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EXTENDING RECIPROOAT TRADE AGREEMENT ACT

-

WEDNEBDAY, FEBRUARY 10, 1087

UNITED STATKS SENATE,
Commrrrse: on FiNaNen,
Washington, Do

The committea met, pursuant to call, in the committeo room,
Sonanto Office Building, at 10 a. m,, Sonator Pat Harvison (chaivman)
presiding,

The Cuamsman, The committoe will come to ordor. 1 desire to
place in the record a copy of House Joint Resolution 90 and a vopy
of the Rociprocal Trade kgwmm\nt Act, Publie, No. 316, Seventy-third
Congross,

130,90 Rew, 06, 70th Cong., I8t soss,)

JOIN'T REROLUTION o axtend the authorlty of the President under section 380 of the ‘Tarlit Aot of
1030, an amended

. Resalved by the Senate and House of Representatives of the United States of dmerica
in Congress assembled, "That the period during which the Prosident in authorized
to enter into foretgn-trade agreemoents undor seation 380 of the Tarll Act of 1930,
as amended by the Act (Publie, Numbered 816, Soventhethivd Congress) appm\'mf
.llgmlw ‘!!‘.;J 1084, is horeby extended Tor a further poriod of three yoars from June
37,
R«(\?m:l tho House of Reprosontatives Fobruary 9, 1087,
et
Sorru TriMsLE,
Clerk,

vacm—

[Punnie-No, 310 =780 Conanens)

[ R, RoRY)
AN CACT o stnond the Tarlt Aot of 10

Bo it anacted by the Senate and House of Roprosentatives of the United States of
America tn Congress assembled, "That the Tarkl Act of 1980 is amended by adding
at the end of title TIT the following:

“Pawr HE ~ProMomion or Forsian 'ravy

ONEe, 360, (8} For the purpose of ox‘mndiug foreign markota for the produets
of the United States (s o means of assisting in the prosent emorgeney in rostoring
the Amoriean standard of lHving, tn overcoming domestle unemployment and the
present deonomiv duiwvanlon, i lnerensin the parchasing Pownr of the American
piblie, and in establishing and mpintalning a botter retationship among vavious
wanches of Amerivan agrioulture, industey, mining, and connuores) by rogulnting
the adbwsion of foreigh goods {nto the’ Uinited Statos fn aceordaneo with he
characterinstios and noods of varlous beanehos of Awmoertean production so that
forolgn markots witl be made availablo to those branches of Amoriean production
which roquire and are capable of dovoloping such outlots by atfording corrospond.
ing marked opportanition for forelgn products in the United States, the l’r«\aldont,
whenover ho finds ng o fact that any extsting dutios or other import postrictions
of tho United State. or any forelgn countzy aro unduly hurdening and resteivting

%



2 EXTENDING RECIPROCAL TRADE AGREEMENT ACT

the foreign trade of the United States and that the purpose above declared will
be Promoted by the means hereinafter specified, is authorized from time to time—

‘(1) To enter into foreign trade agreements with foreign governments or instru-
mentalities thereof; and ’

“(2) To proclaim such modifications of existing duties and other import restric-
tions, or such additional import restrictions, or such continuance, and for such
minimum periods, of existing customs or exoise treatment of any article covered by
foreign trade agreements, as are required or appropriste to_carry out any foreign
trade agreement that the President has entered into hereunder. No proclamation
shall be made increasing or decreasing by more than 50 per centum any existing
rate of duly or transferring any article between the dutiable and free lists. The
proclaimed duties and other import restrictions shall ap%ly to articles the growth,

roduce, or manufacture of all foreign cvuntries, whether imported directly, or
indirectly: Provided, That the President may suspend the application to articles
the growth, produce, or manufacture of any country because of its discriminator,
treatment of American commerce or because of other acts or policies which in his
opinion tend to defeat the purposes set forth in this section; and the proclaimed
duties and other import restrictions shall be in effect from and after such time
as is specified in the proclamation. The President may at any timne terminate any
such proclamation in whole or in part.

“(b) Nothing in this section shall be construed to prevent the application, with
respect to rates of duty established under this section pursuant to agreements with
countries other than Cuba, of the provisions of the treaty of commercial reciprocity
concluded between the United States end the Republic of Cuba on December 11,
1902, or to preclude giving effect to an exclusive agreement with Cuba concluded
under this section, modifying the existing preferential customs treatmeunt of any
article the growth, produce, or manufacture of Cuba: Provided, That the duties
payable on such an article shall in no case be increased or decreased by more than 50
per centum of the duties now payable thereon,

“(¢) As used in this section, thé term ‘duties and other import restrictions’
includes (1) rate and form of import duties and classification of articles, and (2)
limitations, prohibitions, charges, and exactions other than duties, imposed cn
importation or imposed for the regulation of imports.”’

Skc. 2. (a) Subparagraph (d) of paragraph 369, the last sentence of paragraph
1402, and the provisos to paragraphs 371, 401, (650, 1687, and 1803 (1) of the
Tariff Act of 1930 are repcaled. The provisions of sections 336 and 516 (b) of
the Tarifl Act of 1930 shall not apply to any articlo with respect to the irmporta-
tion of which into the United States a foreign trade agreement has been eon-
cluded pursuant to this Act, or to any provision of any such agrecment. The
third paragraph of section 311 of the Tariff Act of 1930 shall apply to any agree-
ment concluded pursuant to this Act to the extent only thav such agreement
assures to the United States a rate of duty on wheat flour produced in the United
States which is preferential in respect to the lowest rate of duty imposed by the
country with which such agreement has been concluded on like flour produced
in any other country; and upon the withdrawal of wheat flour from bonded
manufacturing warehouses for exportation to the country with which such agree-
ment has been concluded, there shall be levied, collected, and paid on the im-
ported wheat used, a duty equal to the amount of such assured preference.

(b) Every foreign trade agrcement concluded pursuant to this Act shall be
subject to termination, upon due notice to the foreign government concerned, at
the end of not more than three years from the date on which the agreement comes
into force, and, if not then terminated, shall be suhject to termination thereafter
upon not more than six months’ notice,

(¢) The authority of the President to enter into foreign trade agreements under
section 1 of this Act shall terminate on the expiration of three ycars from the
date of the enactment of this Act.

$EC. 3. Nothing in this Act shall be construed tq give any authority to cancel
or reduce, in any manner, any of the indebtedness of any foreign country to the
United States, :

Sec. 4. Before any foreign trade agreement is concluded with any foreign
government or instrumentality thereof under the provisions of this Act, reason-
able public notice of the inteniion 10 negotiate an agreement with such goveri-
ment or insgtrumentality shall be given in order that any interested person may
‘have an t(){pportunity to present his views to the President, or to such z;gcnc as
the President may designate, under such rules and regulations as tho President
may prescribe; and before coneluding such agreement the President shall seek
information and advice with respect thereto from the United States Tariff Coin-
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migsion, the Departments of State, Agriculture, and Commerce and from such
other sources as he may deem appropriate.

Approved, June 12, 1934, 9:15 p. m.

I would like to have the clerk read a letter that I have just received
from the Secretary of State with reference to the extension of the
trade agreement Act.

(The letter is as follows:)

My DrAR SENaATOR HARRisoN: May I supplement the statcments which will
be made before your committee by Assistant Secretary Sayre and others by offer-
ing brief comment on the joint resolution now pending, which extends, for an-
other period of 3 years, the President’s authority under the Trade Agreements
Act of June 12, 19347 So important do I regard the subject matter of this resol-
ution that I eannot let this occasion pass without setting forth my thoughts with
respect lo it in the light of actual experience since my appearance before your
committee, nearly 3 years ago, in conncetion with your consideration of the
original measure.

I urged upon your committee speedy enactment of that measure as a means
of enabling our country to bring its influence to bear upon ihe imperatively pres-
sing task of achicving a removal or at least a reduction of the numberless barriers
to international trade which had arisen during the depression. I urged its en-
actment as an extraordinary method of dealing with extraordinary conditions, I
urged it because I was firmly convinced that a vigorous initiative on our part in
the field of foreign trade was an indispensable clement in the drive which we
were then making, on many fronts, to bring about a recovery from the most
severe economic depression which our country had ever experienced.

To anyone who looks back on the events of the past few years it should now
be perfectly clear what would have been the trend of affairs in the world if the
trade-agreements measure had failed of enactment. During the depression
trade barricrs had risen to unprecedented heights, and, in consequence, inter-
national commerce had become drastically curfailed in both volume and value.
What remained of the formerly prosperous international trade of the world was
being rapidly diverted away from its accustomed channcls of economic advantage
by the multiplication of preferential and discriminatory commercial arrangements.
In the sphere of international economic relations, a war of unheard-of destructive-
ness was in full progress. And under the impact of these international conflicts,
the domestic forces of economic activity were handicapped and impaired.

Under these conditions there were three courses of action open to us. We
could have sat back, done nothing, and merely watched our export trade sup-
planted by the trade of other countries. We could have embarked upon the
same type of policy as some of the other nations and engaged in a tooth-and-claw
struggle for vanishing trade opportunity. Or we could have made a determined
effort to use our influence for the purpose of bringing about a reversal of the then
prevalent drift toward suicidal economic nationalism.

We chose the third course, By means of the Trade Agreements Act we an-
nounced to the world our determination to put our own house in order as regards
the foreign-trade relations of this country. We made clear our desire and our
eagerness to place these relations with any country, willing to meet us in the same
spirit, upon the peaceful and friendly basis of equality of treatment and mutual
advantage.,

Experience has already demonstrated that this appeal to the common sense
and enlightened self-interest of an economically war-torn world proved to be a
eall of leadership rather than a voice erying in the wilderness. There is striking
evidence, accumulating on every side, that an expansion of international trade,
rather than its artificial and arbitrary reduction through the ereation of obstruec-
tive barriers to its flow, is being increasingly recognized as the road to full recovery
and the way of sustained prosperity. The tide in international economic affairs
is definitely setting in the direction of economic peace rather than economic war.

I am convinced that, by our policy and our action, we have contributea in no
small measure to this happy and wholly beneficial trend. Through the negotia-
tion of 15 reciprocal trade agrecments and through other chanuels of influence
open to us we have helped to divert the economie thinking and action of the
nations from search for isolation or for narrowly sclfish exclusive advantage to a
rebuilding of mutually profitable trade based upon friendliness and fair-dealing.

I shall not dwell upon any particular features of the agreements we have nego-
tiated nor on the manner in whioh the executive branch of the Government has
carried out the clear and uncquivocal mandate of the Congress in entrusting to
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,it the task and the responsibility of trade negotiations. Assistant Sccretary Sayre
and other officials of the Government charged with the duty of carrying on the
work involved are prepared to place before you any information in this respect
that you may desire, :

Mi,; main purpose in addressing you today is to rveiterate my firm conviction—
which I expressed to you 3 years ago and which has become continuously
strengthened by the experience of the intervening years-—that an expansion of
international trade is indispensable to full and balanced economic recovery. Had
we chosen not to embark upon the course of action which we have pursued, the
kind and degreec of recovery which has in the meantime been attained in the
‘United States and elsewhere in the world scareely would have been possible. We
would have been seriously handicapped, in every phase of our broad attack upon
the depression, by the spreading destruction of an ever-sharpening international
economic war.

Our recovery, broad and comprehensive as it has been, will be neither full nor
secure unless we make sure that the task of normalizing international trade rela-
tions, which we have thus auspiciously begun, is carried to completion. And it
goes without saying that a recrudescence of international economic warfare will
spell unimaginable disaster to the whole recovery process.

There is not the slightest doubt that our abandonment of the trade-agreements
program at this juncture would mean a resumption of international economic
warfare which is now showing such marked signs of abatement. Renewed
economic warfare would inevitably mean an intensification of the present-day
poli‘%ical tension which is already pushing many nations in the direction of military
conflict. :

If such a conflict should break out, we shall, of course, do everything humanly
possible to make certain that we shall not be involved in war. But even if we
escape the doom of actual hostilities, we cannot avoid being hurt by the profound
economic upheaval which must inevitably accompany a widespread military
conflict anywhere in the world. There is, of course, only one sure way for us to be
spared the damage wrought by war, and that is for war not to oceur.

There is no more dangerous cauge of war than economic distress, and no more

otent factor in creating such distress than stagnation and paralysis in the field of
international commerce. In the ireara which lie immediately ahead, an adequate
revival of international trade will be the most powerful single force for easing

olitical tensions and averting the danger of war. The most basic interests of our

ation will be bestrayed unless we are able to continue, for some time ahead, to
pursue the same. policy for bringing about such a trade revival as we have so far
pursued under the Trade Agreements Act. Neither constructive thought nor
s,tc)t:uaé' experience has suggested any alternative method of attaining this vita 1
objective.

The CaammmMan. May 1 say that Secretary Hull says that if we
want him here he will be very glad to come. He appeared before the
House Ways and Means Committee and all his testimony is in that
hearing, Dr, Sayre? '

STATEMENT OF HOX. FRANCIS B. SAYRE, ASSISTANT SECRETARY
OF STATE

The CurirMan. Doctor, you have been in close touch, of course,
with all these trade agreements and negotiations?

Mr., Savre. Yes.

The CuammMan. Have you a statement to read?

Mr., Savre. I have, sir. ‘

The Cuarman., Would you prefer that you read the statement
before you subject yourself to questions?

Mr. Sayre. I would suggest doing so, sir, if it is agreeable to the
committee. .

Three 131'ea,r£a ago I had the pleasure of appearing before this com-
mittee when you were considering the passage of the Trade Agree-
ments Act “for the pmg)ose of expandm foreign markets for the
products of the United States.” Today Congress is faced with the

[EE——
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question of whether or not the legislation then passed has proved
wise and fruitful of results, and whether in the light of the experience
of the past 3 years it should be extended for another temporary period.
In discussing this question, may I lay before you as simply and objec-
tively as I can, first, the situation confronting Congress in 1934, which
the act was designed to remedy ; second, the achievements recorded
to date as a result of the administration of the act; and, third, the
conditions which we confront today in the field of foreign trade.

