noted in a statement that “Under the Declaration of London
contraband goods are in no way liable to seizure by a belligerent, except where they are being
transported to a blockaded port.”243 The British order in council, therefore, couldn’t stand under
international law since it “directs the enforcement of a blockade against neutral commerce to
German ports without complying with the recognized rules of blockade” and “interferes with the
commerce of neutrals at neutral ports even though that commerce consists of conditional
contraband, or non-contraband goods.”244 Although the American government delivered a formal
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note of protest regarding the policy on March 30th, both sides’ recognition that the U.S. government
lacked the power or resolve to force a change to British policy meant that there was little hope
Britain would substantially adjust it.245
By mid-April the new British interdiction policy was proving increasingly unpleasant to
the American cotton production industry. The British navy was now seizing a growing number of
ships carrying cotton to Germany, the first being the Navajo on April 12th.246 Somewhat curiously,
however, the British government refrained from formally adding cotton to the list of contraband
goods. When questioned about it in the House of Commons on April 14th, Neil Primrose,
undersecretary of foreign affairs, noted that “after careful consideration it had been found that the
military advantages to be gained by declaring cotton contraband were insufficient to render such
a stop expedient.”247 This still meant, though, that American cotton shipments to Germany would
be seized, although the owners might be compensated by the British government purchasing the
cotton for domestic use. Although Primrose’s announcement “aroused much discussion” at the
New Orleans Cotton Exchange, it was “not regarded as a bullish feature of any importance” by
traders.248 The belief that cotton exports heading to neutral countries might remain reasonably
uninterrupted may have inspired some buying in New York, “but the most general view of the
local trade was that this was merely a reiteration of England’s attitude since war’s beginning”
according to the Atlanta Constitution.249
Over the coming weeks the new British policy had its intended effect on the inflow of
cotton to Germany and Austria-Hungary, with the small amount of cotton being exported to those
countries fully cut off. In this respect, as British Attorney General John Simon, noted, officially
declaring cotton contraband was in many respects unnecessary. “As a practical matter in the
present war,” he noted, “any stoppage of cotton secured by calling it contraband is equally secured
by the order in council.”250
Even as the state department worked with cotton producers to find a work-around whereby
they could export their cotton safely to Switzerland, from which it could easily pass into Germany
or Austria uninhibited, new threats to the American cotton trade grew.251 First, there was the threat
of German legal retaliation against the de facto British blockade, to include policies meant to
interdict contraband goods headed to the Allies. Second, on May 2nd the first major American ship,
the Gulflight, was torpedoed and sunk by a German U-boat. Although the Gulflight was carrying
oil, a contraband good, the sinking nevertheless rattled the cotton production industry, which had
already seen the loss of cotton cargoes to mines like in the case of the Evelyn in February.252 Other,
perhaps less serious, wartime rumors also spooked the industry in early May, including unfounded
reports of an imminent conflict between China and Japan, both heavy buyers of U.S. cotton and
cotton goods.253
Hoke Smith chose this heated political moment to step back into the legislative spotlight
and demand that President Wilson call a special session of Congress to assist the cotton production
industry. In particular, Smith called for an embargo on American shipments of arms, ammunition
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and foodstuffs to all European belligerents until Britain allows the free shipment of cotton and
other non-contraband goods. Smith noted he “realize[d] plainly….that an embargo such as I
propose would be an unneutral act…But I also realize that Great Britain’s actions have been
unneutral. She has held up shipments of cotton and other non-contraband shipments to neutral
countries from the United States without the slightest justification under international law. The
United States has protested against this, calling it an unjustified course. England herself has never
held cotton to be contraband, but she has not modified her course.”254 His call to action was quickly
lost, however, amidst the diplomatic flurry caused by the sensational sinking of the steamer
Lusitania on May 7th.255
By mid-May, then, concerns about rising tensions between the United States and Germany
impacted cotton markets as much, if not more, than fears regarding British policy. On May 12th a
spate of selling on the New York Exchange was “probably inspired by the belief that the
communication of the Washington Administration to Germany” regarding the sinking of the
Lusitania “might be less pacific in character than had been expected,” the New York Times noted.
“There was a disposition to believe that the President’s note would be fully in keeping with the
firmness demanded by the American people, and it was realized that this might lead to renewed
selling.”256 The Times believed that “On account of the fact that the Lusitania incident has
developed renewed bitterness, the cotton trade is prepared for almost anything, even the
declaration of contraband on cotton shipments which might by any possibility reach Germany.”257
The British government, recognizing that the seriousness of the Lusitania’s sinking gave
them an opening to defuse commercial and political tensions with the United States, issued an
explanatory note on May 20th through the Foreign Office “In an effort to correct what the
government believes to be a misunderstanding of Great Britain’s attitude toward American ships
and American cargoes in other neutral bottoms detained under the order in council.”258 The British
government reiterated that they had officially bought all cotton seized under the order in council,
although some payments were waiting for proof of the contract price and ownership. They further
charged that the United States in some respects seemed to be acquiescing with the order in council
through their support of cotton shipments to Switzerland and other neutral states. The State
Department batted away this attempt at reconciliation, however, replying that any U.S. assistance
to cotton exporters had been unofficial and that nothing the United States had been done should
be interpreted as U.S. acceptance of the British Order in Council.259
The State Department was correct, up to a point, in so far as Hoke Smith, not the
department, was the central node of assistance to the cotton production industry. The indefatigable
Smith, never one to sugarcoat his view of the British, responded to the charge of inappropriate
interference by asserting that any assistance he provided was justified given that cotton growers
had lost millions due to the British policy and “no one has been named in this country to hear their
claims. No intelligent procedure has been presented by which their claims may be adjusted. No
definite provision has been made for settlements. It is a matter which passes beyond the power of
the individual to protect himself. It is a case in which our government must act to right the wrongs
254
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of her citizens.”260 Bolstering Smith’s claim, the Washington Post reported a new estimate that the
U.S. cotton production industry had lost over $60 million due to British interference since the
policy change.261 Not mincing words, the Post accused England of a “war on American
commerce,” and the cotton production industry in particular.262
As spring turned to summer, two key events shook up the struggle over the free movement
of raw cotton. First, Italy joined the war on the Allies’ side, cutting off a key route whereby raw
cotton had been able to reach the Central Powers.263 Second, Secretary of State Williams Jennings
Bryan resigned, replacing a key government figure who had tried to tamp down further U.S.
entanglement in the war with Robert Lansing, a far more strident advocate of the United States’
neutral rights. As Lansing settled into his new role he faced a new wave of calls for the British
government to declare cotton contraband in the British press. In mid-June, for instance, the London
Daily Mail demanded the government officially declare cotton contraband since cotton was
“indispensable food for the German guns.”264 The Wall Street Journal reported that “Agitation by
the Northcliffe section of the British press to place cotton on the absolute contraband list has been
bothering the trade and has undoubtedly produced some selling from Liverpool sources.”265 The
New York Times noted more sympathetically, however, that “Those among the English public
opinion moulders, who are urging Great Britain to declare cotton contraband of war are assuring
the British public that Lancashire is ready to take all that is left of the American cotton crop at a
fair price.”266
In the face of this domestic pressure, however, the British government seemed initially
poised to stand firm due to fears over unnecessarily angering the American cotton production
industry. Indeed, the New York Tribune reported that these concerns had been a prime driver of
British contraband policy from the war’s very beginning. “It has become known that early in the
war the British government contemplated declaring cotton absolute contraband, because it was the
basis of smokeless power and gun cotton,” the Tribune wrote in mid-June.267 Still, “On urgent
representations by the United States that such a declaration would paralyze an American export
trade in this staple worth about $800,000,000 Great Britain withheld the threatened action.”268 The
Wall Street Journal agreed that “it seems reasonable to believe that Premier Asquith and his
associates would hesitate to take a stand which would offend America and cause a severe setback
to the business of the South” by formally declaring cotton contraband.269 Moreover, the British
government was also facing increasing pressure from other stakeholders regarding their de facto
blockade, with Denmark, Norway, and Sweden all formally criticizing the policy through
diplomatic notes.270 The British government’s response, however, was solely to clarify their
existing policy, not loosen it, which unsurprisingly failed to reassure neutral governments.271
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By late June the cotton production industry’s patience had nearly dried up. With a new
crop of cotton on the verge of being harvested, and no surge in demand from either domestic or
British cotton manufacturers to take the remainder of the 1914 crop off their hands, they
increasingly demanded compensatory policy changes. “Notwithstanding England’s
representations in her latest note to this government that the cotton growers of the south have no
right to complain of the treatment she is according cotton cargoes,” the Atlanta Constitution wrote,
“a very serious situation is being created for this section, in fact, for the entire country, through the
embargo which England has laid against cotton shipments to Germany and Austria.”272 In
particular, the Constitution noted that “A great deal of harm has already been done through
depreciation in price caused by the arbitrary closing of one of the world’s foremost markets” in
Germany, and “If the present conditions are continued into the fall, when the new crop comes on,
we shall be confronted by just such another cotton crisis as was brought on by the outbreak of the
European war.”273
Beyond just words, the cotton production industry pressed their case with growing
insistence in Washington, D.C. “Advices received in Washington are to the effect that southern
businessmen and bankers are greatly wrought up over the suspension in the cotton export trade
that has been brought about by Great Britain’s blockade of neutral commerce” the Los Angeles
Times reported.274 Specifically, “It has been represented to the administration that feeling is
running high in the South against Great Britain because of the embarrassment that has been visited
on the cotton export trade as a result of the British blockade. The feeling on the subject is said to
be particularly bitter in view of the certainty that a continuance of the blockade threatens hard
times in the South, where a taste of prosperity was experienced just before the British policy
became effective on March 1.”275
Having had to resort to emergency financing measures in order to harvest the 1914 cotton
crop, bankers and businessmen were also becoming increasingly worried over whether such
measures were repeatable. Speaking to the South Carolina State Bankers’ Association in late June,
William P. G. Harding, a member of the Federal Reserve Board, advised that “There is the
possibility that the South will confront a crisis in the cotton situation again this year. If England
shuts off exports by putting cotton on the contraband list, if a big crop is made this year, with a
surplus left over from last year, and if it should transpire that there are inadequate transportation
facilities, the crisis will be here.”276 Although the Board was far more seasoned than it had been
during the previous crisis, there were no guarantees that they would step in again. “Neither the
south nor the nation can afford another cotton crisis like that of last fall,” the Atlanta Constitution
warned, “The north, the east and the west all felt the force of the blow that fell upon the south with
the outbreak of the European war. No great section of the country can suffer as the south did then
without the effect of it vitally penetrating every other section.”277 As the Washington Post
reminded readers, “One year ago the planters of the South suffered heavily by reason largely of
belligerent orders as against their great staple, cotton, and there was no relief for them from low
prices until British spinners, British speculators and the British interests generally secured large
quantities of cotton at ruinous prices to the producers.”278 Other observers, however, took a more
272

“The Cotton Embargo,” Atlanta Constitution (June 26, 1915): 6.
“The Cotton Embargo,” Atlanta Constitution (June 26, 1915): 6.
274
“Hands Off to Britain,” Los Angeles Times (June 26, 1915): 11.
275
“Hands Off to Britain,” Los Angeles Times (June 26, 1915): 11.
276
“Cotton Crop Financing,” Wall Street Journal (June 26, 1915): 3.
277
“Settle the Cotton Problem,” Atlanta Constitution (July 7, 1915): 6.