I. THE CONDITIONS IN 1984 WHICH THE TRADE AGREEMENTS ACT WAS
DESIGNED TG REMEDY

Because of America’s high productive capacity, upon which our
standard of living in large part depends, this country normally pro-
duces more of certain types of crops and livestock products than can
profitably be sold in the domestic market. These surplus produects,
from the very first days of the Nation, have been markete(i) abroad.
For instance, we are normally dependent upon foreign markets for the
sale of more than halt uf our cotton crop. Similarly, in 1929 we were
selling abroad about a fifth of our wheat, two-fifths of our leaf tobacco,
a third of our lard, a third of our rice, almost half of our dried fruits.

Unless we can export and sell abroad our surplus production, we
must face a violent dislocation of our whole domestiec economy. Many
of our strongest industries are naturally those in which, because of
climate, soil, natural resources, aptitude of labor, mass production
possibilities, or otherwise, we can produce better products and sell
them more cheaply in the markets of the world than our competitors.
These are, generally speaking, the industries or occupations in which
American labor can produce most effectively. To cut foreign markets
away from them is to cripple our strongest and most rewarding forms
of production. :

furthermore, even though the proportion of our total prodaction
sold abroad is comparatively small, the prostration of important
sections of our economy and the effect of unsalable surpluses on domes-
tic prices may often be disastrous. Contraction of domestic purchas-
ing power and unsold surpluses, which by glutting home markets
demoralize the prices received for that part of the output or crop sold
at horue, spread havoe and cause economic dislocation throughout
the indusiry or occupation. The resulting repercussions are Nation-
wide and affect producers who themselves do not sell abroad:

Our national economy has been geared to support millions of workers
in occupations which have come to be vitally dependent upon foreign
markets. The cutting off of foreign trade means starvation wages
and growing unemployment for home industries. It means city
dwellers walking the streets, hungry, unable to find work. It means
farmers worri;ing how o pay their bills and prevent mortgage fore-
closuves, unable to buy the manufactured goods they need and want.
Economic dislocation and disaster all along the line.

That is in fact the situation in which we found ourselves during
the period following the crash of 1929. The trade highways of the
world hed become blocked with impossible barriers. Traffic had
become choked, International trade fell to a third of its 1929 value.

The United States could not esc%pe the effects of this world-wide
shrinkage of international trade. From 1929 to 1933 the value o
American exports declined by 68 percent, :
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. Senator BarLey. How much was the decline in volume? That is,
the price.

r. SAYrE. I would be glad to have material inserted in the record
showing that, sir. Might I suggest that I discuss the matter further
after I complete my prepared statement, sir?

Senator BaiLey. That is the test. It is the volume, not the price.

Mr. Sayze. Both declined, sir, and I shall be glad to have statistics
inserted in the record showing that.

Here are the figures as to value. It declined from $5,157,000,000
to only $1,647,000,000.

Senator ConnaLLy. Was that the figure for the preceding——

Mr. Sayre. Those were the figures for the years 1929 and 1933, sir,
And, as the Senator asks, I shall be glad to have inserted in the record
t;he(ai volume figures. There was a very material decline in both volume
and price.

Senator BaiLey. Do you have the volume in the domestic trade so
we can compare it?

Mr. Sayri. You mean the total domestic production?

Senator BarLey. No; the shrinkage in the volume.

Mr. Sayre. Ior those 2 years? I think I can get those figures.

Senator BaiLey. I would like to get them for the whole period. T
take it this is the same address that you made to the House committee?

Mr. Sayre. It is very much cut down, sir, but it contains the sub-
stance of the other. I would be glad to have those figures inserted, sir.

(The matter referred to follows:)

Annual index of changes in quantity of total exports of United States merchandise
and in the volume of industrial production in the Uniled States, 192936

[1920=100)

Industrial Industrial
production, production,

Exports, combined Exports, | combined
Year quantity | fndex man- Year quantity | index man-

index ufaetures index ufactures

and min- and min-

erals? oralst
100 100 A2 oo
83 81 4] 80
67 68 59 706
52 b4 N

1 Covers industries which, according to the 1923 Biennial Census of Manufacture, represented directly
and indirectly about 80 pereont of total industrisl production.

Source: Quantity fndex from Foretgn Trade of the Unlied States, 1936, p. 23, Bureau of Foreign and
Domestic Commeree; U. 8. Department of Commeree, adjusted to 1920 as 100.  Volume of Industrial
Production, compiled by Board of Governors of the Federal Reserve System, Division of Research and
Statistics, adjusied to 1020 as 100, .

Mr. SayYre. Our share of the fast-diminishing export trade of the
world declined from 15.62 percent in 1929 to 10.90 percent in 1933.
During that period the value of our raw cotton exports fell by almost
half. Shipments of meat products decreased in value by 67 percont,
and those of wheat and flour by 90 percent. , ‘

Every reduction in a foreign market means a corresponding lessening
of production in the home area, To the resulting losses in farm
income due to lessenéd sales must be added the losses due to the sharp
reduction in domestic prices caused by the glutting of home markets

' . |
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with unsalable surpluses diverted from foreign shipment. The
economic prostration of the farmer had a direct and devastating effect
upon the livelihood of merchants, bankers, those in the service trades,
professional men, and others in our smell agricultural towns. Mean-
while exports of manufactured goods, other than foodstuffs, declined
by $2,400,000,000, or more than 70 percent. Suffering throughout
lghe lcountry became intense. It was evident that something had to
e done.

In a time of such emergency, such Nation-wide peril, it became
evident that the Governmont must take some constructive step. To
an impartial observer it was clear beyond dispute that there could be
no lasting or stable domestic recovery unless and until we found a
way to restore our seriously curtailed export markets. Trade barriers
instituted by foreign governments, provoked to a large extent, it must
be confessed, by our own Hawley-Smoot Tariff Act of 1930, were
eutting us off from the foreign markets without which our return to
domestic prosperity was impossible. Private merchants and traders
were powerless to combat them. Some form of governmental action
was vitally necessary. Congress recognized this; and the question of
mothod was long and carefully considered.

The mere unilateral reduction of such of our own rates of duty as
were excessively high, no matter how wisely effected, could have given
no assurance that the formidable barriers to our commerce created by
foreign nations, would likewise be modified. On the other hand, the
intricate compfexities of foreign trade and the differing commercial

olicies of various nations at the time made any general or multi-
ateral approach seem hopeless.

From: time to time in the past we had sought to stimulate our for-
eign commerce by reciprocal trade arrangements with indiv'dual coun-
tries —with Canada in 1854, with various countries under the McKinley
Tarifl Act of 1890 and the Dingley Tariff Act of 1897, and with Cuba,
in 1802, To this method, as the only practicable one open for meeting
the world-wide emergency, Congress turned its attention, Only
through such a method could the reduction of foreign trade barriers
be assured; only thus could the elimination of foreign discrimination
against American goods be practically gained.

Successful bargaining required authority to act promptly and defin-
itively, Other nations—either through the vesting of authority in
the executive or by .virtue of the parhamentary system which insures
the executive of legislative support—had the power to act promptly.
In the 14-month period prior to the consideration of the trade agree-
ments by Congress, foreign countries had entered into 69 bargaining
agreements relating to customs treatmeut. :

It was to permit similar prompt action on our pari that Congress,
aftor extensive consideration and debates, authorized the President to
negotiate trade agreements designed to expand foreign markets for
American products and, in return for concessions received, to proclaim
modifications of our own duties in the course of a specified procedure
within carefully restricted limits and according to adequately define:
standards that fully safeguard the interests of domestic producers in
the home market. ,

.The constitutionality and legal aspects of the act were carefully
discussed and considered before its passage. It does not seem neces-
sary to do so again.. 1t will be recalled that a caveful analysis.of legal
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recedents was submitted to this committee in the course of the hear:
ings of 1934 during the consideration of the present act. (Hearings
before the Finance Committee, 73d Cong., 2d sess.,, on H. R. 8687,
pp- 82 et seq.) Since that time several opinions of the Supreme Court,
notably that rendered on December 21 last in the case of United States
v. Curtiss-Wright Export Corporation, have further clarified the issues
involved and have conclusively demonstrated the constitutional
validity of the Trade Agreements /ict. In order not to weary you
uselessly, therefore, I should like to offer for ‘the record the memo-
randum which I have here which in the light of recent decisions further
discusses the legal aspects of the act.

The Cuairman. It may be incorporated.

(The document referred to will be found at p. 71.)

Mr. Sayre. In framing legislation for the purpose of expanding our
foreign markets Congress had to choose between two sharp alter-
natives in determing the basis of negotiations. The one alternative
was the giving and seeking of exclusive trade preferences, each side
endeavoring by shrewd ‘““Yankee trading” to out-trade the other.
This is the method which certain European nations had tried in the
post-war period with such lamentable results. It is the practice
which more than anything else led to the growing strangulation of
international trade. What many fail to understand is that every
preference exclusively granted to a single nation constitutes in its
very essence a discrimination against all other nations. Once the
Umted States begins discriminating against other nations, they will
naturally begin discriminating against us. We would ' thereby
surrender the very basis for our protection of American commerce
abroad, for when we once cease to give equality of treatment to others
we can no longer demand it for ourselves. Trading in preferences
feads inescapably and inevitably to economic chaos. Stability is
sacrificed to conflict. Furthermore, experience has shown that trad-
ing in preferences requires governmental control of exports and im-
ports to make the preferences effective. In other words, trading in
preferences and discriminations not onty would leave American com-
merce defenseless agnirst retalintory discriminations by foreign
countries, but would lea.? inescapably to a regimentation and strait-
jacketing of American business at home, which would be utterly
inconsistent with American democratic traditions.

The second alternative, which was the policy adopted by Con-
gress, i . ‘gotiation on the democratic basis of equality of treatment
of all nations alike—the principle upon which American foreign com-
mercial policy has firmly rested ever since the first days of our Re-

ublic. ‘i‘his means neither giving nor receiving exclusive preferences,
Eut granting the benefits of tariff reductions to all nations alike
which give to us the benefit of their own minimum rates, including
those under their existing or future trade arrangements with other
countries. There is here no giving away of something for nothing;
concessions given by us to one are extended to other foreign nations,
but only to those which give us in return the benefit of all concessions
which they have made or may in the future make to third countries.
As George Washington said in his famous Farewell Address: “Har-
mony and & liberal intercourse with all nations are recommended
by policy, humanity and interests. But even our commercial policy
sﬁ’ould hold an equal and impartial band, neither seeking nor grant-
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ing exclusive favors or preferences.” That has been the cornerstone
of American commercial policy ever since, That constitutes the
very essence of American democracy; that is, equality of treatment
to aill. Only thus could one of the basic purposes of the act, the
removal of foreign discriminations against 'American commerce, be
achieved. Only thus could genuine protection be assured for American
commerce abroad. .

11, ACHIEVEMENTS UNDER THE TRADE AGREEMENTS PROGRAM

Next, I want to lay before you, if I may, as a help in evaluating the
practical worth of the trade agreements program, some of the results
thus far attained. 1 do not want to weary f'on with statistics. Need-
less to say, I shall be glad to answer, to the best of my ability, any
specific question relating to the operation of the program which any
of you, gentlemen, may wish to put to me.

In the approximately 2 years since the act was passed, very definite
progress toward the goal set by Congress has been achieved. Agree-
ments have been concluded with 15 countries, 1 of which became
offective in 1934, 3 during 1935, and 10 during 1936. The fiftéenth
agreement, that with Costa Rica, is expected to come into force shortly.

The list of agreement countries, a copy of which I offer for the
record, includes some of the major commercial countries of the world.

The CuairmMaN. Tt may be incorporated.

The document referred to follows:

DepARTMENT OF STATE,
January 18, 1987,
Trade agreements calendar

I. PRELIMINARY ANNOUNCEMENT THAT NEGOTIATION OF A TRADE AGREEMENT
. Is CONTEMPLATED

Latost date

for subntic-
Date of pre-
Country : liminary an- t:?nun:\:fsg&;‘.
nounwmcpt products to
be considered
FLCUROT . e easeamcccmecaaae e unnrmenane oo matmanrransaesaaasan Jan., 7,1937 | Feb, 4,1087

11. PUBLIC NOTICE OF INTENTION TO NEGOTIATE

Publio notice | Latest date

of intentlon | for submite | Late for oral

Country to negotinte | ting written "'g?“"i“‘""“
fssued .| statements views

<{ Bept. 7,1084 | Oct. 15,1034 | Oct, 22,1934
-] Sept. 17,1034 | Nov. 5,1034 | Nov, 12,1934
Jan, 16,1935 | Mar. 4,1935 | Mar. 11,1035

E1 Salvador.
Spain ..
Ttaly ...

i Negnl]ntlons fnactive. When negotiations are resnmed, publie announcemont witl be made and renewed
opportunity to present views will be afforded prior to tho conclusion of an agrestuent,



10 EXTENDING RECIPROCAL TRADE AGREEMENT ACT

Trade agreements calendar—Continued
IIf. TRADE AGREEMENTS S8IGNED

Oountry Signed Effective
Cuba. Aug. 24,1034 | Bept, 3,1034
Bragil, IO Fob. 2193 | Jan, 11930
Feb. 27,1935 | May 1,1935

Mar. 28,1935 [ June 3, 1435
May 25,1035 | Aug. 5,1938
Sept. 13,1935 | May 20, 1936
Nov. 16,1935 | Jan. 1, 1036

Dec. 18,1935 | Mar. 2,1038
therland India,

{3 (2
1 Telands s Dec. 18,1035 | Fob. 1,1938
...... Jan, 0,1936 | Feb. 15,1036

Haltl..
Sweden.

, nelu
st India

The Netherlands
Netherland Wo:

Switzerland. . i

Nicaragna. . Mar. 11,1836 | Oct. 1, 1938
Quatemum Apr. 24,1836 | June 15, 1036
France and its colonies, dependencies, and protectorates other than Moroce May 6,1836 | June 15, 1936
Finland. .. May 18,1936 | Nov. 2,1930
Costa Rica Nov. 28,1936 [O]

£ 30 days from date of exchange of instruments of approval and ratification.

Mr. Sayre. It includes Canada, which occupies first place as a
supplier of our imports and is second only to the United Kingdom as
& purchaser of our exports. It includes such industrialized countries
as France, ordinarily our fourth or fifth best customer, Belgium, the
Netherlands, Switzeriand, and Swedon, It includes also countries
which are among our chief sources of industrial raw materials and
tropical foodstuffs. Among these latter specia! mention should be
made of Cuba, which is normelly arong the first dozen buyers of our
exports. In 1929 our trade with the 15 trade-agreement countries
exceeded 3 billion dollars. On the basis of 1934 figures our trade
with these countries was 37,7 percent of our total foreign trade,

In the 15 agreements, concessions have been obtained of benefit
to a wide class of our agricultural and industrial export products.
One of the serious situations which our farmers were fucing in 1934
was the increasing trend toward national self-sufficiency in foreign
countries and in consequence a growing movement for extreme pro-
tection for agricultura‘ products in countries on which we were
normally dependent for the sale of large quantities of our agricultural
surpluses. To our farmers and agricultural interests, therefore, the
trade-agreements program is a matter of vital importance. Despite
these policies of agricultural self-sufficiency which are extremely
difficult to combat, tariff and tax reductions and liberalization of
import quotas have been obtained with respect to agricultural com-
modities that comprised nearly a third of our 1929 agricultural exports
to trade-agreement countries. In addition, these countries have
bound on their free lists or at existing faverable rates agricultural

roducts which in 1929 accounted for almost another third of our

arm exports to them. Moreover, due to our policy of equal treatment
to others, we have by means of general provisions secured in return
nondiscriminatory application to American trade of remaining restric-
tions and have also secured the assurance of any benefits which may
in the future be extended to other countries.

Literally hundreds of concessions, in one form or another, have been
granted to us for our farm products. These benefits extend to tobacco;
raw cotton and cotton manufactures; wheat and wheat {lour; bacon,
ham, lard, and other moat products; fresh, dried, and canned fruits;
and milk products.
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Concessions obtained on behalf of American industrial products are
also numerous and cover & wide range of manufactures and semi-
manufactures. Among important groups of commodities thus bene-
fited are iron and steel semimanufactures, automotive products,
electrical apparatus, industrial, agricultural, and business machinery,
rubber products, textiles, and various American specialty products.

With the committee’s permission, I should like to introduce into
the record a list of the principal export commodities with respect to
which valuable concessions have been secured, indicating the countries
in which benefits have been gained with respect to each of these com-
modities. It is an impressive list, and I will be glad to answer ques-
tions at the end of my statement concerning it.

Senator VANDENBERG. May I see it?

Mr. SaYRE. Certainly. [Ifanding paper to Senator Vandenborg.]
This, you understand, Senator, is not a complete list of commodities.
It is only some of the more important ones, and I hope I may have a
chance after I am through to answer more specifically particular
questions about it. ‘

The Crairman. The list will be put in the record.

{(The document referred to follows:)

ConcessioNg OBTAINED IN TRADE AGREEMENTS

The wide range of benefits which have been provided for our export trade is
indicated by the following list of important agricultural and industrial products
upon which reductiouns in duty or liberalization of other restrictive measures have
been obtained iu trade agreements:

AGRICULTURAL PRODUCTS Agreements
Canned peaches . . . o e ccmace e 12
Cuba, Belgium, Haiti, Sweden, Brazil, Canada, Switzerland,
Honduras, Colombia, Nicaragua, Finland, Costa Rica.
Canned PeArs. ..o i a e memme e m 12
Cuba, Belgium, Haiti, Sweden, Brazil, Canada, Switzerland,
Honduras, Colombia, Nicaragua, Finland, Coste Rica.
Canned grapefTilit.. .. .o o oo e e ne e 10
Belgium, Sweden, Brazil, Canada, Switzerland, Honduras, Colom-
bia, France, Nicaragua, Finland, Costa Rica.
Canned pineapple. « . .ot i i e cme e e an e 11
Belgium, Sweden, Brazil, Canada, Honduras, Switzerland, Colom-
bia, France, Nicaragua, Finland, Costa Rica.
Canned fruits for 8a1ad. -« oo iii e e caicmmcmeaanaan——— 13
Cubs, Belgium, Haiti, Sweden, Brazil, Canads, Honduras, Switzer-
land, Colombia, f‘rance, Nicaragua, Finiand, Costa Rica.
PrUNES . o o e emcmaseam e maaa 10
Cuba, Belgium, Haiti, Netherlands, Switzerland, Honduras, Colom-
bia, France, Nicaragua, Finland.
RAIBING.. .o oo e vem e m e e m i m e mmm e 10
Cubs, Haiti, Sweden, Netherlands, Honduras, Colombia, France,
Nicaragua, Finland, Costa Rica.
Dried APPIES. - oo e e m e e cem e aemn s — 9
uba, Belgium, Canada, Netherlands, Honduras, Colombia, Nica-
ragua, éwitzerland, Costa Rica.
Dried aPricots. oo o e c e c e o e cwac e cmem e amnmenmann 11
uba(,5 Belgimmi\I Haiti, Canada, Netherlands, Switzerland, Hon-

duras, Colombia, Nicaragua, Finland, Costa Rica.
Fresh aﬁp]es ...................................................... 7
Fresh aiti, Sweden, Canada, Colombia, France, Finland, Netherlands.
FPICEI POATS . - e e v ot e wmmme s m e mmm e m Ao b
Belgium, Haiti, Sweden, Canada, Netherlands, Colombia, France.
Oranges....ceeeccmccocnnenn P A R 2

Canada, Colombia,
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AGRICULTURAL PRODUCTS—continued Agreements
7

Gmpcfruit ..........................................................
5 Belgium, Sweden, Canada, Netherlands, Colombia, I‘rancc, Finland.
TRPES . e e e e e e
pes Haiti, Canada, Coluombia.
Pork and pork PROQUCES . . - o et e e e et n
Cuba, Belgium, Haiti, Canada, Honduras, Colombia, Guatemala,
France, Costa Rica.

o Cuba, Ham, Canada, Switzerland, Colombla, Nicaragua, Finland,
osts R

Cuba, Canada, ("nlombla, Haiti, Guatemala.
0leo 0l 800k AN BUSRITNC.« - - o - - o o oo oo
uba, Canada.
Prepared milk products.. . .o .ol e
Haiti, Brazil, Honduras, Colombia, Guatemala, France, Nicaragua,
Costa Rica
Vegetabies, fr(-sh and dried. ..o e
Cuba, Haiti, Canads, Colombia, if'rance.
Canned vegetables ...................................................
Cuba, Sweden, Brau), Canada, Switzertand, Honduras, Colomhm,
France, Nicaragua, leand Costa Rica.
Tobacco and tobaceo produets. - ... -
Cuba, Colombia, Costa Rica.
Vegetable oils and fats. ... . ... iiiiicaaaaaan T,
Cuba, Canada, Guatemala,
Oatmenl. . .. e e e am
Cuba, Belgium, Brazil, Canada, Hondums, Guatemala. N
Crackers and BiSCUItS. . o .o e
Cubs, Canada, Honduras, Colombis, France.

Breakfast foods. - - L. e an—aaaan
Sweden, Canada, Colombia, Costa Rica.

Cornstarch. . . o e e
Cuba, Belgium, Colombia, France.

MALbo o e e

. Cuba, Canada, Irance

Ry e e e e e e e A ———
Canada, France.

Rye lour. oo e e
Canag

RICC - oo e e e e e S e e
Cuba, Canada, France.

OREE - e e — e md e ——————
Cuba, Canade, France

tha ............................................................
Canada, Netherlands.

WHEAE FLOUI Ao vt e et e mm e et deaama
Cuba, Canada, Netherlands.

Linseed COK@- . o e e m i ———————————
Chiba, Belgium.

FISH PRODUCTS
Canned salNON .o L o

Cuba, Braazil, Canada, Swnnmlmld Honduras, Colombm., Guate-
mala, France Costa Rica.
Canned sardines (mcludm Pilehards) .. .o
Cuba, Belgium, %mmdu, Sw:tzerland Honduras, Colombia,
Guatemala, Francv Costa Rica.
Canned shelfial ... o s e a e w—————————
RCH))&, Canada, Sw lt/orlund Colombia, Guatvnmla, France, Costa,
ica.

o

NN W Ao S W [> < -3

o
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INDUSTRIAL PRODUCTB

13

Agreements
Passenger asutomobiles and ehassis. . ..o e 8
uba, Belgium, Brazil, Canada, Switzerland, Colombia, Guate-
mala, France,
Trucks, busses, and chassis ... ... At 5
Cuba, Brazil, Canada, Switzerland, Colombia.
Automobile engines, parts and accessories. ... .. _ ... ... e 6
Cuba, Belgium, Brazil, Canada, Colombia, France.
LY e e — 6
Cuba, Haiti, Brazil, Canada, Colombia, France.
Rubber tires and inner tubes. .o e e 9
Cuba, Haiti, Sweden, Brazil, Canada, Switzerland, Guatemals,
France, Finland, .
Rubber belbing. .o oo e e 4
Belgium, Brazil, Canada, France.
Cotbon AN . o o et e 3
uba, Canada, France.
Cotton piece goods.. . ... ..o ... e 5
uba, Canada, Honduras, Colombia, France.
SR NMOMIeLY o o e et e e e e —— 6
uba, Belgium, Canada, Colombia, France, Costa Rica.
Rayon fabries. ... e 3
Cuba, Canada, France,
Lumber and timber. . . . e 6
Cuba, Belgium, Canada, Switzerland, France, Costa Rica.
Petrolewm products. .. ..o eana 4
Canada, Switzerland, Colombia, France.
[ron and steel plates and bars.._ ... ... et ———— ———— 4
uba, Conada, Colombia, France.
Iron and steel wire. ..o e —————— 3
Cuba, Canada, France.

Metal furniture. - . e 7
Cuba, Brazil, Canada, Colombia, Guatemala, Finland, Costa Rica.
Cooking and heating equipment..___..._. e ———— 4

5\11)9., Canada, Switzerland, France.
OO . o v e e e e e e m i —m—————————— 4
Cuba, Brazil, Canada, France.
Agricultural machinery 3
Cuba, Canada, France.
Industrial machinery. ... .. .o a e aa e 4
Cuba, Brazil, Canada, France.
Radio apPParatus. .. e ede . e e e 8
uba, Belgium, Haiti, Brazil, Canada, Switzerland, Guatemala,
¥rance.
Flectrie pefrigerators. . .o e d et e 4
Cuba, Canada, Switzerland, France,
Bat T e . e o e e e e e e e e 4
Cuba, Canads, Brazil, France. .
Eleotric motors..._... e 3
Cuba, Canada, France.
Typewriters, cash registers, and business machines. ... ... ... - [
Cuba, Belgium, Canada, Switzerland, Colombia, France.
Aireraft, parts, and 8eCeBBOTIONS . « v v et e i acm e 4
Cuba, (ﬁanudu, Colombia, Yrance.
Railway cars and parts_ . . ..ot e i e ae e —n 3
“uba, Canada, France,
Medicinal and pharmacentical preparations. o ... oo il LaLll - 8
Cuba, Iit\iti. Canada, Honduras, Colombin, ¥rance, Nicaragua,
Costa Rica. '
Paints and varnishes. ... .o ccvneanzann .o e e 9
Cuba, Belgium, Brazil, Canada, Colombia, Guatemals, France,
Nicaragua, Costa Rica.
Chemieals. o . cv e o cdmcmc e e .. - m—— - b
Cuaba, Canada, ¥France, Honduras, Sweden.
Soaps, cosmeties, und othor toilet Preparations. .. .ee e an i cwanon 8

Cuba, Sweden, Colombia, Brazil, Canada, Honduras, France, '

Costa Rica.
12600337 -pt., 1- -2
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Mz, Sayre. To open up trade channels trade barriers naturally must
be reduced on both sides. This does not mean free trade. It does not
mean throwing open the flood gates so as to allow the importation of
great quantities of foreign goods which are highly competitive with
our own. It does not mean, as some would have you believe, lessened
home production in return for increased foreign production, nor less-
ened production in American industries for home consumption in
return for increased production in Americun export industries. What
it does mean is reducing on both sides such barriers as have no eco-
nomie justification and cause injury rather than benefit to our Nation as
a whole. If by the judicious mu{v careful lowering of an unjustifiable
trade barrier, we can increase our national trade without substantial
injury to efficient domestic producers, both countries gain, The re-
sult is increased production in both countries, since the peoplo of each
desire more of the goods of the other. This has been our constant
objective in the administration of the Trade Agreement Act.

Senator Vanpensere, May 1 ask one question at that point?

Mr. Sayre. Certainly, sir.

Senator VANDENBERG. You have stressed that you are interested
only in the unjustified trade barriers, May I ask if the American cost
of production has any bearing on the Department’s judgment as to
whether a barrier is fair or unﬁxir?

Mr, Sayre. It certainly has some bearing. There are many
factors which have a bearing upon that question, and which under
the provisions of the Trade Agreements Act itsolf, should be and are
brought under consideration, Cost of production is one of them;
tariff history is anciher of them; the place of the commodity in the
whole American economic structure is another one of them. The
effects of a suggestod concession on tho particular American industry
and on other allied industries is still another factor. In other words,
cost of production is one important factor, but only one among
numerous others,

Senator VanprnsErRGa. Would you call it a controlling factor?

Mr. Sayre. No, sir; I would not call any single one a controlling
factor, It would be a great mistake to concentrate on oue alone, to
the exclusion of others, I should like to expand on that answer a
little later, after I have completed this statement, because I would
like to go into the matter more doeply, Senator, if T may.