278
“Our Commerce with Neutral Nations Must Be Free from Seizure,” Washington Post (July 12, 1915): 6.
273

41

Last Updated: July 12, 2021
optimistic view. The New York Times believed that “fortunately, this year, with the knowledge
gained from last Fall’s experience, there is not likely to be a repetition of the senseless panic which
took hold of so many then and prompted the suggestion of all kinds of fantastic and impracticable
devices, of which the ‘buy-a-bale’ scheme was the most idiotic.”279
Attacks in the British press on the government’s contraband policy, in particular their
refusal to declare cotton contraband, continued into July. “The British government is being
subjected to continuous and increasing pressure to declare cotton absolute contraband” the
Chicago Tribune noted.280 “Several newspapers editorially and in their correspondence columns
contain strong attacks on the government for its failure to cut off the commodity from Germany
without which, they declare on the authority of eminent scientists, it would be impossible for her
to manufacture explosives.”281 Cotton traders struggled to parse all the shifting dynamics of public
and political opinion in both Britain and the United States. The New York Times described their
calculus as follows: “a modification of the British blockade would change the supply and demand
situation substantially,” and “It is not at all unlikely that Great Britain’s policy may be still further
relaxed. The South shows no disposition to abandon the pressure on the Administration to induce
England to accord more liberal treatment for its cotton exports.”282
The cotton production industry maintained a consistent, albeit somewhat inconclusive
pressure on the Wilson administration through Hoke Smith and other Southern legislators. “The
representation of the South in the Senate and House is threatening Great Britain with an embargo
on munitions of war if it continues the policy of seizing cotton” the Los Angeles Times reported,
although they also warned that “If such an embargo should be imposed, undoubtedly Great Britain
would resent it in emphatic fashion.”283 Still, the Times believed that continued pressure could
eventually make a difference. “The one bright feature of the situation” as they saw it, was “that
Great Britain does not want difficulties to arise in its relations with this country. Practically all the
cotton which has been seized up to the present time has been purchased by the British government.
The London authorities are disposed to pursue this policy. It is understood that it is prepared to
buy all the cotton the South may produce for export.”284
Calls in parliament and in the British press for cotton to be declared contraband also
persisted, resulting in a consistent downward pressure on cotton prices.285 A dip in prices on July
13th, for instance was due to both news of a larger than expected crop as well as due to the “good
deal of agitation in Great Britain to place cotton on the list of absolute contraband.”286 The Wall
Street Journal explained that “While it is not believed that cotton will be placed on the contraband
list it is expected that neutral countries will be unable to get more than a normal supply,” limiting
prices.287
The Journal, and other observers, were optimistic that cotton would remain noncontraband since Great Britain feared “offending the great neutral of the West, and at the same
time playing into the hands of her enemies. Germany recognizes that cotton is the weak spot in the
279

“The Merchant’s Point of View,” New York Times (July 4, 1915): 7.
“Britain Urged to Prevent Cotton Entering Germany,” Chicago Tribune (July 3, 1915): 3.
281
“Britain Urged to Prevent Cotton Entering Germany,” Chicago Tribune (July 3, 1915): 3.
282
“Cotton is Steady as Market Closes,” New York Times (July 3, 1915): 13.
283
“South Favors Arms Embargo,” Los Angeles Times (July 11, 1915): 12.
284
“South Favors Arms Embargo,” Los Angeles Times (July 11, 1915): 12.
285
“Want Cotton Made Contraband,” Los Angeles Times (July 13, 1915): 13.; “Still Urge Declaration,” New York
Times (July 14, 1915): 3.
286
“Cotton Shows Gain After Low Opening,” New York Times (July 14, 1915): 14.
287
“Cotton,” Wall Street Journal (July 14, 1915): 3.
280

42

Last Updated: July 12, 2021
friendly relations between [the] United States and the Allies.”288 British politicians, such as the
Marquis of Crewe, lord president of the council and a liberal leader in house of lords, gave voice
to these fears about further angering American cotton producers. Crewe noted that “In the United
States…the placing of cotton on the contraband list would cause no small amount of alarm, and
the government is convinced that so far as the entrance of cotton into Germany is concerned we
should gain no benefit. At present we stand better in instructed public opinion in the United States
than our enemies, and, therefore, unless it is clear that a change of this kind is absolutely necessary,
the government is averse to taking action which would be regarded by a particular interest in the
southern states of America as being unfriendly.”289 Given these sorts of government statements,
the New York Tribune advised that “The [British] government is keenly watching the whole cotton
situation. It is fully realized that a stoppage of trade will bear hard on Southern growers.”290
Similarly, the New York Times believed that although “The agitation in favor of making cotton
contraband of war is being kept up in England…the British Government is evidently opposed to
any move of this character, and for this reason this sort of talk is having no effect on cotton
prices.”291
If the British government was willing to hold off on declaring raw cotton contraband in
order to avoid angering the American cotton production industry, the British press had few such
concerns. As a result, a growing number of British newspapers joined the chorus calling for the
raw cotton to be made contraband throughout the summer.292 French newspapers, which alongside
the French government had been content to let the British take the lead on wartime trade policy,
similarly began agitating for cotton to be declared contraband.293
The cotton production industry launched new legislative fronts in response to this overseas
agitation. In late July Senator Bankhead (D-AL) and Congressman Tribble (D-GA) separately met
with President Wilson in order to “complain concerning the plight of the American cotton growers
and exporters that has resulted from the refusal of the British Government to permit American
cotton, a noncontraband article, to reach Germany and Austria.”294 Senator Bankhead in particular
hammered home the economic peril facing the cotton production industry in his meeting, laying
“before the President figures to show that unless early relief is obtained the people of the South
will be in desperate straits with respect to the marketing of the new cotton crop.”295
Simultaneously, the industry also debated new attempts at coordinated bargaining, floating a plan
to work together and negotiate collectively with the British government on an equitable
distribution of cotton exports between various countries.296
Across the Atlantic, a new two-pronged policy was being increasingly debated, whereby
the British government would officially declare cotton contraband, as long demanded by
Lancashire cotton manufacturers and various news outlets, while American cotton producers
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would be compensated through direct purchases of raw cotton.297 As Sir Robert Finlay, a British
lawyer, highlighted in prize court proceedings, these purchases must “be additional to and not
instead of orders placed in southern states by our private manufacturers. It must be an offer by the
British government to the American planters, and have nothing to do with the current flow of
normal trade.”298
Understandably, the American cotton production industry was excited by the potential for
bulk cotton purchases. “The British parliamentary discussion in regard to the cotton situation is
regarded with considerable interest in the trade,” the Wall Street Journal reported, “as it is believed
to be a fight between the Cabinet and Lord Northcliffe. The tremendous power wielded by the
owner of the London Times and the Daily Mail in British politics is recognized, and in his fight to
place cotton on the contraband list he has the additional help of a number of prominent public men
and scientists, to say nothing of a number of leading British newspapers other than his own.”299
Importantly, though, “the leaders of the Cabinet have plainly shown themselves averse to placing
the staple on the contraband list and it is not believed that this will be done unless some plan is
formulated by which part of the surplus cotton of the South can be taken care of and for that reason
the plan of Sir Robert Finlay, which contemplates purchase of the amount of cotton the European
central empires would ordinarily take from the South is regarded with interest.”300 Nevertheless,
the Journal cautioned that increased British government purchases would only go so far towards
resolving the underlying issue of decreased international trade and wartime disruptions. While the
proposed policy “would take a lot of cotton out of the hands of those now holding it, it would not
permanently improve the situation should the war be prolonged.”301
As with any change in wartime trade policy, some members of the cotton production
industry remained wary. The New York Tribune noted that a London-based representative of a
cotton-shipping firm believed that “the present procedure” allowing cotton to flow normally
through neutrals “is much preferable to the more regular action of declaring cotton contraband, as
the shipper is now certain of ultimate payment by the British government, while should the cargoes
be condemned as contraband the money realized from their sale would go into the coffers of the
British navy’s prize fund.”302 A New York cotton firm noted that large-scale governmental
purchases would be “an unprecedented undertaking and strikes us as utopian and altruistic.”303
Still, the firm recognized that these were “unprecedented times and although we do not expect
England to enter upon such an undertaking it is well enough to consider what might happen if it
should be attempted.”304 The industry was therefore calmed by continued assurances from the
British government that cotton wasn’t going to be imminently declared contraband. On July 26th,
for instance, Robert Cecil, parliamentary Under Secretary for Foreign Affairs batted down rumors
about a change in contraband policy by reminding critics that “so far as cotton reaching Germany
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is concerned…it will make no difference whether it is declared contraband or not” given existing
policy.305
Indeed, if anything, some in the cotton production industry anticipated that the British
government might soon loosen their policy rather than tighten it. The Wall Street Journal noted
on July 27th, for instance, that “While traders do not regard the situation as serious, they expect
some modus operandi to be arranged whereby cotton can go to neutrals more freely than England
suggests it will permit.”306 Still, the industry also realized “that great pressure is being brought to
bear on the British government to place the staple on the contraband list, and some fear that if this
continues it will only be a matter of time when cotton will be placed on the contraband list.”307
The British government was also wary, however, of how pressure from American cotton
producers on the Wilson administration might reverberate across the Atlantic should they declare
cotton contraband. The London Spectator, for instance, advised that: “The pressure…which the
enormous cotton industry of the Democratic South can bring to bear on a Democratic President is
indeed the crux of the situation. It may be the British Government will find that a scheme which it
is said to be considering, of compensating American cotton growers by buying a portion of their
crop over and above the British normal purchases, is feasible. If this were thought possible and
right it would, we need hardly say, be an enormous satisfaction to Englishmen to feel that the
scruples of the American government for a precedent and the grievances of the Southern cotton
planters had been satisfied.”308
Importantly, British government officials at the time were well aware of these competing
pressures. Writing to the Foreign Secretary, Sir Edward Grey, on July 21st, the British ambassador
to the United States, Sir Cecil Spring-Rice, noted that British contraband policy was “wise as long
as we do not give up any vital point to do all we can to conciliate the various interests which are
arrayed against us.”309 Crucially, “The most important of these [interests] is cotton.”310 Similarly,
in an August 6th letter to Grey, Walter Runciman, the head of the Board of Trade, recommended
adopting a course of action regarding raw cotton that would ensure both “Lancashire cooperation
and effect the material benefits for the Cotton States which is now essential.”311
In the United States, the cotton production industry was working with British governmental
representatives to try and make cotton exports to neutral countries easier. “Cotton shippers from
all parts of the South have been working for some time with officials of the British Embassy in an
attempt to devise a scheme whereby cotton shipments to neutral countries in Europe can be
permitted to reach their destination without impairing the effectiveness of the British blockade of
Germany,” the New York Tribune noted in late July, and “It was learned to-day that a settlement
of the problem will probably be reached within a short time. Of the scores of plans submitted two
or three have engaged the serious attention of embassy officials.”312
This effort paid a clear dividend a few days later when the British government firmly
rejected the latest American protests over their de facto blockade, with the exception of raw
cotton’s status, which they intended to assess further. “The foreign office explains that all phases
of the controversy except with regard to cotton are covered in the British notes,” sent previously,
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the Atlanta Constitution reported, but “that when a decision is arrived at on the cotton situation a
new note probably will be sent.”313 The Constitution further noted that “No question is giving the
British government more vexation than cotton. The government already has indicated that its
decision not to treat the staple as contraband is not irrevocable, but it is not yet convinced that the
alternative might not cause more trouble and friction than the present system of detaining cotton
suspected of being destined for an enemy country.”314
It remained far from clear, though, that any adjustments to cotton’s wartime status would
ultimately benefit the American cotton production industry. In the days following the British
government’s latest note, for instance, the city council of Manchester, the heart of the British cotton
manufacturing industry, met and “adopted a resolution demanding that the British government
declare cotton contraband.”315 As a key consumer of American cotton, Manchester-based
companies would clearly benefit from the inevitable decrease in price for raw cotton if it was
declared contraband. Indeed, on August 5th, the day after reports of the Manchester meeting,
“predictions that cotton would be declared contraband” meant that cotton “prices sagged off to
about or a shade under last night’s closing figures” in New York City, according to the Atlanta
Constitution.316 Similarly, in New Orleans, “Rumors that cotton had been declared contraband of
war caused some selling and a recission, but real weakness did not develop.”317 A cotton exporter
in New York told the New York Tribune that “the export situation was extremely serious, and he
feared cotton would be declared contraband.”318
Prices declined further on August 6th, with the Atlanta Constitution noting that demand for
cotton “became somewhat less active and the selling more general, owing to private reports that it
was raining hard at Waco, Texas, and renewed rumors that England intended to place cotton on
the list of contraband. These rumors were not confirmed, and private cables from Liverpool said
there was nothing more than some vague talk of such a possibility in the market there, but they
helped to unsettle the market.”319 A similar drop in price occurred in New Orleans, where “private
reports of rains in Texas and the rumor that England had put cotton on the contraband list caused
a quick slump to the lowers levels of the day.”320 The New York Times voiced more concrete
rumors, noting that “One of the unsettling influences in the middle of the session was a rumor to
the effect that a note had been received at the State Department from Great Britain placing cotton
on the contraband list. Advices from Washington, however, failed to throw any light upon this
report. Whether the denial was one of fact, or merely a diplomatic evasion, it was impossible to
determine.”321 Overall, the Times reported, “Market sentiment generally is rather bearish, as it is
believed that there is still a possibility that cotton will be declared contraband, and it is not believed
that any compensation, in the way of buying cotton, will be made by Great Britain, except at a
fixed price. While such offers of purchase operate to prevent a drastic decline, they would not
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bring into the market any competitive buying.”322 Similar rumors had been circulating for months,
meaning that they had less of an effect on market sentiment than they did previously. The price of
cotton shot up on August 8th, for instance, based on increased domestic demand and poor weather,
although the Atlanta Constitution also advised that “The market was held in bounds by the
continental talk that England was about to declare cotton contraband of war. This was the main
bearish influence, and it may continue to be an influence of importance during this week.”323
Things turned bleaker for the cotton production industry the following day on August 9th,
however, with the Chicago Tribune reporting that “A declaration that cotton is to be regarded as
contraband by the British government is expected within a few days. The situation is now in the
hands of a committee of members of the government, and it is expected that this committee will
reach a decision shortly.”324 Some observers and industry members also believed that the British
government had successfully worn down State Department opposition to cotton being declared
contraband over the previous months and that a contraband declaration would simplify matters.