Senator Vanpensera, All right,

Mr, Sayre. Thus, in return for concessions benefiting our exports,
the United States has granted moderate tariff reductions; but no! a
single reduction has been made oxcept after the fullest and most
careful study of what would be its effects direct and indirect upen
domestic industries. In the course of these studies, elaborate reports
have been prepared by governmental experts of the Tariffl Commission,
the Departments of Commerce, Agriculture, Treasury, and State.
These have been painstakingly studied; and they have been. supple-
mented by the views of interested private individuals, presented by
word of mouth at Sublic hearings, by briefs, or by less {ormal corre-
spondence. In addition, constant conferences have been held and
are daily being held between interested producers or business groups
and officials in the various government departments to discuss the
effects of various proposals, or possible tariff reductions, with relation
to their particular enterprise or business. : .
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Senator ConNavrLy. Dr. Sayre, right there, in what form are these
constant conferences held? Are they public where anybody cen go in,
or are there just little groups?

Mr. Bayae. They ave of different kinds, sir.

Senator ConNaLLy. I have heard a good deal of complaints that
interested people could not get a hearing before the Department.

Mr. Sayne. Ishould welcome the chance to answer that, sir, May
1 defor the answer until I complete the statement? I want very muc
to have a chance to answer it.

Sensutor ConnarLuy. I will be glad to have you. I probably will not
be hoere because I have to go to the Supreme Court.

Mr. Sayre. Ibeg your pardon. Letme answer it right now.

Senator Connanny. I do not want to break into the line of your
talk, but since you brought it up, I would see who it is that can get in
over at the State Departmont and who cannot,

Mr. Sayre. Instead of answering it at this time fully, let me give a
full answer later, and answer you very briefly now. The open hearings
ave held before what is known as the committee for reciprocity infor-
mation, which is a committee composed of representatives of all the
different departments concerned. Those hearings are held in the
building of the Tarifl Comimission.

Senator Connarry. Who are all the departments concerned?

Mr. 8ayre. The State Department is one. The Tariff Commission
is another. The Department of Commerce is another. The Depart-
ment of Agriculture, and the Troasury also are concerned.

Senator ConnarLy. What standing has the Department of Com-
merce with regurd to this matter? It is the responsibility of the State
Department?

Mr. Sayre. Not altogether, sir.  Of course, under our Constitution,
the Secretary of State is charged, I suppose, under the direction of the
President, with the immediate responsibility of negotiating trade
agreements. On the other hand, the act which delegates the power to
the President of negotiating these agreements, you will remember,
gpecifically provides in section 4 that before concluding any such
agreement, the President shall seek information and advice with
respect thoreto, from the United States Tariff Commission, the
Departments of State, Agriculture, and Commerce, and from such
other sources as he may deem proper.

Senator CownarLy. Exactly, but that does not put on them the
resrionslibility of all sitting down to doit. The State Department has
to do that.

Mr. Sayre. I suppose the President has the responsibility for the
trade agreement, and whaiever praise or whatever blame attaches to
the agreement, must attach to the President. On the other hand,
the President has advisers; he has the Secretary of State, he has the
Secretary of Agriculture, and various others to advise him. These
trade agreements concern agriculture very greatly; agriculture has a
vital concern. We would not want to move with respect to a trade
agreement without the full consent—more than the consent; without
the desire—of the Secretary of Agriculture. In the same way, the
Department of the Treasury is concerned because these trade agree-
ments affect revenues. We make concessions in many trade agree-
ments cutting the tariffs which sounds like & decrease in revenue.

¢
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On the other hand, in many of our trade agreements, and, I think it
is true of most of them, the result has been Increased revenue because
of increased imports,

Senator Crark. Mr. Secretary, do you have any figures on that
point? 1 do not want to interrupt your statement.

Mr, Sayre. 1 should prefer, if I may, to finish my statement and
then 1 should like very much to discuss all these questions with you.

To complete my answer to you, Senutor, we have this Committee
on Reciprocity Information composed of representatives from the
various departments concerned and from the Tarifl Commission.
The hearings have been conducted, until his death at the beginning
of this year, under the chinirmanship of the late Mr. Thomas Walker,
Page, Vice Chairman of the Tariff Commission, Those hearings
are open; to those hearings everyone is welcome,

Senator ConNaLLy. The point I am getting at is this, you may have
those hearings but a lot of interested partics complained to me they
had no opportunity to got into any hearing.

Mr. Savre. Those complaints are quite without foundation, be-
cause the hearings have beon open to any and all who are intevested,
and except in the case of the Cuban agreement, we have always given
a minimum notice of 6 weeks in advance.

Senator ConnarLry. Have you had o hearing on the Canadian
reciprocity agreemont, a public hearing?

r. Sayre. Wedid, sir. It was an open hearing to which everyone
was welcomo who cared to come. The Committee on Reciprocity
Information holds open hearings and the testimony is distributed by
that committee to all the interested departiments and to all those
who are actually in the work of carrying on the negotiations. 1In other
words, that committeo is a convenient distributing center for this
information. The information given it is not buried or lost in that
committee, believe me.

Senator CoNnaLLy. How can a party that is not on the board, I
mean the public, the people, how do they get this information?
Yol;trscutter it among your own group but I am talking about the

ublic.
P Mr. Sayri. In addition to that oral information, there comes in
written information in the form of briefs. Some who turn in informa-
tion in the form of written briefs ask that it be kept confidential.
Such information is not made })ublic. Information, however, given
at the oral hearings may be heard or later examined by anyone
interested.

Senator ConnaLLy. Why should that be confidential?

Mr. Sayre., Some producers, sir, feel that they are giving informa-
tion-—perhaps in relation to their particular business-—that they would
not want competitors to know. There are cases in which information
has been given us on the understanding that it shall be kept confiden-
tial. 'We could not reveal that to the public and keep faith with the
business groups or the business interests who have given that informa-
tion, gir.  On the other hand, as to information which is not of a
confidential character, since anyone, as I say, is free to attend these
open hearings, the public is at liberty to gather such information as
is gmsented at those hearings.

Senator Wavrsi. You maintain a ¢alendar so that the public can
see the subjeets that are under consideration?
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Mr. Savre. Yes, Of course, these hearings, sir, have been fixed at
given definite dates for prospective trade agreements. That is, when-
over the Svcretary of State gives notice of the intention to negotiate
a trade agreement, in the notice itself he fixes a date for the hearing
by the Committee for Reciprocity Information. That, as I say,
generally has been s minimuin of 6 weeks, and-usually much more than
6 weeks in advance.

The notice also contains the name of the chairman of the com-
mittee, and contains a request that written briefs be filed prior to
such and such a date, that hearings will be held at such and such a
date, and that all those interested will be welcome at the hearing,

Senutor ConnarLy. Does that notice indicate the subject matter?

Mr, Sayre, Yes; that notice contains the name of the country with
which negotiations are about to be conducted.

Senator ConnaALLY. No; but it does not mention the commodity?

Mr, Sayre, It did not until the beginning of this year, and did not
for a reason—let me make clear why it did not. The matter was
debated 3 years ago when we were considering the passage of this
act. It was determined that all the information really necessary
would probably be secured if we gave a list of all the commodities
which entered into the trade between the United States and the
country with which negotiations were about to be entered into. So,
at the time of giving notice of intention to negotiate, we published a
list of all the commodities entering into trade between the two
countries,

We felt at that time that it would be difficult to list the commodities
on which concessions might be made because until the negotiations
actually began we were not sure exactly what commodities would be
dealt with in any trade agreement. We have since, however, amended
that procedure and we are now trying out the practice, first, of giving
notice that we are contemplating negotiations with a certain country,
and asking anyone interested to suggest the commodities to be con-
sidered in connection with the trade agreement withi that country.
That gives us o chance to collect data from those interested. Then
at a later date we will publish a formal notice of intention to negotiate.
When that notice of intention to negotiate is given we now intend to
list the commodities with respect to which we have under considera~
tion the granting of concessions to the country in question. In other
words, we are now going further than we thought at first was possible.
Our new proposal adds somewhat to the cumbersomeness of the pro-
cedure; but we feel that it is practicable and we feel that it will be
helpful. We hope it will be. Our object is to be of service to the
American producer insofar as we can.

The Cramemsn, Doctor, in that notice which you give, the latter
notic‘?, you list there the commodities on which you intend to nego-
tinte

My, Sayre, Yes, sir,

The Cuamman, Do you restrict these negotiations to those com-

modities?
Mr. Sayre. We restrict the negotiations to the commodities.
Senator ConvaLLy. My inquiry was to elicit that very fact, be-
cause if a notice was given that we are going to have a trade agree-
ment with Ethiopia, for instance, without saying anything about the
IR T e

)

commodities, the public would not know much about it.
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Mr. Savre. Except that we have up to now published & list of all
the commeodities which enter into the trade between the United States
and the other country concerned. Henceforth, we expect to make it.
more specific. We will issue a list of the commodities on. which con-
cessions are contemplated, and we will not make concessions except.
respect to the commodities listed..

enator ConnaLLy. That is an improvement over the old way.
. Mr. Sayre. I think it is an improvement from the viewpoint of
helping the American producer. However, it makes the machinery
more cumbersome. It is going to slow proceedings somewhat; but
I think probably the gain will outbalance the cost.

Senator King.: I assume, though, that if during the negotiations
it should be demonstrated that it would be advantageous to include
within the negotiations some product not mentioned

Mr. Sayre. Then we would have to give a fresh notice, I suppose.
Let me say, Senator King, we are working this thing out oxperi-
mentally. We felt there was room for improving the procedure which
we have been following during these 3 years. It does make the ma-
chinerK a little more cumbersome; but we felt, as I said a moment ago,
that the gain would outweigh the cost.

Senator Gerry. Does it make it very cumbersome? Formerly you
gave a list of all the commodities covered in the trade, and now
1s;ou give a list of only the specific ones. Therefore, I should think tho

earings would be shorter.

Mr. Sayre. The hearings may be shorter, but we are thinking
about the negotiation of the trade agreement. Suppose a foreign
country says, “We want a concession on such and such a commodity,”
which is not covered in the list. If they do that, 1 suppose we will
have to begin all over again, should they make that thoe price of
concluding the trade agreement. That might mean a delay of months;
I don’t know. Wae are working this thing out now, Senator.

We have felt from the beginning that we wanted to carry out the
desires of Congress in issuing this mundate to the President. We
have been meticulous about trying to protect American intorests and
American producers so they will not bo unduly injured, Here is &
step we think we can safely take. It will be at some cost but I think
we can safely take it. We want to go as far as we can, sir, ‘
- Senator VanpENBERG, Dr. Sayre, the committee that hears the
witnesses has nothing to do with the negotiations or the decision; is
that correct? '

Mr, Sayre, That may be correct or that may not be correct, sir.
Let me explain to you what the situation is. The committee for
reciprocity information is composed of representatives from each one
of the departments concerned. Fach department head names his own
representative. He may name on the committee a negotiator or he
may name one who is not a negotiator. It is a committeo of experts,
and normally experts would not be negotiators, although there are
exceptions again and again. In other words, the answer to your
question depends upon the individuals who may comprise the com-
mittee at any given time. C
. Senator VanprNsERra. But, speaking generally, the actual negotia-
tor would only have second-hand information. . _

Mr, Sayre. Speaking generally, the actual negotiators are men
who are not sitting on that committee. I say generally, because that

. 18 not true in the case of certain individuals.
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The Cuarrman. Is the testimony taken down at the hearings?

Mr. S8AYrE. Yes; it is. Then the testimony is digested, and these
digests as well as the briefs and the written statements which are
presented are circulated among the departments concerned, among
the negotiators, among those who are really at grips with the situa-
tion.

Senator Vanpensrere. Would it be feir to say that the actual
negotiators and those who make the decisions have to rely upon the
interpretation given them by the members of this committee receiving
the testimony that has been taken?

Mr. Sayre. No, sir; it would not.

In answer to your question, sir, the negotiators, those who are
really at work on the fashioning of the trade agreement, are not limited
by the testimony given at those hearings. Before a trade agreement is
announced preliminary work is done, often for months, We set ex-
perts at work studying each particular commodity concerned in the
trade between the United States and that particular country. The
result of that is the preparation of a mass of material. I remember in
the case of one trade agreement that there were actually 14 volumes
of bulky, massive documents. That mass of material is then studied
through, worked over and put into shape. 1If as a result of this study,
there appears to be a likely prospect for a trade agreement, wo in the
State Department begin sounding out representatives of the country
concerned as to whether or not they would like to enter into a trade
agreement, and, if so, upon what basis the negotiations should be
carried out, That is to say, we sound them out to ascertain whether
they would be willing, for mstance, to negotiate on the basis of most-
favored-nation treatment, that is equality of treatment, of complete
climination of discrimination against American trade, and so on.
If agrecment can be reached as to these general principles, then if we
desire to go forward with the negotiations, we announce that negoti-
ations are contemplated with thet country, and a date is fixed for
these open hearings.

Scenator Gerry. Are these hearings printed for the public?

Mr. Sayee. They are not printed and distributed generally because
the testimony is so bulky that it would not be worth the cost. The
situation, 1 believe, 1s much the same as that in connection with the
other administrative agencies.

Scenator Gerry. Yes, but can they be obtained?

Mr, Sayri. They can be obtained ; yes. There have been a number
of instances whore attorneys or otbers particularly interested have
applied {or written testimony. I am correct, I believe, in saying that
wo have generally charged the cost to them. They are readily obtain-
able, however. )

. Senator VANDENBURG. Dr. Sayre, there is no point in the proceed-
ing, is there, where the American producer has the opportunity to con~
front the specific reduction that you have finally agreed upon, and to
testify to you what the effect may be from the producer’s viewpoint?

Mr. Sayre. I don’t quite understand your question, Senator.

. Senator VAnpuNBURra. There is no opporiunity, is there, in the proc-
ess for the American producer of a given commodity, to testify spec-
ially as to the effect of your contemplated tariff reduction? , =~ -

Mr. Sayre. There is exactly the same chance, sir, as the American
producer has under section 336, the {lexible taniff provision, ,.S\m‘f; 8
chance is given under our new procedure. We are goihg to give a list
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of commodities on which we are contemplating the granting of con-
cessions. Any producer engaged, let us say, in the production of one
or more of those commodities, has a chance to come i and give before
the committee any material he desires, either in the form of writing
or of oral testimony, showing what the effect of o reduction would be
on _his industry, or on other industries,

Now, that is procisely the same procedure as is followed with respect
to section 336, the flexible tariff provision. In proceeding under see-
tion 336 the Tariff Commission gives notice that it has under con-
sideration a possible adjustment of the tariffl on a given commodity,
an adjustment that may result in a 50 percent increase, or a 50 percent,
decreaso, or something less than 60 percent. The Tariff Commis-
Sion -~

Senator Vanpenserda, Of course, in the case of the Tariff Com-
mission he has the protection of the “cost of production rule?”

Mr. Savri. That “cost of production” rule, however, does not
afford a measure of any real cortainty.

Senator Vanprnsera. Theoretically-—-

Mr. Sayre. Theoretically, yes, but practically what does it amount
to? May I come back to that in just one moment, because I have not
completed answering several of these questions?

Senator Vanpensera. T am sorry.

Mr. Sayre. T do want to answer this, but let me go back to this
whole question of the nature of these hearings.

Let me point out that in trade agreements mado under the McKinley
Act of 1890, there was no provision whatever for any hearings. 1In
fact, no hearings were held; yet valid agroements were made under
that McKinley Act of 1890 with a number of different countries.

Under the Dingley Act of 1897, section 3 specifically authorized
the making of trade agreements with different countries, yet here
again there was no provision for any hearings.

Senator Vanpensera. But, Dr. Sayre, in all those instances the
Senate had to ratify them ultimately?

Mr. Sayre. No; that was not the case. No ratification was
required for the executive agreements made under the McKinley and
Dingley Acts. Under the Dingley Act of 1897, there were two
sections, sir; section 3 authorized and directed the President to make
executive agreements without any ratification whatsoever. Section
4 authorized the President to negotiate treatics which required
ratification. Let me add that not one single one of those treaties
was ever ratified; whereas, 14 executive agreements with 9 countries
were actually negotiated and put into force under section 3 of the
Dingley Act. 'I‘iese did not require ratification, and proved very
beneficial.

No hearings whatsoever are provided for under section 338 of the
Tariff Act of 1930, the section, as you will remember, which deals
with discriminations. No hearings are provided for there.

Senator VanpenseEra. Two wrongs do not make a right.

Mr. Sayre. There are many more than two instances in which
hearings are not required. I don’t think they are wrongs, sir; Con-
gress felt that those administering the act could be trusted to carry
out its mandate in a fair way, and that the specific requirement of

ublic hearings in the law would simply hamper the éffective admin-
istration of the act. - :
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. Under our Trade Agrecments Act we do have provisions for hear-
ings. Section 4 requires that hearings shall be held. You will re-
member the language of the act [reading]:

Sec. 4, Bofore any forcign trade agreement is concvluded with any foreign
government or instrumentality thereof under the provisions of this Act, reason-
able public notice of the intention to negotiate an agreement with auch govern-
ments or instrumentalities shall he given in order that any interested person
may have an opportunity to present his views.

Under the Federal Trade Commission procedure, under the Inter-

state Commerce Commission procedure, under the Sccurities Com-
mission procedure, if my memory is correct the legislative provisions
us 10 hearings are no more detailed or specific than those in the
provision_which 1 have just read. .
_ In the McKinley Act, as I just said, there were no such provisions;
in the Dingley Act there were none; in section 338 there are none;
* in section 336, the flexible tariff provision, there is a provision which
is not a bit more specific than that which 1 have just read to you
from the Trade Agreements Act. The language in section 336 is
[reading]:

The 'Tariff Commnission shall hold hearings and give reasonable public notice
thercof, and shall afford reasonuble opportunity for parties interested to be
resent, to produce evidence, and to be heard at such hearings.  The committee
18 anthorized 1o adopt such reasonable procedure and rules and regulations as it
deems necessnary to execute its funetions under this section.

In other words, we have a procedure set up by a Republican ad-
ministration under section 336, which is no more explicit, if as ox-
plicit, as the procedure set up under the Trade Agreements Act.

Senator VANDENBERG. Let me ask you this, Dr. Sayre: What
would you say to this suggestion, inasmuch as it takes all the way
from 2 to 11 months for our foreign friends to make these agreements
effective, what would be the objection to our using a similar space of
time for one further protective step? Would you object to publish-
ing the intended concessions and then allowing an additional period
of 30 days for the filing of specific argument against the intended
reductions?

Mr. Sayre, I would very much, sir,

Senator VanpensErGg. Why?

Mr. Savre. First, you suggested in your question that other coun-
tries wero subject to considerably delay in the ratification of the trade
agreements. Now, in that connection, sir, I just want to call one or
two points to your attention. In the first pfuce, other countries—I
have a list here which, if you like, I will be glad to have inserted in
the rocord-—other countries do not all require ratification by the
legislative branch.

Senator VanpeNeERrG. I did not bring that up.

Mr. Sayre. I misunderstood your question then.

Senator VANDENBERG. I just said t?mt on the record apparently it
takoes from 2 to 11 months ordinarily for one of these things to become
effective abroad.

Mr. Sayre. I misunderstood your question, sir. T am sorry.

Senator VaNpuNBERG. So, I was saying, apparently there is a time
element before the thing became effective anyway, so why could we
not use that time for one final protective step on our part?

Mr. Sayrs. I misunderstood your question. In the first place,
I am mindful of our actual experience. During the years froxn 1854

 rwn ey &
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to 1002 we negotiated a number of trade treaties. Only three of
those reciprocity treaties were ever ratified, namely, the treaty of

1854 with Canada and Newfoundland, the treaty of 1875 with Hawaii,
and the treaty of 1902 with Cuba.

Senator VANDENBERG. You understand, I am not suggesting the
question of ratification at the moment. I am simply suggesting the
uge of this interim for an opportunity for the filing of specific com-
plaints aimed at the spocific reduction that is proposed, coming solely
to the same group which continues to have the plenary power to make
decisions.

Mpr. Sayre. I did misunderstand you, Senator.

Senator VANDENBERG. 1 am suggesting that you arm yourself with
this final opportunity for the American producer to tell you whether
he thinks the specific thing you propose to do is going to hurt him or
not. What harin would that do?

. Mr. Sayre. One outstanding objection is this, sir: When we nego-
tinte a trade agreement, we are engaged in very confidential dealings
with a foreign government. ¥oreign governments are unwilling, and
on a number of occasions have actually refused to allow us, to publish
the contem&)luted text of a trade agrecment until after it has been
put into definitive form and been signed.

Senator VANDENBERG. But is it not published abroad?

Mr. Sayre. Not until the foreign government takes final action.
When 1 say final action, I am not referring to ratification. Let me
make this clear. In most Buropean countries purlinmentary ratifica~
tion is more or less a matter of form. As you know, under the parlia-
mentary system, the premier has the control of the parliamentary
majority. Unless he does have that control he cannot retuin power.
Therefore, when a premier under the parlinmentary system negotiates
a trade agreement, he knows in advance that as long as he remains in
power he can get his parliament to ratify that trade agreement. So in
that case mt,if%cation is a foregone conclusion,

Senator VaAnpeENBER¢. What is lmfppening over there during this
2 to 11 months? What is geing on before something definitive occurs?

Mr. Sayre. It may take time to lay the agreement before the Par-
liament. For instance, the Canadian trade agreement was negotiated
and signed late in the fall. The Canadian Parliament did not come
into session until the following winter. Mr. Mackenzie King, who was
. the Premier, naturally could not lay it before Parliament until Parlia-
ment came into session, so that several wecks, if I remember correctly,
8 couple of months or more, elapsed between the signing of the Cana-
dian trade agreement and its ratification by Parliament.

Senator VANDENBURG. When it is laid before the Parliament all the
facts are published, are they not?

Mr. Sayee. Yes; but after it is signed its terms cannot be varied
without renegotiating the trade agreement. In other words, the point
that I am trying to make is that until it is signed we cannot publish
the terms, and on a number of occasions wi’wn wo have suggested
making public this or that provision of the trade agreement, the for-
eign country has objected. Wo are denling very confidentially with
a foreign government and we have to keep faith, sir. ’

Senator Baiuey. What would you su{, Dr. Sayre, to taking a leaf
from the books of the other nations and laying these agreements before
the American parliament? o
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Mr. Sayre. There I come back to the reply which I started to make
to Senator Vandenberg when I thought he was suggesting ratification
by Congress. When you talk in terms of ratification by Congress you
run up against the experience of the past. As I gtarted to say to
Senator Vandenberg, botween the years 1854 and 1902 there were only
three reciprocity treaties during all that time that were actually
ratified—one with Canada and Newfeundland, one with Hawaii and
one with Cuba; that is, with countries with which we had peculiar
historical or geographical ties.

In the Dingley Act of 1897 there were iwo sections; section 3
provided for the making of executive a%mements by the President
without ratification; section 4 provided for the negotiation of trade
treaties by the President, but required ratification,

Under section 4, lot me say, there were 12 treaties negotiated and
not a single one of them was ratified. Under section 3, 14 trade agree-
ments were negotiated with 9 countries and they all came into force
and, proved effective,

Under the McKinley Act, also, there were various trade agreements
negotiated by the President in the form of Executive agreements and
they became effective.

In other words, our experience has shown beyond the peradventure
of a doubt that if you require ratification by Congress you are intro-
ducing an element which is extremely disastrous to the success of the
negotiations. Ons other point is equally importans. Once you re-
quire ratification by Congress you take away much of the incentive
to another country to enter into negotiations. Only a few days ago
T was talking with the ambassador of a country where American
agricultural products enjoy a large and very important export market.
He said this to me: “If an amendment should be passed requiring
ratification, my ecountry would not be interested in negotiating
with you. 1t would not be worth the time.”

Senator BaiLey. Yet his country requires ratification?

Mr. Savre. As I was saying, in the first place, in those countries
which have parliamentary procedure, ratification is more or less a
foregone conclusion, In the second place, in many countries there
are provisions which specifically authorize executive action without
ratification. T have before me here a list which shows in which
countries the executive can without subsequent action by the legis-
lature mako changes in the statutory tarifl rates. There are some 30
countries which allow such changes to be made, as against 11 countries
whic}é do not. If you choose, lgwould be glad to submit this for the
record.

The Cuairman. 1 think it would be very well to put that in the
record, Doctor.

Mr. Sayre. I will be glad to.
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(The document referred to above follows:)

ENT AOT .

Summary tabulation of executive contiol of customs tariffs in foreign countries

(U. 8. Tariff C'ommission,

1987)

A. Can statutory tarlif rates be
changed by the executive—

B. Oan executive
mako trado ngree-

ments -~
. Provi- Fifectiva | Effective| €. Is there a specinl adnin-
Country Finally, | stonnlly finally, provi. istrative agoney to advisy
without }mmung' Without | Without | slonally, on tartty mutters?
subgequent| “confir- | linltas “":'s“c' “é:"‘x"g
action by | mation thon o tion
legistature | by legls- ‘m,t on mation
futuro v logis- | by logis-
Jature Iature
Argentina........... Yes, No oo Yes_... No.
Australia. .. -1 In certain . Tarift Board.
Austris. No. Not
No.

Doumurk. ...
Dmnini(,nn Repub-
c

Fetador ... oemne..

apan. ..

Latvia.
i thusania.
exico ..

Union of Soviot So-
cialist Republics,
Unjon of South Af-

rica.
Uniwd Kingdom.. .
Uruguay...

Venezuela.
Yugostavia. .

Yes. ...
Yest...

Yes. ...

Yes. ...

.
§uperior Tarlft Council.
0.
Tarift Board,
No.
Supreme Customs Tribunal.t

0.
Technical  Tarlit  Conimis-

sfon,

o,
Temporary commissions.

0,

Pormanent Commission on
Comumercial Treatles.!

0.
"Temporary commigsions,
Advisory Comumittes.

A
Tariff Investigation Com-
miwou.

i‘rurm Commission,
'l‘arm Commission,

: ’l‘mu porary Conmmission,

Tarit? Commission.
No. g
gdvlsory ‘Tarift Board.

0.

An_acting Tarlif Rovisio
Committee.

No.t

).

Tamporary cornmisslons,
03,

No.

No.

. Ilunrd of Trade and Tndus-

Im )ort IDutles Advisory
“omimittee.
?‘;mtml Tarltt Commission.

No.

1 See notes attached, arranged by conntrles in alphabetical ovder,
2 Information not availablo,
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Nores
ARGENTINA

A and B. Fxeeutive has statutory power to inerease duties by as much as
one-half or levy new duties up to 15 percent ad valorem and to decrease duiies
not more than one-half by virtue of commercial agreements terminable upon
6 months' notice.  (Art. 76, law no. 11281, Nov, 20, 1923,)

AUSTRALIA

A, Certaircitems in the tariff schedule are subject 1o “deferred duiiss”, which
may be postponed under speeified conditions by the Minister of Trade and
Customs until the Tarlff  Board recommends their applieation,  (Customs
Tavift 1933, see, 12.)

B. The Governor General is empowered to extend preferential rates, applis
eable to produets of the United Kingdom, to any British non-self-governing eolony,
British protectorate, and to certain territories under British mandate, and also
by agreements to self-governing British Dominiony (on advice of the Tariff Board).
Such extension may also be revoked or varied by proclamation of the Governor
General,  (Customs Tariff 1033, see, 9.)

AUSTRIA

A, In making tarift changes without limitation, the Govermment of Austria
(Chaueellor and the other Ministers) has continued to invoke the hroad legistative
powers delegated to it as a final act by the legislature ot the former Republic of
Austria, which ceascd to exist May 1, 1934, when Austria was declared to be a
federal and corporate state,

B. Under a provision of the new Austrian Constitution (art. 68, par. 1) the
Government has the power to put into foree by decree and provisionally, for a
period not exceeding 1 year, the material provisions of commercial treaties which
were e.vressly designated as “state treaties”, that is, such as involve new legislation
or changes in existing laws.  The Government's decree may take effect upon the
conclusion of the treaty and may be revoked prior to action by the Diet, the single
legisiative body under the new constitut.on.