“There was more or less gossip going the rounds concerning the subject of a contraband declaration
by Great Britain,” the New York Times noted.325 “A Washington dispatch said that Secretary
Lansing would not discuss the matter of contraband declaration on cotton. The dispatch stated,
however, that in other quarters it was felt that the Government would not seriously object to such
a step, as it would tend to simplify the situation to have the status of cotton determined.”326
Calls for cotton to be declared contraband were also reaching a fever pitch in the British
press. “Cotton is the subject of editorials in all of the morning newspapers today” in Great Britain,
the Atlanta Constitution reported on August 11th. “Some urge the government to declare the staple
contraband, while other address the United States and ask sympathy with the British viewpoint.”327
As a result, “The bears had a field day in the Cotton Exchange ring,” according to the Wall Street
Journal, based on a mix of domestic weather reports and contraband concerns.328 “The
international situation still commands the anxiety of the trade. It is believed by many that Great
Britain will soon have to weaken under public pressure and place the staple on the contraband list.
It is suggested that the only matter which makes the British cabinet hesitate is the form of
compensation the South would receive should this action be taken.”329 Indeed, the Journal noted
that “Many cotton men are of the opinion that, in the end, it would be better for all concerned if
Great Britain did place cotton on the contraband list, as it would do away with the perplexing
situation which is now aggravating everybody.”330
Still, many in the cotton production industry, particularly in the South, were as yet
unwilling to give up the fight. The Atlanta Constitution reminded readers that “If England carries
out her threat, emphasized in the demands of certain prominent interests in that country, to put
cotton on the list of contraband of war, she will have put an injury and an affront upon the south
that will not soon be forgotten.”331 The Constitution was also quick to point out how many of the
calls for cotton to be named contraband were being spearheaded by British groups that stood to
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benefit financially for the decision. For instance, they highlighted a recent public meeting on the
question of cotton as contraband that was chaired by Sir Charles Macara, former President of the
International Federation of Master Cotton Spinners and Manufacturers’ Associations. “Was this
premeditated or accidental?” the Constitution wondered. “Certainly it is to the financial interest of
the association which Mr. Macara heads to put every possible obstacle in the way of the
advancement of the price of cotton. If the declaration of contraband will depress cotton still more
than has already been done by the British blockade of neutral European ports the association of
master spinners would naturally welcome it, because their interest lies in getting the staple at the
lowest possible price.”332 The Manchester Guardian, however, denied that there was an ulterior
motive behind the British contraband agitation, although American cotton producers gave little
credence to these protests.333
By mid-August the cotton contraband controversy had therefore entered a new, and
ultimately terminal phase. “That the British Government is about to make a new departure in regard
to the cotton question is now common knowledge,” the New York Times wrote on August 12th,
“but the exact lines upon which the new policy will be framed are for obvious reasons a carefully
guarded secret” due to its commercial value.334 A leading cotton dealer told the Times that “It
would be worth a fortune to possess inside information” on the British government’s ultimate
decision given its inevitable effect on prices.335 “Speculation as to the Government’s course is
running wild” the Times reported.336 “One rumor is that the Government contemplates the purchase
of a large portion, if not all, of the coming cotton crop, and there are reports that, on the assumption
that this rumor is well founded, syndicates have been formed in Liverpool and elsewhere with a
view to taking speculative advantage of the situation.”337 Yet “In other quarters skepticism exists
as to any such contemplated action by the Government. The fact that cotton prices are normal,
considering the conditions through which the trade is passing, is regarded as a clear indication that
the Government’s secret, whatever it may be, is being well kept.”338
The changing tune of British politicians was a clear piece of evidence regarding an
impending change in British policy. Lord Robert Cecil, who had previously said that it made little
practical difference whether cotton was declared contraband or not, now argued in a formal
interview on August 13th that “The allies must, by all lawful means, prevent cotton reaching their
enemies” and “It may be considered necessary to make cotton contraband.”339 Still, Cecil
“refrained from any hint that the commodity would be removed from the free list at any specific
date or that the government had evolved any solution to meet the demands of American cotton
growers and neutral consumers,” the Atlanta Constitution noted.340 In the interview Cecil promised
that American cotton producers’ views would be taken into account in any eventual decision, as
the British government was “fully aware of the importance of cotton to America,” and “We fully
understand that upon a satisfactory adjustment of the matter depends to a considerable degree the
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welfare of nearly a quarter of the population of the United States.”341 Cecil reiterated that it was
“obvious what the loss of German and Austrian markets will mean to American cotton growers,”
and “We fully realize that if there is no German and Austria outlet prices may go down and that
some American will suffer unless some means are devised for compensation. Proposals in that
direction have been made and are receiving careful consideration.”342 Still, “What will come of
them I cannot say at this time. Certainly I am not at liberty to imply that favorable action will be
taken, nor will I say that it will not.”343
Rumors of an imminent British move regarding raw cotton also reached Washington, D.C.,
where the New York Times reported that although “The government has had no positive
information as to what the attitude of the British Government would be in connection with the
cotton situation,” they felt “officials here are inclined to believe that unless the British authorities
feel that they can sustain with neutral countries the course they have taken in holding up cotton
shipments to Germany and neutral countries contiguous to German territory, while cotton is not
on the contraband list, they will declare cotton absolute contraband.”344 As for compensatory
measures for any contraband decision, “Officials have heard also that Great Britain might finance
the cotton crop of the United States as a means of placating cotton interests in this country, but it
is not understood that this information came with any show of authority. As the case stands, the
British Government cannot long delay positive action, and a speedy declaration is looked for.”345
The Chicago Tribune noted that “Formal announcement by Great Britain next week that it will
place cotton on the contraband list is expected,” while the “announcement is expected to be
accompanied by an informal offer from Great Britain to make arrangements for the purchase of
such quantities of American cotton as will be available for export.”346
While the State Department might have been prepared to accept this turn of events, other
members of the Wilson administration remained concerned about the domestic political
consequences of cotton being declared contraband. “The administration is greatly worried over the
cotton situation,” the Tribune reported, “especially in view of the meeting of southern bankers at
Galveston today for the purpose of conferring on methods for the marketing of the cotton crop.
Unless satisfactory export conditions are made possible before the convening of congress the
cotton orators from the south are expected to cause no end of trouble in their demands for relief.
Every effort will be made to forestall such demands before congress convenes.”347
The cotton market nevertheless responded negatively to the rumored change in British
policy despite these positive signs from the Wilson administration. “There were several features
in yesterday’s news which appeared to be construed rather bearishly in the cotton market,” the
New York Times noted on August 15th.348 Namely, “London press advices were considered as
indicating an increased probability that cotton would soon be added to the list of contraband by
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the Allies.”349 Still, “The contraband talk did not seem to be creating much fresh sentiment” in the
industry, since although “The probability that cotton will soon be placed on the list of contraband
has been a disappointment to some traders, who had expected some modification of the restrictions
placed on the shipments by the British blockade…the most general feeling around the ring
appeared to be that a definite announcement of cotton as contraband would not represent a greater
restriction than that already in force, and that it might possibly be accomplished by some offsetting
measure, such as extraordinary purchases for the account of allied governments.”350
Indeed it was now becoming a general article of faith in the cotton production industry that
when, not if, Great Britain declared cotton contraband they would accompany this move with a
generous compensatory policy. In Washington, D.C. “Informed officials believe that if the British
Government declares cotton contraband, that action will be coincident with or followed by the
announcement of an arrangement intended to help the American cotton producers,” the New York
Times reported.351 “While they do not claim that they have authoritative information, officials offer
the suggestion that the British plan will take the form of fixing a minimum price for cotton and
announcing that Great Britain will guarantee to buy all cotton offered at that minimum price. This,
it is believed, will give stability to the cotton market and insure the sale of cotton by the producers
at a reasonable price.”352
Moreover, government officials wondered how much of an actual effect a contraband
declaration would have on the cotton export situation. According to the Times “It was said in a
high quarter in the State Department today that the Department was unable to see how placing
cotton on the British contraband list would make much change in present conditions as far as the
United States was concerned. Cotton was now being detained by the British Government and made
to suffer restrictions that approximated the confiscation that would be in practice if the article were
made contraband. The opinion is held in the Department that making cotton contraband will come
if Great Britain concludes that she is unable to justify the detention system administered under the
Orders in Council. But there is a hope, approaching confidence, that, if cotton is placed on the
contraband list, Great Britain will offer as compensation to American cotton producers some plan
that will put them in a much better condition financially than that in which they now find
themselves.”353 At the New York Cotton Exchange “Considerable attention…was attracted by the
cabled press advices giving an interview with Lord Robert Cecil on the probability that cotton
would be placed on the contraband list. Opinion is divided as to the probable effect of such a
development, although the immediate results probably would be bullish.”354
How could the British Government, already responsible for skyrocketing purchases of
munitions and other war supplies, be able to simultaneously afford large scale purchases of
American cotton? Debates over British wartime trade policy now became intertwined with a
separate debate over whether American banks should be allowed to provide large loans to Allied
governments.355 Given that loans to belligerents were politically controversial in the United States,
the British government believed that using any loan for purchases of domestic cotton might
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mitigate American opposition. The British government’s weak financial position was reflected in
foreign exchange markets, where the value of the pound was dropping. “Immense as are the sums
Great Britain and her Allies have raised for the prosecution of the war and large as are their gold
resources, they cannot be expected to go on forever in the course they are pursuing,” the New York
Tribune noted, “Gold supplies are not limitless, nor are they entirely available for export to this
country.”356 Further loans would therefore be needed for any cotton purchases.