Treatics other than “‘State treaties’” do not require the approval of the Diet,
80 that the Government of Austria can conclude, and put into fxorce finally, certain
agreemnents with the governments of other countries, and even the individual
cabinet ministers can conclude administrative arrangements with representatives
of foreign governments,

C. There i3, however, in economic eouncil, one of four advisory bodies under
the corporate constitution, which i obliged to report to the Dict oun bills of
economic importance, the Government alone having the right of legislative
initiative.

BOLIVIA

C. An advisory division bas been set up in the Ministry of Finance to sbudy
and formulate projects for consideration in the field of trade and finance including
commereial policy, commmercial treaties, customs administration, public debt and
taxation.

BRAZIL

A. The Executive is authorized to increase duties up to 100 percent, to penslize
dumping and digeriminations and to decrease duties or grant duty-free entry on
(a) products of foreign origin suitable to compete with similar national products
whenever the latter are produced or marketed by trusts or cartels, or sold at
prices equal to or higher than similar foreign products after computation of the
duties thereon and (b) certain products intended for consumption in a selected
region of the country, when g reduction in duties is considered desirable for
development of said region, provided that such products are not similar to national
grodg%ts; and are given special identification. (Tariff Law of Sept. 1, 1834, arts.

and 4,

B. The Executive is authorized to negotiate treaties and agreements and is
required to submit them to the legislature ad referendum, no time limit bein
fixed. However, agreer®hts by which the minitnum tariff column is accorde
on a reciprocal basis are pegotiated and put into foree provisionally without prior
submittal to the legislature.

i
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BULGARIA

A. Although tariff changes, with few exceptions, can only be effected by law,
thtﬁz are at present put into effect by executive decree. .
. Troatics require ratification, bul threaty provisions including tariff redue-
tions are put into effoct provisionally by exchange of notes.

CANADA

A. The Governor General by order in council may: extend and withdraw the
benefits of the intermediate tariff and extend the British preferential tariff and
withdraw its benefits from any British country except the United Kingdom.
The Governor-in-Council may also reduce rates of duly and make additions to
the free list. Orders in council are not ratificd by Parliament

C. Increases in tariff rates must be introdneed in Parliament by the Minister
of Finance,

CHILE

A. The executive is authorized without legislative approval o reduce dutics
on articles of first neeessity, increase protective rates, incorporate new duties in
the tariff by interpretation, and impose penalty duties.

B. The executive is authorized to put into effect commercial agreements
involving duty reductions for period of 12 months pending logislative ratification.

COLOMRIA

A. The executive has authority to increase the tariff by onc-fourth on products
of countries which in his judgment do not adeq uatcg facilitate the importation
of Columbian products, (Law No. 85, Dec. 9, 1931, Diario Oficial, Dec. 16, 1931.)

Authority to make tariff changes on certain glass containers and to make
contracts with local glass manufacturers, whereby dutics would be maintained
at former rates (provided the contractors would guarantee equitable prices and a
production sufficient for the entire demand), was conferred by law no. 94 effective
October 11, 1936,

B. The Colombian Executive was given authority by the legislature in Novem-
ber 1932 to coneclude provisional commercial agreements without legislative ap-
proval (Law no. 31, Nov. 17, 1933), subject to denunciation upon 8 months’ notice,
but this authority lapsed July 31, 1933, without having been exercised to reduce
tariff rates. Subsequently, the President of Colomibia wag authorized to conclude
a provisional reciprocal commercial agreement with Venezuels, for the elimination
of transit taxes and the equalization of freight charges on goods moving between
the two countries.

C. The Su{)remc Customs Tribuual may fix duties applicable to merchandige
not specifically designated in the tariff, but may not transfer merchandise from
the free to the dutiable list. (Executive decrece no. 2224, Dec. 18, 1931, modify~
ing the custotws organization by authority of the extraordinary powers conferred
under law no. 99 (1931) and 119 (1931), article 3 (1) ). This authority is not
limited to the assimilation of merchandise to classifications alrcady provided in
the tariff but at times is exercised in establishing new classifications and rates.

The law of 1936 directed the Supreme Customns Tribunal in collaboration with
the Comptroller General and the Government to draw a revision of the existing
tariff achedules for submission to the next Congress. (Law no. 101 of 1936,
Diario Oficial, June 25, 1936.)

COSTA RICA

A. The Exccutive was authorized by logislative decree no. 49 published and
adopted January 28, 1933, to increase import dutics up to 100 percent on all
articles congidered dispensable Juxury goods. By decree no. 56 of February 1938,
authority was granted to imposc a surcharge of 30 percent of the duties on {mports
gout: c%i!ntries which' do not grant most-favored-nation treatment to products of

‘osta Rica.

B. The Executive put into effect a commercial agrecement with France in
March 1633 binding the exis’oing dutics on certain wines for 1 year automatically
renewable unless denounced. Special authority for this agreement was given by
legislative decree no, 55 of February 18, 1933,
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CUBA

A. The Ixecutive has broad powers to adopt whatever tariff changes may be
recommended by the Sceretary of Finance after a report by the Technical Tariff
Commission, This authorization and certain related powers over tariff matters
were made by deeree laws enacted by provisional President and his council of
secretaries in offiee prior to April 1936, when an elected Congress again assumed
legislative functions,

With the exception of the United States and countries having most-favored-
nation treaties with Cuba, the President is authorized to apply during a year's
period the minimum-column duties (one-half the maximum rates) to the products
of countries undertaking to import Cuban products equivalent in value to at
Jeast 50 percent of their exports to Cuba and to withdraw the minimnum tariff
after July 1 of cach year if it appears uulikely that the country concerned will
be able to fulfill its undertaking. Minimum tariff trestment may also be ter-
minated if the foreign country bencfited thereby adopts measures of a kind
restrieting the transfer of funds to Cuba.

The law which put into effect the present three-column tariff based on bilateral
trade balances, also continued executive authority to impose countervailing duties
to offset foreign export subsidies and to take any necessary measure of protection
against foreign dumping.

CZBECHOBLOVAKIA

A. The Exccutive has power, with gualifications respecting a few commodities,
to change tariff rates without reference to the legislature “during a period of
extraordinary domestic and foreign conditions.,””  The original Jaw has been
gcriodically prolonged, the last time to June 30, 1937. A prolonging law of
June 21, 1934, omitted the previous requirement of parliamentary approval.

DENMARK

A. The Minister of Finance is empowered to remove or decrease any of a series
of “temporary’ tariff increases on a substantial number of tariff items, provided
such increases cause an advance in the prices of similar Danish products not
attributable to inereased cost of production. He may also admit commoditics
covered by “extraordinary” oxchange permits at tho previously existing perman
nent rates,

DOMINICAN REPUBLIC

A. and B, The Fxecutive is authorized to increase, reduce, or lower the sales,
use, and consumption taxcs and to make reduction in snch_taxes ranging from
one-twentieth to nine-tenths in exchange for conecessions to Dominican products
by foreign countrics (law no. 801, Apr. 17, 1035). By virtue of this law agree~
ments with France and Spain have been put, into effect without submittal to the
Congress,

BCUADOR

A. The Executive is authorized to prohibit importations in certain merchan-
dise, to increase tariff duties up to 50 percent, and to make reductions by as
much ag three-tenths (art. 8, Legislative decree, Oct. 27, 1931, o ending art. 4,
Tariff Law of July 1, 1927). In December 1934 the Kenadorar ixecutive was
given broad authority to raise import dutics by whatever percentage he may
deem appropriste when the eurrent price of international exchange shows a rise
which indicates an excess of payments abroad in relation to exports,

BETONIA

B. Presnmably changes in tariff rates are put into effect provisionally under
the gencral power to alter rates, but arc also subsequently ratified. 'he new "
constitution of 1933 provided for a president having vast powers, including the
Power to promulgate draft laws on all economic subjects as decrees haviug full
cgal force.

FINLAND

A. and B, The “Council of 8tate’’ (Cabinet) hag authority to increase specified
tariff ratos (about one-half the total of tariff numbers) up to a maximum of four
times tho basic legislative rates, and to reduce any raies that it has raised under
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this authority (about two-fifths the total of tariff numbers) down to the minimum,
consisting of the basic legislative rates, either by autonomous action or in a trade
agreement, ' ' . .
‘ FRANCE

"A. Asof December 1936 statutory tariff rates may be changed by the Exccutive,
but duties on certain agricultural and forest products enumerated in the so-called
*‘padlock law” may not be reduced. .

. GRERCE ‘

A and B. Duties may be raised without limit; and rates of duty applied against
nontreaty countries (usually the maximun rates) may be reduced not lower than
the minimum rates as a limit-~presumably either by autonomous aetion or by’
mt}gn» of trade agrecments, ) '

. Establishment of an advisory body, eslled “Naiional Foreign Trade Or--
ganization”, was authorized in 1934 (law no. 6099) as a part of the ministry of
national economy. .

IRAN

A. and B. By act of Parliament of Feb, 25, 1931, foreign trade was made a-
Government monopoly similar to the system employed in the Soviet Union.

ITALY

A. By Royal decree law of Qctober 5, 1936, subjoct to later approval by Parlia-
ment, the Fixevutive was empowered, in conjunction with the Ministry of Finance,
Agrioultue, and Forests, and of corporations, to modify customs tariffs and other
taxcs on imports without limitation and to permit concessions on goods which
are the subjeet of trade with foreign countries.

LATVIA
A. The cabinet assumed all legislative powers by 8 declaration of May 18, 1934,

LITHUANIA

A. In 1928 the Cabinet was empowered to incroase tariff rates within pre-
scribed limits, Present powers appear to be more extensive.

B. Conventional rates may be put into force by the Executive only when
Purlii&ment is not in session and it Is impossible to convoke sn extraordinary.
seagion.

NETHERLANDS

A and B. The law conferred 'authoritf' to change tariff rates by decoree pending
ratiflcation by Parliament expired by limitation December 31, 1936, A bill to
renew this authority has been introduced, but so far no report of its enactment
has been received.
C. The Economic Council has as ove of its functions the giving of advice on
tariff matters. ' ’ .
: NICARAGUA

B. By congressional decree effective September 17, 1036, the Executive was
authorized for a period of 8 years to grant reductions of not more than one-fourth
in duties then in force by the negotiation of commercial agreements and to dput
these agreements into effect immediately upon signature for a period not exceeding
8 years and subject to extension if the Congress does not disapprove.

C. In July 1936 it was reported that the President had recently appointed an
economde committes composed of the Minister of Finance, managing director
of the Bank of Nicaragua, and the Collector General of Customs to study tariff
revision, exchange conirol, and various other national cconomic and fiseal probloms,

PARAGUAY

A. The Executive is authorized under specified conditions to reduce or increase
duties by as much as one-half, to-decree new duties on duty-free goods equivalont
to B0 percont ad valorem, or to prohibit importations. Action taken under this
suthority must: be :subsequently reported to Congress (art. 9, law 667, 1925).
In 1935 the Executive was authorized until August 31, 1936, to increass customs
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duties (@) to proteot national products against dumpin‘gx, (b) to compensate reduc-
tions in duties caused by the official rate of exchange, if such duties are protective,
and (c) to reestablish wholly or in part import duties decressed as a result of the
official rate of exchange,

POLAND

B. Through the Government has z)ower to put any rates, conventional or other-
wise, into effect, in practice it submits treaties for ratification.

RUMANIA

A. In cases of urgent necessity the Government can provisionally exempt from
du(t,y commodities cugential to domestic gonsumption.
., There was & Commission to advise on requests for increases on tariff rates
from 1929 to 1933. :
SALVADOR

A. By Legislative Decree Nuu®P

BTN 010N
tariff based on trade Lalapg#Wes established. This 'l
olassify all countries foy¥lie application of the diffcrent tgiff columns. In addi-
i Yancil of Ministers, to

tion the rxecutive ig#bthorized, with the a‘pproval of the C#
alpply the minimypt tariff to selectcd products irrespective ofijrade balances, if
the importation g such products is cofipid necessary. i

C. By Legisiitive Decrce No,, 43 of May 7, 6’89, the General Administration
of Customs Rewenue was estaklishied, amiong whogp functions are tdclassify mer-
chandise no{@pecified in th® custdims tarilf, to aet as an advisory board on every
thing whiclgrelates to g0mmercial treation psid con‘?zﬂﬁns, and 14

present t ¢ Ministrghof Iinar projeet for the gpganization of
system, &Wﬁw t‘*‘
7 ﬂw"ﬁmu % Py

Parlinment is not ingg ion jho King‘%1 uixélevy wéthin preserily
o108 dutig{!quceus f Qose th l)a&us o8 Yamifls:
% . 2 (a8

afember 1, 1934, a three-cohunn
i8Sy direots the Executvie ta

study and

A. Wh
special

™

W -
i 3 g TURERY 3 |

#. The Coulcil of ﬁin ters hall powér § ari(f rategg put inio
effect com$ercial agrégments modifying torifiérages Uias, prohibff imports
enter into @grecments goEcerning qﬁ\wnwfg of ofntrol, and
apply penalfy tariffs ant prohibiti(ms.qm ?

i) ;
union or, gotTer sodiatisr Hpephiics

A and B, Acceygling to the n ambtitution of June 11, j#
Logislative Coundly, (the legislative body) has jurisdiction oyel fersign trade on
the basis of the statSgnonopoly. I'rom information availah}¥ it appears that the
control organization Communist Pnrti; (congistip#®of nine members and
five associates) can cont cisions of the Presidips# and that the ad inferim
decisions of the latter are approveshy.unsnimene¥ote of the Supreme Council at
its periodic sessions, The Presidium, & continuing body consisting of 37 members
elected by the Supreme Council, ratifies all international treaties. )

, the Sﬁ preme

VENEZUELA

C. An Executive decree of April 8, 1936, established a new Bureau of Eco-
nomics and Finance in tho Treasury f)epurtment to study, among other things,
international trade, reciprocal trestios, and customs conventions,

Senator Vanpenpere. Dr. Sayre, if I may, I want to come back
to my suggestion. 1 want to be sure I understand your point. Tak-
ing a specific case, let us take the Brazilian agreement under which
11 months intervened between the time it was signed and the time
it went into effect by Brazilian action; I assume that during those 11
months in Brazil, there was an inquiry info the effect upon Brazil of
the specific thing that is undertaken. What is the objection to giving
the producers of the United States an equivalent opportunity just to
tell ﬁo'“’ still maintaining your own plenary ‘suthority, whether they
think that'you ere irrepardbly barming the United States? ~ = © ©

12500G B Twmpt, Lomer
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Mr. Sayre. In the case of the Brazilian trade agreement, after it
was signed the tevms of it could not be altered without negotinting o
new trade ugrecment.

Senator Vanpexprra, 1 quite understand that, but you might
betier negotinte a new one than to do an irreparable damage that
you had not contemplated to Ameriean interests,

Mr. Sayre. The Brazilian trade agreement remained unreatified
considerably longer than most, 1 have here—if 1 can put my fingers
on it—ag list showing the time elapsed in the case of each agreoment
between its signature and its coming into effect.

Senator Vanpensrra. Most of them were not ratified for 2 or 3
or ¢ months.

Mr. Sayre. If I may read you from the list———

Senator Vanpunprra. Here it is.

Mr. Saviri. You have it?  The Brazilian was, as you sece, the one
longest delayed in being ratified.

Senator VANDENBERG. Yes,

. Mr. Saxue. Most of them beeame effective much more promptly,
sir,

Senator VaANprNBERe. 1 would say the average was 2 or 3 months.
Now, why would that not-——

Mr. Savre. Of course, in Brazil, as you probably know, Scnator,
there ure now two chambers of the legislative body.  The trade
agreement was signed several months before the change from a single~
chamber to a two-chamber body. This fundunental change naturally
delayed logislative action. The agreement was first submutted to the
old single chamber. Then after the change to two houses it had to
go through the first one and then through the other. All of that
cunsed an undue delay.

Senator Vanpenserd. Yes, but it aldo caused an opportunity for
tho Brazilian producers to know what was going to happen to them,
iIf anything.

Mr, Sayre. Yes, but Brazil could not alter the terms of that trade
agreement after it was signed.

Senator VanpenBERG. No, but it could have been rejected.

Mr. Sayrg. It could have been rejected in toto; yes.

Senator VaNprNBERG. Thero is no such opportunity here, is there?

Mr. Savre. There was such an opportunity; yes. The President
might, if he saw fit, have refused to proclaim_the Brazilian trade
agreemont at any time prior to ratification by the Brazilian Legisla-
ture. In addition, the Prosident, before he signs any trade agree-
ment, must satisfy himself that it is to the advantage of the United
Statos that that trade agreement should come into effect.

Senator Vanprnsrne. What is the objection, specifically, to re-

uiring that after the publication of the specific proposals, 30 days
s oulfintm‘vene in which supplemental briofs can be filed with the
State Department bearing upon the gpecific text of the proposed
agreement?

Mvr. Sayre, In the first place, sir, I do not see what advantage
you would gain. We have already secured full information, partly
through these opon hearings which I have been deseribing, and pertly
through representations made to the various dopartments—for ex-
ample, people are coming into my office day after day and telling
me this or that about the way they fear their particular industry is
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going to boe aflected by a proposed trade agreoment with a given
conntry,

Semiytor Vanorvsere. May I interrupt you? You said, what ad-
vantage there might be?

Mr, Sayre. Yes. :

Senator Vanprnsura, Let me give you & speeific example.  When
you proposed the Colombian aud Brazilian treatics, and proposed in
connection with them to freeze Federal internal taxes in the United
sStates ——

Mr, Sayre. You bring up another question.

Senator Vanprnpera, I don’t want to go into that phuse of it,
except to say that 1 think if the country had been on notice and that
if Congress had been on notice, that you expected those two treaties
to reach into the internal taxation and undertake to affect it, you
probably would have had an opportunity to hear some very vigorous
complaints which you might have taken cognizance of.

Mr. Sayne. I do not think, sir, that is a fair statement of the
gituation,

&qumtor Vanpenpere. I wanted to be fair, I do not mesn to be
unfair,

Mr. Savre. T would like to answer that, But I wonder, Mr, Chair-
man, whether I ought not to complete my statement first?

The Cuamrman, [ think this is one of the most interesting things
in it.

Mr, Sayre. Shall I just continue, then?

The Caamman. Yes.

Mr, Saves. Very well, sir. With regard to those excise taxes to
which you advert, in the Brazilian gnd in the Colombian agreements
the United States agreed to bind existing Federal excise treatment with
respect to 26 items or subiteins of the tariff, whereas Brazil agreed not
to impose new or increased national internal taxes on articles covered
in approximately 100 tariff classifications, and Colombia on roughly
160 tariff clagsifications.

Senator Vanpensurc. That is beside the poing,

‘Mr. Savre. It is not altogether beside the point, sir, if you will
bear with me just a moment.

Senator VanpenBurG. Certainly. T beg your pardon.

Mr, SAyru. As regards our commitments in these two agreements,
they covered in every case products not produced commercially in
this country; that is, most of them were tropical products. Not one
of them was subject to a ¥ederal internal tax at the time of the signa-
ture of the agreement, and with the possible exception of coffee, there
is not one single article in the list suitable for the imposition of an
internal tax for revenue purposes. 1 want also to say this——

.l\:;enator VANDENBURG. Just a moment. Would that apply to babassu
0il?

Mr, Savre. Babassu oil was bound on the free list. 'There was no
excise tax on babaasu oil, sir.

Senator VANDENBURG. You said it never touched anything that
could affect our domestic economy. That is not so, is it?

Mr. 8ayee. I think it is so.

Senator ConnaLLy, May I interrupt there a minutoe?

Mvr. 8ayre. Yeos,

v . e (‘
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Senstor Connavrry, Do you think you have any power by treaty
to bind the Federal Government ns to intornal taxes?

Mr, Sayre, That, sir, raises the question—-—

Senator ConnaLLy. Do you think thore is anything in the act
which we passed authorizing that, or is there anything in the law
authorizing you to take away from the House of Representutives the
right to initiate revenue legislation?

Mr. Sayre, That is the question, sir, which I think is implied in
Senator Vandenberg's question and 1 am glad to answer it here and
now. There is a provision in the act which does authorize the
President—I quote %rom the act;

To {)rocluim such modifications of existing duties and othor import restrictions,
ur such additional import restrictions, or such continuance, and for such minimum
{)eriods, of existing customs or excise treatment of any article covered by foreign

rade agreements,

In other words——

Senator Connarry. I do not think we have any constitutional
authority to grant anybody that power, you, or the State Depart-
ment or oven the President,

Mr. Saver. 1 differ with you, sir. T think thero is constitutional
power. Lot me make cloar just what this means, however. This
l)rovision was insertad in the act for a delinite reason--lot me .ay,

by the way, that it was debated and discussed both in the committees
and also, if [ romember correctly, on the floor at tho time of the passage
of the act. I romember [ was questioned myself about it. The
roason for inserting it was this: Of what avail would it be for us to
make a trade agreemoent, granting good American conecossions to some
country in return for that country’s undertaking, let us say, to grant
specific tarifl roductions if that country the day aftor the trade agree-
ment was made would be froe to lovy an exciso tax on imports of a
commodity as groat or greater than the amount of the reduction in
tho tarifl duty? In other words, what would be the uso of making
a trade agreemont with a country if the very day after the conslusion
of that trade agroement we might find new oxciso taxes imposed upon
imports of the very commodities with respect to which we had sought
to gain protection for our exports through the nogotiation of tho trade
agreoment? If you want a concrete example of that kind of thing,
I instance the case when we were negotiating with France 1o secure
concessions for American apples. We gave a concession on certain
importations of French wines and spirits under the marketing-agree-
ment provisions of the Agricultural Adjustment Act. 1t was not a
trado agreomont which was concerned, sir. Shortly after that France
imposed an excise tax which covered imported American apples. In
othor words, because we had not bound the excise tax on apples, we
stood to lose the benefit of the concossion which we had bargained
and paid for. Now, to prevent that ——

Senator VANDENBERG. Yes; but the Senator from Texas raises the
question of power. ,

hMr. Sayre. All right; I will come to that. Just let me complete
this.

Senntor VanpenseErG. May I read to him what the apreement
says so that he will have it thoroughly in mind? It probibits the
United States from changing any Federal internal taxes, fecs, charges,
higher than those imposed or required to be imposed by laws in effect
on the date of the signature of the agreement,
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The Cramman, Dr. Sayre, you did not finish about the apples.
What did France do?

. Mr. Sayres. I want to finish my answer to Senator Connally, if
may.

The Cramman. You illustrated with the apples. Did France
tuke off the excise tax?

Mr, Sayre. Finally it did. Of course, thet was not under a trade
agreement, but it was because of that incident that I remember
discussing this very question with the committees before the Trade
Agrcements Act was passed in 1934. It was for reasons such as that
that we introduced this language into the act, making it possible with
respect to those commodities covered in trade agreements to bind
the continuance of existing excise treatment,.

Now, Senator Vandenberg’s question implied that under this powor
we could, a8 i8 suggested in the minority report of the Committee on
Ways and Means, Jimit the taxing power of the United States in a
substantial or material way. As a matter of fact, we have not limited
the taxing power of the United States in & material or substantinl way,
As 1 was suggesting to Senator Vandenberg with respect to the com-
modities covered in those two agreements with Brazil and Colombia
we were dealing with commodities which are not in the main prodvce({
in this country, Most of them are tropical products. In the Cuban
agreement, again, we utilized this power. But apart from those 3
trade agreements, in all the other 12 agreements which we made, there
is only 1 item on which the United States agreed to bind an internal
tax-—only a single one. These so-called excise taxes are peculiar taxes,
peculiar in many weays. They furnish only a very—an exceedingly
minor part of the national revenue,

Senator Connarny. That is the business of Congress, though, to
determine that, not the State Department.

Mr, Sayre. Certainly it is the business of Congress to determine the
need for excise taxes, but—— :

Senator Convarvy. Your theory is that even though you did not
have the right to do it, you only did it & little bit?

Mr. Savre., No; you mistake me. I did not say we did not have
the right to do it. 1 said we did have the right to do it.

Senator Connarny. Idid not say that. I said, if you did not have
the power, you only did it a little bit?

r. Savnu, Also, I want to suy this: I agree with you, sir; it is for
Congress to determine the amounts and to impose taxes and to detor~
mine revenue nceds; but it was Congress it;sael(l which delogated to the
President the power within these very narrowly defined limits,

. Senator Connarry. That is away over the {ino. The question now
is whether we are going to delegate it again in view of that.

Mr. Sayre. Precisoly.

Senator ConnarLy. May I ask you to discuss this other thing now?
You are opposed to ratification of these agrecments by anybody?

Mr. Savre. Ithink,in the light of experienco—-—

Senator Connaruy. Lot mo throw this in. You indicate there that
because they did not ratify some of those in 1890 and 1854, wo ought
not to bother with it now. As a matter of fact, the reason they did
not ratify them was because the Sonate did not want to ratify them,
What would you say, instead of requiring o two-thirds vote, if the
agreement should come into effect when approved by a majority vote

|
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of the two Houses? That would do away with this point about the
taxes, becauso if tho two Houses agreed to it, that of itself would pre-
serve the power of Congress to determine taxes and at the samo time
ratify your agreements by a majority vote instead of two-thirds,

Mr. Sayre. I should say that it would detract very much from the
incentive to other countries to enter into trado-ngreemont negotiations.
Remember that the trade of the world has been seriously crippled.
Remember that there exist all kinds of restrictions and shackles upon
trade, and if we aro going to——

Senator Connavny. Cannot Congress bo trusted to approve it by a
majority vote?

Mr, Sayee. May I complote what I started to say, sir?

Senator ConNarLy. Your argument is that Congress is a set of
dumbbells? I agree that a lot of us are.

Mr. Sayrs. I have not implied that, sir, for &« moment, If I may
complote what L started to say, sit-—the trade of the world is shackled
with restrictions which are world-wide. Iiere and there it is possiblo
with difficulty to got a foothold. If our trade is to be won back again;
if our export markets ave to be regained, we must be prepared to act
quickly; we must be prepared to act promptly, Ability to act with
promptness is of the veiry essence of t,Le thing il we are going to win
trade in such situations as I have in mind.

I remember onoe particular country with which we were negotinting—
a very important one. The political situation in that country at the
time was such that if we had not acted quickly we ecould not have
gotten the trade agrecment, which has since proved oxceedingly
advantageous in the building up of American oxport markets. Itis a
situation such as that which I have in mind when I say that often
time is of tho essence.

Senator Connarry. That goes right down to the fundamentals of
all parlinmentary government. Parliamentary government is always
more slow and deliberate.

Mr, Savee, But it is particularly true in these trade agreements.
Other nations of the world are empowered to act quickly, or by
virtue of their parlinmentary system are able to act quickly. The
Unitea States betweon 1929 and 1932 was losing its share of the trade
of the world. If we eannot jump into a given situation and nct
promptly to seize trade opportunitics, wo are simply not going to get
the trade, ’

Senator ConnavLLy, I know that is your general objection, but this
bill of yours involves a delegation of legislative power.

Mr. Savnr. Yes, sir,

Senator Connarry, The point I am making is: What is the objec-
tion, after you have made them, to coming back and receiving the
approval of Congress by a majority vote, not two-thirds?

r. Sayri. The objection is that other countries will lose the
incentive to nogotiate trade agreements with us; and as a result we
would lose much valuable trade because we would be deprived of a
practicable method for winning it.