Tensions in the cotton production industry, however, were running as high as ever since
the start of the conflict, with some publications warning that a formal contraband declaration might
be a cause of outright conflict between the United States and Great Britain. “The British
government is hesitating before it commits this ‘deliberately unfriendly’ act against the United
States,” the Washington Post raged, “and well it might. The result of declaring cotton contraband
will surely be friction between Great Britain and the United States, the creation of an intensely
bitter feeling in this country among persons feeling the direct pinch of money losses and perhaps
an inflammation of public feeling that might lead to war.”357 The Atlanta Constitution agreed with
this sentiment: “If England carries out her implied threat to place cotton on the list of contraband
of war and treat it accordingly, she will commit an unpardonable offense against the entire United
States. To the south such action would be intolerable effrontery, and regardless of the section
limitations of the product, the question would at once become a national one, bigger than any in
which the European war has yet involved this country.”358
On August 15th “The contraband question was the subject of much discussion,” the Wall
Street Journal reported, “and the opinion appears to be gaining weight that the Allies are on the
eve of placing the staple on the contraband list.”359 This rumor was correct. The following day the
long-awaited yet still feared news arrived that the British government had formally added raw
cotton to its list of wartime contraband. “The allies’ intention to declare cotton contraband has
been communicated unofficially, but authoritatively to the state department,” according to the
Atlanta Constitution.360 Papers closing later in the day published more definitive stories the
following morning. “The British government’s decision to place cotton on the contraband list will
help greatly to clarify the diplomatic situation and relieve the United States government from
considerable embarrassment, according to officials who discussed the move” the New York
Tribune noted.361 “Their only wonder is that Great Britain has not taken the step long before
this.”362 Indeed, “Far from protesting against Great Britain’s expected action, the United States
government will welcome it, officials say, as removing the cause of the controversy that has been
the source of so much ill feeling.”363
In addition, the cotton production industry was buoyed in the following days by hopes for
additional policy moves from the British government intended to support the industry. “It is
learned that in a day or two some sort of an official statement will be forthcoming,” the Atlanta
Constitution reported.364 “This, it is understood, will set forth that, animated by a desire to avoid
inflicting injury on southern cotton planters, measures are to be concerted between the allied
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governments that will prevent the price of cotton from going below the point of profitable
production. Just how this is to be done has not been clearly indicated, but it is known there is in
contemplation a project to stand behind the market when necessary to prevent undue
depression.”365 The Constitution cautioned that “The allied governments, under this plan, would
not appear openly in the transaction, but would designate private interests to undertake the task,
which would involve perhaps the accumulation of stocks of cotton in warehouses in the United
States to be drawn on from Europe when prices ranged high here.”366 The cotton production
industry could also draw solace from on planned moves by the American government, according
to the Constitution. In particular, “President Wilson will take definite steps soon to better the cotton
situation in the south, Representative Lever, of South Carolina, chairman of the agriculture
committee in the last house, was assured today by the President,” to include sending a formal note
of protest and supporting a delegation of cotton growers going to Great Britain.367
Cotton markets reacted in a somewhat subdued manner to the long anticipated declaration,
in part due to the countervailing influence of weather and other domestic factors, but also because
the market had “priced in” the decision to a certain degree. “The continued weakness of foreign
exchange and reiterated reports that the allies had practically decided to make cotton contraband
contributed to the decline” in the price of cotton in New York on August 17th, the Atlanta
Constitution reported, “but the selling seemed to be more largely based on private reports that the
gulf storm had caused good rains in Texas without such high winds in the interior as would cause
any material damage to open cotton.”368 On the same day in New Orleans, “The unofficial
announcement that the allies were about to declare cotton contraband of war was against the
market, as was the continued weakness in foreign exchange, but around midday the downward
movement was checked by profit-taking on the short side.”369 As Jay Bond & Co., a New Yorkbased cotton firm saw things, “The recent rains, low rate of exchange and the probability that
cotton will be declared contraband by England and her allies overshadow for the present all other
influences surrounding the market, therefore the trade is hesitant in buying, as they feel that the
rush of first receipts must cause a decline in view of the congested export situation.”370
While the cotton production industry had hoped for immediate relief alongside any formal
declaration of contraband, British policy in this regard was initially frustratingly vague. In the
absence of clear policy, the industry was left to hope and dream about large scale purchases. “It is
learned that in a day or two some official statement will be forthcoming detailing the reasons of
the Allies for declaring cotton contraband,” the New York Times noted on the 17th.371 “This, it is
understood, will set forth that, animated by a desire to avoid inflicting any injury upon the cotton
planters of the South, whose welfare must be a matter of concern for the European nations.”372
Importantly, any delay in compensation could have potentially devastating consequences, the
Baltimore Sun reminded its readers: “The cotton planters were caught unprepared by the war, they
had large outstanding obligations which they expected to meet with last year’s crop, and they could
neither sell their cotton, except at a ruinous sacrifice, nor obtain the additional credits needed for
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future operations. Now most of them have either ‘caught up with the procession’ financially or
have so adjusted themselves to the situation as to be able to get along for the present without being
driven to the wall.”373
Reports that the British government would be forced into accepting a lower loan from New
York financiers than anticipated further frustrated the cotton production industry. The proposed
amount was slashed from $500 million to $150 million due to “the belief that too big a loan could
not be placed readily” in the United States according to the Atlanta Constitution.374 Other, more
fanciful rumors, however, were also circulating, with the Chicago Tribune reporting “Details of a
plan whereby Great Britain and France contemplate healing all commercial differences with the
United States over the blockade of neutral European ports” by “mak[ing] a market for the entire
cotton export crop this year” through a billion dollar loan by J. P. Morgan & Co.375 Even more
troubling was the rumor noted by the New York Tribune, that “Whatever is done by Great
Britain…it is believed certain that there will be no effort by her to buy up the cotton crop, as her
financiers know that it would result in forcing the price of cotton to the sky.”376
In the absence of support for the cotton production industry from the British government,
the American government continued with unilateral policy moves aiming at avoiding a repeat of
the disastrous financial confusion in harvesting the 1914 crop. On August 19th Comptroller of the
Currency Williams aimed to calm the industry by announcing that “the present unemployed
loaning capacity of national banks and reserve banks was sufficient to finance at market value the
entire cotton crop.”377 Specifically, “Williams referred to the prospect of unusual demands for
funds, particularly if cotton should be declared contraband, and declared a survey of the conditions
of the national and reserve banks was distinctly encouraging” the Atlanta Constitution reported.378
Still, if some cotton farmers were less concerned about the 1915 harvest relative to the previous
year’s, it may only be because of the catastrophic year they had experienced. “We have merely
arrived at a rock bottom situation,” Fuller Callaway, a mill owner and from LaGrange, Georgia
told the Atlanta Constitution, “and from now for the next five years there need be no worry about
cotton and the prices it will bring.”379
Even absent firm plans, therefore, rumors about impending British actions remained
sufficient to bolster the cotton market. Although “The contraband question was forgotten” briefly
at the New York Cotton Exchange following the sinking of the White Star passenger liner Arabic
on August 19th, the Wall Street Journal reported that “it is believed that [the contraband decision]
will command the attention of the trade when the official proclamation is made by the Allies.
Considerable interest is shown in reports that the Allies are considering some form of
compensation to the South for placing the staple on the restricted list. British cotton interests in
this country are not of the opinion that any compensation will be announced in the official
proclamation as this would weaken the Allies’ stand on the whole matter, but it is believed by
some that the market for cotton may be supported and that cotton will not be allowed to decline to
further ruinous levels.”380
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By the time of the official, public announcement of raw cotton’s addition to the British
contraband list on August 21, cotton markets were relatively unfazed. “Although cotton has been
declared contraband by Great Britain the effect on the prices has been practically discounted,” the
AWCR wrote.381 The cotton production industry was now calculating the effects of potential British
purchases or other forms of compensation. “It is understood the British plan is to steady the cotton
market through actual purchase if that becomes necessary,” the Atlanta Constitution noted.382
“Probably cotton factors will be commissioned to keep the commodity above a fixed minimum
price. It has been suggested, however, that with this determination known to the cotton dealers, it
is unlikely there will be any great drop, or that the British government will be called on to act.”383
The Chicago Daily Tribune warned that “no hint is supplied” in the British declaration “regarding
the methods to be pursued in protecting the cotton industry in America, but it is said that all
possible measures will be taken to prevent abnormal depression in market conditions.”384
Interestingly, when waylaid by the press as to why it had taken so long for the government
to declare cotton raw contraband, British politicians openly acknowledged that it was primarily
due to a desire to appease American cotton producers. Lord Alfred Milner, for instance, explained
that “Sentiment and policy alike cause us to desire most earnestly that the relations between this
country and the United States should remain not only correct but cordial. I have no doubt that all
fumbling over the cotton question is due at bottom to consideration for the United States.”385 As a
result, the New York Times reported that the “The greatest interest” in Washington, D.C. over “the
British declaration that cotton will be absolute contraband lies in the statement that his Majesty’s
Government contemplates initiation of measures to relieve as far as possible any abnormal
depression which might temporarily disturb market conditions. This is taken as making formal the
intimations that have been thrown out of the intention of the British Government to go into the
cotton market if necessary and buy heavily at prices that would insure the stability of the
market.”386 Any further protests by the American government over the decision hinged on the
speed and depth of compensatory policies. “While the United States Government is practically
certain to take exception to the addition of cotton to the British contraband list at this late date,”
the Times noted, “this plan of the British Government to support the cotton market is thought to
promise real relief. If it is carried out on a large scale, cotton planters, with cotton declared absolute
contraband, would probably fare better than when it was nominally an innocent article.”387
Importantly, it was widely believed that the British government could compensate
American cotton producers relatively easily, albeit potentially via a loan from American financiers.
The New York Times laid out the math for a potential compensatory policy as follows: “The cotton
growers themselves have simplified the problem [of compensation] by reducing their cotton crop,
according to recent estimates, to 12,000,000 bales, as against 17,000,000 bales last year. This crop
at present prices would be worth about $600,000,000. About half of this would ordinarily go
abroad, most of it to England. British consumption of cotton will probably continue, so if the
Allies, or Great Britain alone, set themselves to maintaining the cotton market they will simply
have to take care of the 2,000,000 bales or so that go to Austria and Germany. At present prices
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$100,000,000 would pay for the normal shipments to the Teutonic empires and probably a far
smaller outlay would keep up the price.”388
Even if the nominal math worked out, however, the cotton production industry was
understandably anxious in the absence of a clear proposal. Although the formal contraband
decision was announced after the New York Cotton Exchange closed on August 21st, the New York
Times still noted that “The cotton market could see nothing bullish in the political situation,”
primarily because “Nothing has come from the other side to confirm the rumors that the British
Government is going to purchase three or four million bales of American cotton, and even if such
action should be taken it would change the existing situation but little, as the cotton would not be
put into consumption and would still be a weight upon the market as if carried in this country.”389
Regarding cotton producers, the Times reported that the declaration was “viewed with alarm by
the growers, though the market prices for the staple hardly reflected the fears expressed by
them.”390 The reason for this, the Times reasoned, was because “In the reality the declaration is not
of much practical effect. To all intents and purposes American cotton has been kept out of
Germany and Austria since Italy joined the Allies.”391 Moreover, there were many reasons for
cotton growers to be optimistic since “it seems likely that measures will be taken by the allied
powers to prevent undue injury to the cotton growers. Besides this, the banks in this country are
arranging to hep materially those who would otherwise be compelled to throw their product on the
market. The aim will be to market the crop gradually and in such a way as to prevent loss to the
planters.”392
Indeed, the Wilson administration was springing into action on both the international and
domestic fronts by planning a diplomatic protest to Great Britain while also working to help
finance the cotton crop. “President Wilson will take up this week the situation resulting from the
placing on the contraband list by Great Britain,” the Atlanta Constitution reported the day after the
declaration was made, and “as a result of his study of the question a protest is expected to be sent
forward to London.”393 That Wilson would do so came somewhat as a surprise given that “officials
of the State Department were rather relieved that cotton was at last on the contraband list and
would no longer be a continual source vexation when shipments were held up.”394 William P. G.
Harding of the Federal Reserve was also scheduled to meet with the president to discuss domestic
measures, while Representative Lever, an industry champion was so “convinced that the
government planned to do everything possible to relieve the situation” that he cancelled a
previously scheduled meeting with Wilson.395
On August 23rd Secretary McAdoo publicly announced that “in view of the action of the
allies in putting cotton on the contraband list, he would, if it became necessary, place $30,000,000
or more in gold in the federal reserve banks at Atlanta, Dallas and Richmond for the purpose of
enabling the reserve banks to rediscount loans on cotton secured by warehouse receipts made by
national banks and state banks belonging to the federal reserve system” the Atlanta Constitution
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noted.396 Still, the Secretary stressed that this was primarily a preventive move, and he “declared
he believed that there was no occasion for alarm about the future of cotton, and that if the bankers
and merchants would co-operate with each other and with the cotton producers of the south in a
spirit of patriotism and mutual regard for each other’s welfare, the situation could be handled with
happy results to all concerned.”397
President Wilson also began to plan a personal appeal to the cotton production industry
aimed at bolstering their sentiment regarding the imminent harvest. “President Wilson soon will
address a word of warning to the cotton growers of the South,” The New York Tribune noted.398
“He will urge them not to become panicstricken (sic) and, by throwing all of their cotton on the
market at once, when it has just been declared contraband, disrupt business condition. He will urge
them, it is understood to take advantage of the facilities of the reserve banking system and to hold
their cotton for fair prices.”399 Wilson also dispatched government officials to carry his message
of hope to the South, conferring with Charles Hamlin, the chair of the Federal Reserve Board,
before the latter left to deliver a speech in his home town of Birmingham, Alabama. At the meeting
Hamlin “presented to the president the details of the cotton situation since the declaration of
contraband, as seen by Southern financiers and business men” and “explained how the elimination
of a such a large cotton market would affect conditions in the South, and was told, it is understood,
the President’s plan for the solution of the situation.”400
Despite the planned protests from the Wilson administration, the cotton production
industry had little hope that the new contraband policy would be rescinded given that the price of
cotton hadn’t dropped as far as pessimistic industry observers had predicted. “For many reasons it
was difficult for the British government to declare cotton absolute contraband,” the New York
Tribune reminded readers, and although “It is possible that in sticking so long to this policy [of
non-commitment] they may have had an apprehensive eye on the possibilities of the future, but
the probability is that what they chiefly apprehended was the resentment of our Southern states.”401
In the aftermath of the decision, however, it was “clear that there was little cause for uneasiness as
far as this country is concerned. The South seems to have accepted the new condition with
wonderful equanimity.”402
Indeed, although, wartime news still had the power to move the cotton market, the
contraband decision quickly receded into the background. On August 23rd “The general
nervousness over strained international relations was reflected by a sharp break in the cotton
market during yesterday’s early trading,” the New York Tribune reported.403 “Favorable weather
in the South and the official contraband declaration were contributing factors, but after the first
flurry of selling orders there appeared to be comparatively little pressure and prices later more than
recovered.”404 Importantly, “The talk around the ring continued to suggest that the contraband
action of the Allies had been quite thoroughly discounted so far as its sentimental effect was
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concerned, and more interest was shown in the probability of some plan for offsetting its effect by
support from Allied sources than in the official announcement itself.”405
James Maury, the treasurer of the Cotton exchange gave voice to the opinion of many
cotton traders in noting that “England’s decision to make cotton contraband, in my opinion, will
neither make prices rise far nor drop to any great extent.”406 Rather, the cotton production industry
had reason to be more concerned with domestic financing of the cotton crop rather than the effect
of the war on prices. “The principal question is with the bankers, and it is generally believed that
by means of our new banking system the South will be able to handle its crop. No hardship will
be worked on that part of the country if the planters do not press their cotton on the market, the
quantity of cotton, taking in account the remnant of last year’s crop, thus forcing prices down.”407
Although Hoke Smith increased the vitriol of his broadsides against the illegality of the
British decision, there was a growing sense of helplessness amongst his fellow critics of British
policy. In a statement on August 24th Smith called the British move “An act of lawlessness to be
expected from a nation which for nearly six months has blockaded neutral ports.”408 Turning on
his fellow legislators and members of the Wilson administration he charged that “There may be
some Americans so interested in the British that they are willing to see cotton producers lose from
$100,000,000 to $200,000,000 just to help the Allies. I am not.”409 Smith’s fellow Senator,
Duncan Fletcher (D-FL), charged that the contraband ruling was a “harsh measure and is bound to
work great harm to the South, indeed to the entire country.”410 Newly elected Georgia Governor
Nathaniel Harris believed that “Nothing could have been done to more effectually alienate the
sympathies of the South for the Allies” than the contraband decision.411 He hoped that “a very
strong protest from this side will induce the allies to take some step to palliate the inevitable result
on our markets.”412 Former Illinois congressman Robert Fowler, now attorney for National
Industrial Peace conference took a similarly caustic view. “Not satisfied by robbing the south of
several hundred million dollars last year through unlawful blockade,” he raged, “Great Britain now
seeks to increase her chances for raiding the cotton market next year by making cotton contraband
of war.”413
The vitriol of these attacks aside, they were increasingly disconnected from facts. The
cotton market was rising, as “Several bullish influences were at work yesterday to create a more
favorable sentiment in” New York, the New York Times noted on the 24th, even though it was
“probable that even a greater advance would have been scored, but confusion of sentiment, owing
to the international complications and the fear that some new factor might be injected into the
situation at almost any moment.”414 According to the Wall Street Journal many cotton traders were
ultimately relieved because it “removed a source of irritation in the trade,” and “they were
optimistic in regard to the compensation that Great Britain intended to offer for placing the staple
on the restricted list.”415 Many others in the cotton production industry were simply looking to
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move on from the long-running controversy. P.A. Cowen, President of the Vicksburg Cotton
Exchange did not “consider England’s action likely to have material effect on the price” since an
“Embargo on shipments likely to reach Germany and Austria has existed since March. The present
action cannot reduce exports to an additional extent and has probably been discounted by the trade
already.”416 Along similar lines, W.B. Goudelock, president of the Oklahoma City cotton exchange
noted that “While regretting England placing cotton on contraband list,” he did not “think it will
make shipping nay more difficult than it has been in the past few months.”417
The Wilson administration’s domestic public relations moves were also paying off, with
William Harding’s speech in Birmingham on August 25th well received locally and nationally.
Harding “told the Alabama Merchants’ association here that the placing of cotton on the
contraband list by the allies did not create a desperate situation, but rather one calling for intelligent
leadership,” the Atlanta Constitution reported.418 Harding further urged his audience to perform
their integral role in the cotton harvest with vigor and regional pride. “You have an opportunity of
conserving the value of the South’s greatest asset,” he charged his listeners, “and upon you,
southern bankers and merchants rests the responsibility of the weal or woe of a great agricultural
section perhaps for years.”419
Beyond rhetorical flourishes, the administration’s practical policy moves were also
positively affecting sentiment in the cotton production industry. In particular, Secretary’s
McAdoo’s plan to deposit additional currency in Southern reserve banks to help finance the cotton
harvest was greeted with enthusiasm by the industry. “The proposed Treasury deposit of
$30,000,000, without interest, in southern reserve banks to assist in financing the cotton crop, even
if not actually needed, will serve as an assurance to planters that they will be able to carry the
surplus of their crop,” the Wall Street Journal noted.420 “It is figured that this sum through the
rediscount operation of Federal reserve banks could safely take care of the amount of cotton taken
by Germany and Austria in normal times.”421 Based in part on this growing optimism, December
futures contracts in New York City rose to over 10 cents a pound on August 27th for the first time
since July.422
Although the majority of the cotton production industry was still bitter about Britain’s
contraband decision, they grudgingly began to acknowledge that the actual consequences of the
decision had been somewhat muted. Their more limited criticisms now focused mainly on the
principles for why cotton shouldn’t be declared contraband rather than the practical effects of such
a decision. “It is true that the south is not tearing its hair or kicking up any big racket about it,” the
Atlanta Constitution wrote in an editorial on August 29th, “But the southern states are firmly and
vigorously insisting upon their rights under international law, and they will continue to do so.”423
In a separate editorial on the same day, however, the Constitution highlighted the growing
prosperity of the region, including the cotton production industry, despite the contraband
declaration. “The cotton situation—England’s declaration of contraband and blockade of neutral
European ports—is the one disturbing feature” for the Southern economy as a whole, the
Constitution admitted, “But people throughout the south are beginning to feel more confident
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regarding that element. The opinion is growing that, with the preparation which has been made to
meet it, the effect will not be nearly so serious as some have anticipated.”424 Still, that did not
“relieve the government from insisting with all its vigor upon a revision of England’s attitude.”425
With the probability of the decision being revised fairly low, many in the cotton production
industry were ready to move on from the contraband saga to other issues. “The cotton growers are
by no means pessimistic as to the outlook, and are evidently aware that success will be theirs if
they are careful in the marketing of the article,” the New York Times advised. “It is a question of
carrying the stock for the weaker holders, and the Southern banks have adequate funds for the
purpose.”426
Rather than an irreparable blow, the decision to declare cotton contraband was increasingly
seen as just one of many factors affecting the cotton production industry. By the end of August the
national economic publication Dun’s Report wrote that “The cotton contraband declaration acts as
an additional handicap to the south, yet prices have shown underlying strength in spite of this
development and it is reassuring that federal aid in financing the crop will be forthcoming if
needed.”427 Similarly, continued faith that the British government would step in to support cotton
prices if needed buoyed the industry. The New York Tribune reported from Washington, D.C. that
“In British circles here it is confidently expected that informal arrangements can be made for
improving the cotton situation and minimizing the losses to cotton interests in the America through
the recent declaration placing cotton on the contraband list. Hope is expressed that the commission
of British bankers which is to come to the United States to arrange credits and attempt an
adjustment of the exchange situation will be able to bring about an amelioration of the trade and
contraband dilemmas.”428
Entering into September, therefore, and the heart of the cotton harvest, the cotton
production industry was enjoying some perhaps unanticipated but nevertheless appreciated
prosperity. This was partially due to “Rumors that foreign governments had buying orders in
domestic markets,” according to the New York Tribune, with “one story being that an order from
such a source called for the delivery at stated intervals during the season of fully 400,000 bales.”429
Still, “Such reports were not generally credited in local spot circles, where they were considered
as rowing from the talk of possible measures to offset the Allied contraband declaration, and the
continued weakness of sterling exchange was again mentioned as an obstacle to a normal export
trade.”430 Despite some grass roots efforts calling for a reversion of the contraband decision,
therefore, protests remained muted in the face of rising prices.431
Further negotiations by mid-month between a small group of American bankers led by
Festus J. Wade, and including J. P. Morgan, George F. Baker, James J. Hill, and Allied
representatives, over a large loan for the purchase of American commodities, including cotton,
also raised industry sentiment. Wade, from St. Louis, a major transit point for inland cotton
shipments, particularly championed the cotton production industry’s interests in these discussions,
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calling “the commission’s attention to the necessity of covering shipments of cotton with any credit
loan that might be negotiated here,” according to the Atlanta Constitution.432 “The prosperity of
the American cotton grower of 1915, Mr. Wade thought, was wrapped in the success of the
commission.”433 Indeed, if the allies were to be “eliminated as extensive purchasers of cotton by
the commission’s possible failure to establish the desired credit, Mr. Wade was inclined to take a
gloomy view of the situation in the southern states during the year to come.”434 Importantly, “The
commission is reported as having [made] it clear to Mr. Wade that the proposed credit loan, if
obtained, would provide funds to care for cotton exports as well as every other article imported by
Great Britain and France from this country.”435 The Wall Street Journal reported that “There are
excellent reasons for thinking that the cotton matter will form the basis of at least one feature of
the proposed loan. The opinion is general among bankers that Great Britain is going to take this
opportunity of carrying out her professed intention of taking care of such part of the cotton crop
embarrassed through her recent contraband declaration.”436
Hopes for an allied loan, as well as weather and domestic demand, therefore definitely
replaced contraband concerns as the primary driver of cotton markets. “There was enough activity
in the cotton market to keep all interested on the alert,” the New York Times reported on September
18th.437 “No one, however, referred to the order declaring it contraband of war as having any effect
whatever on the market price of the staple.”438 Southern politicians and others committed to keep
fighting the contraband decision were left to make the somewhat weak argument that cotton prices
would have advanced even higher if cotton had remained a free good. Senator Vardaman (D-MS),
claimed on September 26th that “But for England’s embargo on cotton….the south would be
getting 15 cents for its cotton,” a figure that “would restore prosperity to the cotton states.”439 The
fact that cotton hadn’t consistently hit 15 cents a pound since the summer of 1911, however,
betrays the fundamental unseriousness of the Senator’s argument.440 As Renskorf, Lyons & Co., a
cotton brokerage firm, noted on September 27th, cotton prices were going up even in spite of the
contraband decision: “Prices are now 300 to 350 points higher than the extreme low prices at which
we started the season in August, and this advance has been an object lesson to those who thought
the absence of Germany and Austria or the declaration of cotton contraband would bring lower
prices. The spinner has been foolishly trying to catch the market by running behind and many of
them are bitterly disappointed at the market happenings.”441
The cotton production industry certainly welcomed higher prices, even if they struggled to
find a consistent explanation for them. “The position of cotton has surprised and confounded a
number of persons,” the New York Times wrote on October 2nd, “although the experiences of the
past year should have warned them not to be pessimistic. The advances in price for the staple are
due to a number of circumstances, and have been in no whit retarded by the declaration of the
article by the allied powers as contraband of war.”442 Industry observers generally agreed,
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however, that the Wilson administration’s work to ensure relatively easy financing for the crop
was a key driver in rising prices. “Among the immediate causes for the rise in price may be
mentioned the fact that the cotton growers are having no difficulty in borrowing money and that
there has been quite an amount of speculative buying on the part of merchants down South who
are convinced of the need for all the available supply of cotton.”443
Although Hoke Smith kept up his attacks on British contraband policy in a sweeping
speaking tour across the South in late October, it is unclear how many in the audience still saw the
contraband decision as a stumbling block for prosperity. Speaking to a large crowd at the Valdosta
Fair in Valdosta, Georgia on October 22nd, “The senator scored Great Britain for trying to make
cotton contraband,” the Atlanta Constitution reported, “and says he will fight it out in the senate
until he gets it cleared. Then he believes, cotton will be 15 cents.”444 Smith reiterated these charges
when speaking to the Atlanta Chamber of Commerce on October 27th. “The order in council
declaring cotton contraband,” Smith said, was “not the result of a war policy on the part of the
British government, but it is the product of a plan of English cotton merchants and manufacturers
looking toward a monopoly of the cotton crop.”445 Smith further promised that “upon the
convening of congress in December it is his intention to reveal before the senate the plan of English
cotton merchants and manufactures to manipulate the market.”446
In front of an even larger crowd of 12,000 in Griffin, Georgia on October 29th, Smith
“delivered an address from an automobile…which was a complete survey of the cotton situation
in the United States and Europe, and a convincing exhortation to the farmers to employ diversified
farming.”447 Specifically, “In closing, the senator referred to the part that is being played in the
cotton situation by the European war. He criticized England for trying to force the United States
to stand for an order declaring cotton contraband. He declared, that, in his opinion, that if England
would lift the contraband declaration, the price of cotton would advance to 15 cents a pound in
forty-eight hours.”448 These sorts of lines might have made for good campaign copy, but they had
little basis in reality.
The Wilson administration sent a final note of protest regarding the cotton situation in midNovember, that, although strongly worded, had virtually no chance of forcing a change in the
policy.449 Although cheered by Southern politicians, the note’s importance was dismissed by the
cotton production industry.450 “America’s protest against British interference with neutral shipping
naturally attracted attention, but seemed without any immediate influence on the market,” the New
York Tribune reported.451 “The most general feeling was that no serious friction over these
questions was probable. The possibility of a modification in the British embargo was considered
of more interest to shippers of conditional or non-contraband than to shippers of cotton.”452
Why was the raw cotton market doing so well? Although there hadn’t been large, public
purchases of American cotton by the British government, the New York Tribune argued that both
Britain and Germany had been unwittingly bidding against each other in the New Orleans Cotton
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market, triggering a rise in price. “The British and German governments, with entirely different
intentions, have bid against each other for cotton, bought nearly a million and a quarter of bales,
forced the recent spectacular advance of four cents, and protected American interests from loss as
a result of the war, it was learned by the Tribune today on unquestionable authority,” the paper
wrote on November 19th.453 The fact that no other newspapers confirmed the Tribune’s scoop,
however, points to a more mundane explanation: over a year into the war both domestic and foreign
cotton manufactures had adjusted reasonably well to wartime circumstances and their purchases,
not shady government buying, was supporting the market.
As a result of the underlying strength of the cotton market, Hoke Smith’s promised
challenge in a new congressional session fell flat. “The long-expected storm in Congress over the
administration’s conduct of the defense of American rights on the seas broke” on December 10th,
the Washington Post reported, “when Senator Hoke Smith (Democrat) demanded an investigation
of Great Britain’s interferences with neutral trade, and Senator Lodge (Republican) replied with a
demand that any investigation include the loss of American lives.”454 Southern merchants and
businessmen, however, to include the cotton production industry, had seen enough positive results
from the Wilson administration’s policy regarding neutral trade that they were less inclined to
support these sorts of tirades. In mid-December then, even as Smith maintained his attacks in the
Senate, the Southern Commercial Congress, a major business organization, endorsed “all of the
policies and principles of a national and international character announced by President Wilson,”
at its annual convention.455 The cotton production industry may have lost the fight to keep raw
cotton as a “free good,” but in the process they had unified behind the Wilson administration as its
champion for navigating the shifting economic circumstances caused by the war.
4.2.3 Submarines
While the fight to keep raw cotton off the British contraband list was by far the most
dramatic situation facing the cotton production industry throughout 1915, it wasn’t the only
wartime threat that the industry faced. In particular, the rising tempo of attacks by German
submarines or “U-boats,” resulting in the destruction of many merchant ships, had a consistent
negative effect on the price of raw cotton due to fears that foreign exports wouldn’t be possible.
After the outbreak of war the British navy had relatively quickly swept German warships
and merchant raiders off the seas. By late August 1914, for instance, the AWCR could confidently
declare that “trans-Atlantic shipping is now without menace from hostile men-of-war,” which
would “probably have a beneficial effect upon the domestic market” for cotton.456 The British
navy’s surface strength meant that “With the fear of capture at sea practically negligible, the
merchantmen will resume their accustomed sailings, and large quantities of cotton goods will be
exported to the various nonmanufacturing countries.”457
The British navy was far less successful, however, when it came to combatting the threat
from German U-boats. Although they were mainly a nuisance throughout the first few months of
the war, by 1915 the cotton production industry was increasingly worried about cotton shipments
being sunk. The first widely reported sinking of a U.S. merchant ship occurred in late-February
1915, when the Evelyn struck a mine. This dropped the price of raw cotton in New York. “The
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political situation was…a factor in depressing prices,” on February 23, the Wall Street Journal
reported.458 “The sinking of the Evelyn and other boats in European waters only added to the
bearish sentiment which pervaded the ring. Several traders thought that the best that could be said
about the situation was to keep out of the market; and those who took any part, sold freely.”459
Importantly, “If the Evelyn had been destroyed by a torpedo,” the New York Times wrote, “it would
added greatly to the seriousness of the incident, because the loss of the vessel through submarine
attack could mean nothing less than a deliberate assault on an American neutral vessel, transporting
a non-contraband cargo of American cotton.”460
Similarly, the far more prominent sinking of the Lusitania on May 7th, which killed nearly
1,200 passengers, had a profound negative effect on the sentiment amongst cotton traders, both
due to the perceived threat from submarines as well as its effect on diplomatic and commercial
relations between the United States and Germany. In New Orleans, “At first traders paid little
attention to the reports,” about the sinking, “especially as they could not be confirmed,” the Atlanta
Constitution noted, but “a little later the market was thrown into an uproar by the insistent report
that the Lusitania had been sunk. Cotton was thrown on the market thousands of bales at a time,
resulting in pronounced weakness and one of the worst breaks of the season.”461 There was
widespread panic at the exchange and “All manner of rumors added to the nervousness of traders.
Fear of fresh international complications and that ocean insurance would rise to prohibitive cost
were given as the chief reason for the decline, although probably the sentimental effect of the
attempt to torpedoing the Lusitania was the chief factor in the decline.”462
There was a similar reaction in New York City, where “News of the Lusitania disaster
precipitated a sensational break in the cotton market” according to the New York Tribune.463
“Sentiment of the late trading was extremely nervous and unsettled” towards the end of the trading
day, “with the trade anxiously awaiting full details of the attack upon the Lusitania and its
consequence,” the Atlanta Constitution reported.464 The AWCR believed that “The destruction of
the ‘Lusitania,’ with its depressing effect on the stock market, has influenced largely the decline
in prices for raw cotton,” as well increased freight rates.465 “On account of the fact that the
Lusitania incident has developed renewed bitterness, the cotton trade is prepared for almost
anything,” the New York Times noted in mid-May.466
There was a brief lull in attacks in June, and “As far as can be learned exports have been
going out to England and Italy without any interference from the German submarines,” according
to the AWCR.467 The following month, however, the sinking of the Leelanaw, an American freight
steamer, on July 26th “produced something of a sensation in the cotton market,” in New York, in
the words of the Atlanta Constitution, although prices “later recovered when it became known that
the vessel carried contraband”468 The recovery in prices occurred after traders “regained some of
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their confidence when assured that the Leelanaw accident was not likely to result in further
complicating the international situation. Its chief significance lay in disclosing the exceedingly
nervous temper of the market towards matters of this nature and supporting orders appeared to
become less aggressive on advances while bears were correspondingly active on all hard spots.”469
The fact that the cotton market reacted negatively to all submarine sinkings, regardless of whether
the ship carried cotton or not, is a clear indicator of how seriously they worried about wartime
shipping risks.
The same situation repeated itself following the sinking of the tanker Arabic in late August.
The Atlanta Constitution reported that in New York City “The cotton market has been extremely
nervous and irregular during the past week with sentiment disturbed by uncertainty as to the effects
of the severe storm in the southwest, and, more recently, by apprehensions that the sinking of the
Arabic might further complicate international relations.”470 The Wall Street Journal noted that
“After a nervous opening with futures’ prices from 10 to 13 points below Thursday’s close,” the
market on August 20th “steadied on various reports in regard to the sinking of the Arabic, which
included the rumor that she was convoyed and that she received some form of warning before the
submarine’s missile was launched.”471
Submarine attacks continued to negatively affect sentiment and prices in the cotton
production industry throughout the second half of 1915 and into 1916. “Owing to the fact that two
liners have been sunk, the market has been selling off,” the AWCR noted in the first week of
January.”472 Freight rates for shipping cotton surged steadily upward as a result of these attacks,
and a limited supply of shipping, despite the British government’s best efforts to put a cap on
them.473
4.3 The Cotton Production Industry and the Decision for War: 1917
Between the struggle to finance the 1914 and 1915 crops, raw cotton being declared
contraband in August 1915, and ongoing U-boat sinkings, the American cotton production industry
had weathered more than its fair share of near catastrophes by the spring of 1917. Although wary
of further American involvement in the conflict, and fairly eager for peace, however, the American
cotton production industry didn’t actively oppose the Wilson government’s decision to declare war
on Germany. Three factors in particular allowed the industry to remain fairly sanguine about
joining the war. First, institutional innovations requiring that cotton traders maintain higher
financial reserves meant that the industry was better guarded against catastrophic losses. Second,
the industry had received support from the federal government to insulate them from the worst
economic consequences of the conflict, leaving it cautiously optimistic regarding further support.
Third, as with the wheat industry, patriotism helped further mute any opposition.
Like most industries, the pace of trading in the cotton markets slowed over the winter
holiday season. When they reopened on January 2nd, cotton markets across the country were
marked by “an increase of activity and a generally stronger undertone, although extreme
nervousness was apparent and the maximum gains were not held up to the close” according to the
NYT.474 This initial anxiety, however, was quickly checked. “The cotton market has been quiet
469
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since the turn of the year,” the Textile World Journal (TWJ) wrote in their New Year edition for
1917, “with fluctuations irregular but less violent. There can be little doubt that speculative
commitments were very closely evened up before the holidays. Since then nothing has developed
of sufficiently definite nature to inspire fresh ventures, and the market is evidently waiting on the
political situation or for some change in the spot department.”475
Rumors about how long the war might continue had multiplied over the break, especially
given a peace overture from Germany in mid-December. “No one knows just how far the hope of
peace inspired by the opening of German negotiations during the middle of last month, went
toward preventing liquidation of spot cotton in the South,” the TWJ reported, and “There is the
same uncertainty as to whether an actual breaking off of negotiations would bring out cotton
previously held.”476 Moreover, cotton traders were becoming accustomed to these sorts of rumors
not panning out, and as a result the market “appears to be growing less sensitive to rumors of
international complications,” the NYT believed, “doubtless owing to the fact that sentiment has
become accustomed to bracing itself against such shocks.”477
Another reason for cheer was the unprecedented year that the cotton manufacturing
industry had enjoyed in 1916. Increasing domestic demand, coupled with a spike in exports to
neutral markets across the world that had previously bought from European belligerents, combined
to send the price of cotton goods—and in turn raw cotton—higher.478 “The increasing activity of
submarine warfare, recurring hopes of peace, punctuated by threats of still more frightful conflict;
apprehensions of even more serious invasions upon the rights of neutrals; uncertainties of freights
and war risks, of exchange and ocean tonnage—all these factors, entering into sentiment of traders,
have caused nervousness, at times violent fluctuations” in the raw cotton market the TWJ reported.
“But underneath all these phenomena,—these alternations of hope and fear, of obstacles
encountered, overcome, or minimized,—the course of events has again demonstrated the
persistency of the world‘s requirements at war as well as peace, and has also justified the
confidence in values so remarkably manifested during the previous tension.”479
By mid-month, however, the raw cotton industry was becoming more pessimistic about the
prospect of peace. “Extreme nervousness and irregularity characterized yesterday’s cotton
market,” the NYT noted on January 12th. “Advices from London created the impression that the
note of the Entente Allies, to be published this morning, would be unfavorable to the hope of
immediate peace, and this idea inspired some rather aggressive selling from Wall Street and local
sources, while there was also a renewal of scattering liquidation.”480 Due in part to concerns over
the war continuing there were sequential collapses in cotton prices on January 13th and 15th.481
“The shipping and political situations are still exerting disturbing influences,” on the industry, the
NYT believed, “and the action of the market for several days past has clearly indicated a feeling in
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speculative circles that the bull side of all commodities has suffered from the universal feeling
against high prices on the part of the public.”482
The cotton-production industry also was concerned by an up-tick in German naval attacks
on ships, including neutral American vessels. “Reports of the activities of a German commerce
‘raider’ in the South Atlantic and the loss of considerable tonnage was responsible for another
sharp break” on January 17th, the NYT advised. “One report had it that more than 30,000 bales of
cotton had been destroyed with the steamers sunk during the last fortnight. Confirmation of this,
of course, could not be obtained, and the mere statement encourages the bulls, who same the
elimination of 30,000 bales from the visible supply, and at the same time was the cause of
nervousness and anxiety lest German submarines or ‘raiders’ continue the destruction of ships and
merchandise.”483 Cotton prices declined again on January 20th based on fears over further wartime
disruptions to the cross-Atlantic cotton trade. “Reports of the hazards of ocean shipping are of
great concern to cotton traders, and are regarded as important market factors,” the NYT noted. It
was “suggested that something of speculative short interest had accumulated on the advances
during the earlier part of the month. It is quite possible that part of the buying had been based upon
optimistic views of peace prospects, and that disappointment over the situation was responsible
for part of the liquidation.”484
On January 22nd President Woodrow Wilson addressed the Senate about the prospects for
peace in Europe, and his views about American involvement in mediating an end to the war. 485
The cotton market was jumpy in the lead-up to the address. “Fluctuations were erratic and traders
appeared to be very nervous over the ocean freight situation,” according to the NYT, “a feeling
which was accentuated by the announcement that the President would address the Senate on an
important matter relative to foreign relations. This news brought extensive selling orders.”486
Cotton traders initially struggled to parse the speech, but “As soon as it was learned that this
address would be on the subject of a league to enforce peace,” however, the market steadied, the
TWJ reported.487 Brokers had “crowded around the tickers, anxious to learn the nature of the
President’s remarks,” the NYT explained after the fact, “some thinking that they were likely to be
of momentous importance. It was not long, however, until it was discovered that the address was
not in the least disturbing, and prices promptly rallied.”488
It would prove to be a short reprieve. There was a small decline in prices on January 29th
which the NYT “attributed to disappointment on the part of buyers” over a speech by Kaiser
Wilhem which, “contrary to expectations, contained nothing that could be construed as a further
step toward peace.”489 Cotton traders also had to contend with “reports that the State Department
was considering the question of armed merchantmen, combined with the reported extension of
mine fields in the North Sea, [which] seemed to emphasize the uncertainty of shipping conditions
and doubtless contributed to the decline.”490
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This dip in prices, however, was only a precursor to the chaos to come. On January 31st the
German government notified the United States that they would be escalating their submarine
campaign, to include indiscriminate targeting of ships around the British Isles, the French coast,
and the Mediterranean.491 The note arrived after the close of the cotton market, meaning the
industry was only able to digest the news overnight. The result, the following morning, was a
historic decline in the price of raw cotton that exceeded even that at the outbreak of the war in the
summer of 1914. “The most violent break in prices in the history of the New York Cotton
Exchange occurred yesterday upon the opening of the market,” the NYT reported. “Germany’s
announcement concerning submarine warfare and reports from Washington came as a surprise,
and shocked the trade. There was a stampede around the ring at the sounding of the gong, and
brokers rushed to sell.”492 “The German blockade announcement came as a complete surprise to
the trade,” the TWJ advised, and “The various apprehensions it inspired can be as well imagined
as described. Its effect on the market was the severest break in the history of futures trading.”493
Initially, a repeat of the turmoil of 1914 seemed inevitable, with the industry thrown into
uncertainty and many traders demanding that cotton exchanges close in order to limit losses.
“Before the opening brokers were deluged with selling orders from the South,” according to the
NYT, “and so serious was the outlook regarded that several Southern exchanges, notably Augusta,
Ga., sent urgent telegrams requesting the New York Cotton Exchange to suspend business.”494
This time around, however, the exchange leadership didn’t think it necessary to close. Indeed, they
didn’t even think it was necessary to convene a full meeting of the exchange leadership to discuss
a potential closure.495
Institutional innovations, including the establishment of a Clearing Association through
which all trades needed to be routed and that held capital to guard against losses, made industry
members confident that they could ride out this new difficulty. “It was the general opinion among
cotton brokers that the Clearing Association had averted a perilous condition,” the NYT noted, with
W. L. Johnson, the President of the Clearing Association, Inc., telling the newspaper that the
Exchange “would undoubtedly have closed were it not for the Clearing Association.”496 Across
the American south, however, other members of the raw cotton industry were far less sanguine.
The cotton exchange in Augusta, Georgia closed soon after opening on February 1st, while the
exchange in Memphis temporarily stopped quoting spot, that is immediate, prices. The New
Orleans Exchange, however, maintained normal trading procedures.497
The executive board of the New York Cotton Exchange met on the morning of February
nd
2 and decided to open the exchange that day despite further pleas from smaller exchanges in
Augusta and Charleston, South Carolina to close. Following the big drop the previous day,
“Sentiment was extremely nervous and unsettled,” and the volume of trading was low as traders
tried to parse the varying rumors and news updates flowing in. “Friction with Japan, the sinking

491

“The German Ambassador (Bernstorff) to the Secretary of State,” January 31, 1917, Foreign Relations of the
United States (FRUS), 1917 Supplement 1: The World War (Washington, D.C.: Government Printing Office, 1931),
97 – 102.
492
“Record-Breaking Decline in Cotton,” NYT (February 2, 1917): 5. See also “Stampede in Cotton,” NYT (February
2, 1917): 14.
493
“Submarine Notice Demoralizes Cotton,” TWJ 52, no. 10 (February 3, 1917): 1265.
494
“Record-Breaking Decline in Cotton,” NYT (February 2, 1917): 5.
495
“Record-Breaking Decline in Cotton,” NYT (February 2, 1917): 5.
496
“Record-Breaking Decline in Cotton,” NYT (February 2, 1917): 5.
497
“Record-Breaking Decline in Cotton,” NYT (February 2, 1917): 5.

67

Last Updated: July 12, 2021
of an American steamer, calling of loans by Southern banks, and war with Germany,” the industry
heard it all that day, the NYT reported.498
The following day, February 3rd, President Woodrow Wilson delivered news that the
United States would be breaking diplomatic ties with Germany as a result of their submarine
escalation.499 This, however, served to steady the cotton production industry and led to an increase
in prices. “There was an excited advance in cotton yesterday upon the announcement of the break
in diplomatic relations with Germany,” the NYT observed. “The announcement from Washington
came as a relief from uncertainty, extreme nervousness, and drastic liquidation from which the
market had been suffering during the past two days. The trade seemed to be prepared for it, and
expressed its enthusiasm over the President’s action by a quick upward turn in prices.”500
Why did the break in diplomatic relations, which seemingly brought the United States
closer to full involvement in the war, cheer the raw cotton industry? Some traders saw the increase
in prices as a “patriotic demonstration.”501 Others, however, were closely watching the effect of
the announcement on other industries, particularly those with conflict relevance. “Talk of war,
with consequent activity among the munition makers, had influence in advancing the so-called war
stocks under speculative purchases,” the NYT reported, which could provide an indirect boost to
the American economy and the cotton production industry.502 The industry’s ability to weather the
shocks of the previous two years, and learn from them, also meant that some traders were more
confident in their ability to deal with future uncertainty. “Considering the action of future markets
in connection with the southern spot situation, it would seem safe to assume that it has reflected
confidence in ultimate values, war or no war, combined with uncertainty as to the immediate effect
on values of a war declaration should it come, or of continued success in the destruction of ocean
tonnage through the submarine campaign.”503
Indeed, some cotton traders believed that American involvement in the war might hasten
its end. “The advance in prices” on February 5th following the diplomatic break “was attributed
to better feeling [amongst cotton traders] in respect to international affairs and the belief that the
latest developments would hasten the end of the war,” the NYT believed.504 “Many expected that
our country would not be able to avoid taking part in the war,” the NYT thought, traders’ “reasoning
was that if we should be drawn into it shipments to Europe would be guarded by our navy, and our
government would buy large quantities of cotton for army clothing and ammunition.”505 In sum,
“While very nervous and unsettled, the action of the cotton market during the past week has
suggested that the immediate effect of almost any political contingency had been discounted,” the
TWJ noted.506
Cotton prices had recovered two weeks after the announcement of unrestricted submarine
warfare.507 Despite rumors that Great Britain might embargo cotton shipments in order to prioritize
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ammunition imports,508 cotton prices held fairly steady over the following weeks, as traders “found
little or nothing in the news to cause any change of sentiment as to the political situation,”
according to the TWJ. The industry “realized that almost any day may bring news of the ‘overt
act,’ which may plunge this country into the war,” and yet “At the same time every day that passes
without such a development tends to dull the keen edge of apprehension and to encourage hope
that, after all, Germany may not take such steps as would force us into actual hostilities. The
gradual falling off in the number of vessels actually sunk in the German submarine danger zone
has also tended to encourage this hope on the ground that Germany will be less likely to force the
addition of this country’s resources to those already opposed to her, if the submarine campaign
does not promise to be ultimately successful.”509 The volume of cotton trading slipped, though, by
the end of February as the industry awaited concrete developments. “The uncertainties of the
political and shipping situation have caused nervousness,” the TWJ noted. Still, “the trade is either
becoming accustomed to business under such conditions, or feels that almost any contingency has
been discounted owing to the elimination of speculative interest.”510
Two events in late February and early March—the death of two Americans in the sinking
of the Laconia, a passenger ship, on February 27th, and the March 3rd admission that the
“Zimmerman telegram” detailing negotiations between Germany and Mexico for the latter’s entry
into the war was genuine—further moved the United States towards war and negatively affected
raw cotton markets.511 The Wilson administration’s responses also raised the risk of American
involvement in the war, namely authorizing American merchant ships to arm themselves to fight
off submarine and surface raider attacks.512
Still, the industry felt well hedged against the possibility of war or other calamity. Indeed,
some participants believed that the market was over-hedged and ignoring some potential upsides
of American involvement. “If the recent reduced volume of offerings has reflected a market well
liquidated to withstand the shock, it is equally probable that fresh selling on the bearish view of
shipping conditions, has been held in check by a belief in some quarters that war between this
country and Germany would be ultimately bullish on cotton,” the TWJ believed, “and that armed
protection of American shipping would improve the ocean freight situation.”513 The raw cotton
industry “appeared convinced that war with Germany was now inevitable and that it was only a
question of days or weeks,” the NYT thought, but “This belief did not furnish a clear idea as to
how the cotton market would respond to a condition of war, and under the circumstances there
appeared to be a general disposition to be very cautious.”514
By mid-March the raw cotton industry also faced a new geopolitical challenge: a revolution
in Russia. On March 15th, “Reports of political disturbances in Russia caused sharp reactions after
an early advance in the cotton market,” the NYT reported, although “the losses were partly
recovered and the close was steady, at a net advance of 5 to 16 points.”515 By the following day,
news of the Tsar’s abdication and establishment of a new government had fully reached the cotton
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industry, which caused more “Nervousness and irregularity” in the cotton market.516 Still, it was
somewhat difficult for cotton traders to interpret what the effect of the revolution would be on the
continuation of war, as well its economic effects for them. According to the NYT, “Some traders
found it difficult to believe that any such drastic change in the Government of Russia could occur
without disorganizing affairs generally with an unfavorable effect upon military operations.” Still,
“Press advices, however, read very encouragingly, and on the whole local operators were inclined
to regulate their view of European affairs by the action of the English market. Private cables
indicated that there had been some liquidation by nervous longs in Liverpool during the early
trading, but the close was steady.”517
There were also rumors of a similar revolution in Germany, which drove up cotton prices
before being refuted.518 In contrast, the sinking of three American merchant ships, “called forth
little comment,” the NYT noted.519 All in all, therefore, although “continued nervousness over
political and shipping conditions has caused irregularity, the Cotton market has shown a generally
steady tone during the past week,” the TWJ reported on March 17.520 Some cotton traders were
going so far as to purchase more of the material based on the belief that peace was just around the
corner. The Federal War Risk Bureau’s decision to insure cross-Atlantic cargo shipments—
including raw cotton—at a flat rate also boosted the price of cotton as “it was considered probable
that this action would facilitate exports,” according to the NYT.521 There was “a growing hope of
peace before the end of another year, based partly upon the persistent rumors of disturbances in
the interior of Germany” in the cotton production industry according to the TWJ.522
Inside of two weeks, however, these pacific hopes were receding amongst newfound fears
over American entry into the war. Still, even “With the country on the brink of war, with all which
that implies, the surprising thing recently has been the slightness of the influence exerted by that
fact on commercial activity,” the NYT informed readers on March 25th.523 Drawing a contrast with
the “hysteria” of the business community around the start of the Spanish-American War, “There
is just as much determination as there was then, but there is no excitement. The probability of the
country’s being involved in hostilities has been considered so long that the plunge itself would
even be hailed with a certain kind of relief from the condition of uncertainty.”524
By the end of the month the cotton production industry was expectantly waiting for more
governmental moves. On March 27th “The cotton market…was again nervous and unsettled, with
prices lower under further scattering liquidation which seemed to come chiefly from Wall Street
sources,” the NYT reported. “The tendency to even up commitments was most generally attributed
to nervousness over international affairs, particularly with reference to the situation in Russia, and
the probable action of Congress when it meets Monday.”525 Congress, however, initially delayed
on making any decision on whether or not to further involve the United States in the war. Perhaps
surprisingly, this didn’t unsettle the cotton production industry that much which appeared
relatively prepared for a decision for war. “Business will face a readjustment the moment the
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declaration of war is made,” the TWJ wrote in an editorial on March 31, implying that the cotton
production and industry should start planning for it already.526 “There appeared to be no change of
sentiment around the ring as to the probable action of Congress next week,” the NYT wrote on
April 1st. “Nervousness over political affairs, however, was thought to have been quite fully
reflected in recent trading, with the impression prevailing that any action likely to be taken by
Congress had been discounted. Political uncertainties consequently figured less in the trading than
heretofore, leaving the trade at greater liberty to discuss more ordinary factors.”527
On Monday, April 2nd, 1917, Woodrow Wilson addressed a joint session of Congress to
ask them to declare war on Germany.528 It took the cotton production industry a day to fully digest
the speech, but when they did so it was a relatively positive reaction. “President Wilson’s address
to Congress created a very good impression on the New York Cotton Exchange yesterday,” the
NYT reported on April 4th, “and it was a signal for an upward movement in prices” to the highest
value since Germany declared unrestricted submarine warfare.529 There were multiple motivations
behind this enthusiasm. The industry’s “chief interest [was] in the effect that America’s entrance
into the war would have on the price of cotton,” but “Comment was [also] heard as to the effect of
America’s naval activity on the export situation, the inflation of prices that would follow vast
expenditures of money by the Government, the increased consumption of cotton for war purposes,
and the possibility that recruiting would be done at the expense of farm labor.”530
The upward price movement continued over the coming days, after a slight pause for the
Easter holiday.531 “The President's war message proved the signal for an excited general buying
movement in the cotton market,” the TWJ jubilantly declared, “and there has been a very sharp
advance in prices. The nervousness and hesitation which had characterized the contract markets
toward the end of March, entirely disappeared the momenta definite decision as to international
affairs had been reached, and the bullish view of our participation in the war became the
dominating factor.”532 As it explained further, “The bullish view of this country’s participation in
the war is based upon several expectations as to conditions it will create. In the first place, there is
the hope that the Navy will be able to aid in safeguarding trans-Atlantic business, and that through
this there will be an improvement in the ocean freight situation. In the second place, speculative
sentiment in all quarters can hardly overlook the probability that enormous Government
expenditures will stimulate general business, while the outfitting of armies is expected to find one
of its reflections in the cotton goods market.”533
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4.4 Conclusion
All told, it is relatively unsurprising that the American cotton production industry would
vehemently oppose the start of World War I and turn to the federal government for assistance in
weathering the economic turmoil caused by the conflict. World War I caused the largest disruption
to the international cotton trade since the American Civil War, halting the annual shipment of
cotton from the United States to European buyers and causing the price of raw cotton to plummet.
Both trade preference theory and my additive theory of business war preferences predict that the
cotton production industry would oppose the war based on their belief that it would severely
disrupt international trade and this belief was born out.
My additive theory, however, provides an alternate explanation for the cotton production
industry’s opposition to the war above and beyond disrupted international trade. Namely, raw
cotton’s lack of conflict relevance meant that, unlike the wheat industry, the cotton production
industry couldn’t compensate for any trade related losses in private sales by selling more to
belligerent governments. As a result, the cotton production industry was more likely to oppose the
war than the wheat industry and more likely to turn to the federal and local government for needed
assistance.
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