Senator Vanpenserd. Dr. Sayre, under that clause of the law
which you invoked to reach into the internal taxes, would you also
congsider that you had the power to reach into the excise taxes on oil
and copper and such?
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Mr. Sayre. The particular taxes to which you refer on oil and
copper, and so forth, if 1 remember correctly, are levied upon importa-
tiony, and I believe that there is a specific provision in section 601 of
the revenue act, which is the one to which T think you refer, that they
shall be treatod as import taxes. Undor that provision the Trade
Agreement Act does delogate to the President the power to affect
those particular excigse taxes, sir,

Senator VANpENBERG. Senator Harrison made the statement on
the floor of the Senate—T have it here somewhere—-that specifically
it was not the intention, either of the ITouse or the Senate, to give you
any powor to deal with those excise taxes. Now, do you disagree
with Senator Iarrison on that?

Mr. Sayre. All T ean do, sir, is to quote you the law., Under the
lnw, you will remembor, as I read a few moments ago, the President
is authorized to proclaim such modifications of existing duties and
other import restrictions, or such additional import restrictions, or
such continuance, and for such minimum periods of existing customs
or exeise troatment of any article covered by forcign-trade agreements,
as are required or are appropriate to carry out any forcign-trade
agreement that the President has entered into hereunder,

To that T would add the provision of section 601 of the revenue
act which states that——

Senator VANDENBERG, At any rate, you interpret the situation
which you are asking us to extend as giving you authority to reduce
the excise taxes on oil, copper, and so forth?

Mr. Sayre. T'o reduce, Senator, or to-———

Senator VaNpensEnrG, To {rooze?

Mr, Sayre. To freeze; yes, siv.  If T may read you the langunge of
seetion 601, T think that is made clear,

The CuaremanN. What do you mean by “freezing’”’, Doctor?

Mr. Saver. Continuing without raising.

Senutor Vanpensere, 1 hope the Senator from Texas heard this
answer, that he thinks his authority is broad enough even to affect
the excise taxes on oil, copper, and so forth.

Mr, Sayire, Under the provisions of section 601.

Senator Vanprnsera, Yes,

Senator Connarny. I understood that.

Senator VANDENBERG. When it passed the Senate it was specifically
stuted by the Senator from Missigsippi on the {loor that that power
did not exist under the law.

The Cuainman, Have you got my statement there? I think I said
it froze these propositions.

Senator VanpeENsera. No; your statement was a very gorgeous
one, very conclusive,

Mr. Savue, Senator Vandenberg, these are, as you understand,
under the language of scetion 601, treated as import taxes so that they
could be frozen or they could be reduced.

‘ Sm_u:,tor Vanprnsiera. Senator Harrison asked me to read what
1e said - .

The Cramman. [ don't care anything about it, T will read it
myself,

Senator Vanpensera. | think | better read it now. On June 4,
1034, at page 10381 of the Record, the able chairman said: ‘

It will be noted that, so far as Lavifl rates are concerned, the Prosident his the
power Lo inerease or lower them by 50 percent: But as to oxcise taxes, they may
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be continued. It was the intention of those who framed the legislation, and of
the House in passing the bill, that they would be frozen; in other words, they
might not be modified.

Is that your interpretation?

Mr, Savre, My interpretation is simply the reading of the law.
I read you the provision in the Trade Agreementis Act. I de not
seem to have available here section 601 of the revenue act, but it
contains a provision which directs that those particular excise taxes,
which are levied on importations, shall bo treated to all intents and
purposes under the law, as import taxes. As such, I presume they
would be subject to either freezing or reduction under some trade
agrooment which might be made.

Senator Vanbrnsere. Well, the importance to us is that you are
now asking us to extend the power, and it is important to know which
power you will contemplate using,

Senator Crark. Dr. Bayre, let me understand this proposition
correctly. 1 have been very much in sympathy with the reciprocal
trade agreements and feel that they have accomplished a great deal
of good. But do I understand your proposition to be that in case
of gasoline, let us say, on which we have levied an excise tax for years
in_this country—-a nuisance tax, to be sure, but nevertheless an ex-
cellent revenue producer for the absolute necessities of the Govern-
ment, and which this conumittee and the Congress has nover found
an opportunity to take off, although it is & burdensome tax by reason
of tho fact that the necessity for revenue is so desperate—do I under-
stand that if the State Department was to happen to include gasoline
in one of the reciprocal trade agreemonts that that would automati-
cally, if the State Department chose to do it, reduce or wipe out a
tax that the Congress had been levying as an internal excise tax for
its purposes?

Mr. Sayre. No, sir.  That is what I fear might be misunderstood
from Senator Vandenberg’s question. There is no such power under
the Trade Agreements Act.

Senator Cranx. I certainly did not understand that there was one
when we passed the act,

Senator Vanpensrre, What power do you contemplate you have
with respect to the internal tax on gasoline?

Mr. Sayre. We have no power to do anything with respect to the
internal tax on dowesticaily produced gasoline. I come back to the
language of the Trade Agrecients Act, sir,

Senator Conwarny. This is an exeise tax on imported gasoline
now.

Senator Vanpenserc, As I understand the Secretary, he says he
has the power to deal with it.

Mr, Sayre. I come back to the language of the act, which is that
the President is suthorized to proclaim such modifications of existing
duties and other import restrictions—-and this next is the language
which concerns the mastor—‘or such continuance, and for such mini-
mum periods, of existing customs or excise treatment of any article
covered by foreign trade agreements.” . .

The Cuairman, Dr. Sayre, since thoif brought my name into this
discussion, for which I amn sorry, it will be recalled that in the debate,
as shown on page 10391 of the Congrossional Record for 1934, there
came up some questions about this and I stated I was offering an
amendment.
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Senator VinpENpEre. That is right.

The Cramman, And that amendment sought to freeze those excise
duties, in particular on lumber, T think it was, copper, oil, and coal.
When I offered that 1 thought a certain gentleman of the Senate
would be plad to receive it, but he made an objection, one of the
Senators did, and 1 had to withdraw it. Afterward the Senator from
Louisiana offered it and it was objected to.

Senator VANDENBERG, It seems to me the situation in which we
find ourselves does bind the hands of Congress beyond any intention
that Congress had in mind.

Congress decided to put an import tax on coconut oil from the
Philippines as the result of which the importution of coconut oil was
substantially curtailed. After the curtailinent of the coconut-oil
imports there unmediately arose, as you know, the tremondously
increased import of babassu~-nut oil from Brazil, which, according to
the viewpoint of our agriculturalists—and the right or wrong of which
I wm not stating, I am simply stating the claim-—has destroyed or
threatons to destroy the entire domestic advantage which was obtained
by the tax on coconut oil.

Now, we will not argue whether or not the agriculturalists arve right
or wrong; lot us assume for the sake of argument that they are right;
have you not agreed with Brazil that we shall not put an excise tax on
babassu-nut oil, and, therefore, have you not said to Congress that if

ursuant to its original purpose, to protect the domestic fat and oil
industry, if they should want to include babassu oil in order to com-
plete the original intent, they could not do it? Have you not bound
their hands to that extent?

Mr. Sayru. Your statement about babassu oil, sir, reflects the
oxtreme exaggeration which has entered into the statements concern-
ing babassu oil. Babassu oil is not a material factor in the price situa-~
tion or the price structure of fats and oils, sir.

Senator VanpenBera. Mr. Secretary, I am not undertaking to
discuss the merits,

Mr. Savre., But may I suggoest——

Senator VanpenserG. 1 am simply asking you upon that hypoth-
esis, or any similar hypothesis, would not the hands of Congress he
bound agaiust doing what Congress might deem necessary to protect
American agriculture?

Mr, Saynru., First, sir; your assumption is based upon an incorrect
premiss; but if your premise were correct, then my answer would be
that legally Congress is not bound, of course. Legally Congress could
still levy a tax on the oil.

Senator VanpuNBure. In violation of tho treaty?

Mr. Sayre. Itisnota treaty;itis o trade agreement.

Senator Vanprnsrre. In viclation of the trade agreement?

Mr. Sayne. If Congress took such action during the life of an agree-
mont, it would be in violation of the agreement. But most of these
trade agreements are for very short periods, and provide that at the
termination of that period they may be denounced on 6 months’
notice by either side.  We must remember that if we are going to win
trade we must be willing to go out after it and give somothing for it.
Undor modern conditions trade is 8o fluid that it can best be sought
through short-term trade agreements subject to denunciation, let us
say, on 6 months’' notice, By entering into such agreements we can
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win very real advantages for the United States. A trade monns an
advantage to both sides,

Senator VANDpENBERG. You do not like my hypothesis and I do not
like yours because I think you are just as wrong as I am.  So, let us
eliminate the hypothesis and let us come to the actual hard facts, that
under this process the hands of Congress are tied.

Mr. Savre. The hands of Congress are tied

Senator Vanpensenrc. With respect to internal tax problems.

Mr. Savre. With respect to a Federal tax on a commodity covered
by a trade agreement—in other words an imported commodity—
during the life of the agreement if Congress does not choosoe to enact
contrary legislation.

Senator Vanvensenra, 1 Congress does not choose to make a serap
of paper of the trade agrecment?

Mr. Savrr. Of course, as [ have said, these trade agrooments are
short-term agreements. No country ever has made a binding troaty,
I suppose, without giving up some right.

Senator VANDENBERG. In other words, as Senator Connally says, it
is only just a little bit of an invasion?

Mr. Savni. No, I take exception to that. I the United States is
going out after export markets, which it must have if 1t is going to
protect its domestic economy, the United States must enter into these
trade agreements as other countrics of the world are entering into them.
1f we do not do it we will lose our trade. We will never get a trade
agreement if we are unwilling to give some binding concessions in
return for tho greater advantages which we receive in compensation,
No trade agreement is ever concluded unless the President is convineed
that the advanwiges we receive outweigh the cost.  In other words,
the trade agreement is not made unless both sides benefit.

Senator Vanpevsurd. That is alf beside tho point I s interested
in at the monment, Dr. Sayre.  We have not yet come 1o the question
of deciding whether or not these are good or bad. T am interested
solely in this abstract question,

Mr, Sayie. On the abstract question, sir, my answer is that by
the Trade Agreements Act Congress has deleguted to the President
the power to bind during the fifo of short-tetin agreoments a very
limited number of taxes il it chooses not to override those agreements.

Senator Vanvenpura. And it has bound the hands of Congress in
respect to internal taxation?

Mr. Savue. No, that is putting it too strongly, sir; not in regard
to internal taxation; only with rogard to these very peculiar excise
taxes on imported products,

Senator Vanpensrra. That is an internal tax?

Mr. Savui. But the same is true of impert duties. The hands of
Congress are bound in the sense that although Congress can violate
the trade agreement, and can pass any legislation it pleases, if it chooses
to ohserve the trade agreements, then it is bound by such provisions
as those trade agreements contain,

Now, when we promise to a foreign country that we will apply to
all its particularly named and specified products, the hencfit of
these concessions, Congress 18 hound (0 that extent; in return we -are
getting something of greater value. If we are unwilling to bind our-
selves in any way, believe me, we will never get the trade which we
must have if we are going 1o sell our cotton, our wheat, our tobacco,
our rice, our dried fruits, and our autcinobiles,
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Senator VanpeNpera. We will come to that later.  Let us take the
fundamental point and let us illustrate it with vegetable fats and oils.
Jongress 1 its wisdom, so-called

Mr. Savre. Youa are o member of it, sir,

Senator VANDENBERG (continuing). Decided that there ought to be
an excise tax protection against the imports of certain vegetable {ats
and oils.  Now, if tomorrow, Congress should be confronted with a
situation where that policy, in its wisdom, ordered it to he extended
to certain other fats and oils that are covered by your agreements,
Congress could not do it except as it flew in the face of your trade
agrecment?

Mr. Sayrs, You mean if a trade agreement was made lowering the
duty on fats and 0ils? Remember, this power is given Lo the President
only with respect to commmodities covered in the grade agreements,

Senator Vanopenpera, I mesn if you have guaranteed Brazil that
there shall be no import duty on babassu nut oil—now, I don’t know
any more ahout babassu oil

Tr. Sayer. T do know something about it, sir, and 1 would like
to tell you aboutit.  [tis not half as important as it is made out to be.

Senator Vannrnsene, That goes to the merits of the argument as
to whether you ought to have done it or not.

Mr. Savire. No, that goeg--—- :

Senator Vanpensrra, L am interested solely in the power st the
moment, '

My, Savre, 8o far as power is concerned, 1 have answered that, sir.
Congress has delegated to the President the power to reduce tarifis
on certain commodities and to bind United States excise taxes with
respeet to those imported commodities during the life of the trade
agreement, but that does not cover internal taxation as such. 1t
covers only excise taxes on imports. Tt covers only what is included
in the specific language in this act. .

Senator Vanpunsure. But an excise tux is an import tax so far
as the net result is concerned?

Mr. Savru. Yes, insofar as imported goods are coneerned; such an
excise is & form of duty. But when you say the trade agreements give
to the President the power to bind internal taxation, that is not true,
becanse these excise taxes are only a very minor part of our internal
tax structure.

Senator Cranrk. In this illustration that I asked you about a
moment ago, this gasoline tax which is on the books right now is an
excise tax, By avery theory of taxation, the only theory on which
it is imposed is as an excise tax. The same is true of all these nuis-
ance taxes, the tax on jewelry, the tax on furs that we have, all of
them are excise taxes. They are so classified by every tax authority
and evory lawyer that I have ever hoard make a classification.

Senator Vanpunsune, Would you say you had the power to ngree
with England that the internal tax on British cigarettes sold in this
country could not be raised?

Mr. Savire. T would want to consult a good many lawyers beforve |
angwered a question like that, sir, ‘

Sonator Vanornsenra, T think on the basis of the Brazilian prece-
dent, your answer would be “yes.”

Mr. Savne. I would want to consult & good many lawyers. '

Senator VanprNsrra., Then we bettor consult a good many Jawyers
before we extend this act.
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Mr. Sayre. Remember, Senator—I come back again and again to
this-—that these excise taxes are vory peculiar, that with a single
exception there has beon no binding of them apart from the trade
agreements with Colombia, with Brazil, and with Cuba. In those
trade agreements excise taxes on imported goods were bound only
with respect to commodities largely tmpicnﬁ and not directly com-
petitive with commodities in this country.

I think the answer to all you are saying is really very simple, Thoso
negotinting these trade agreements are not trying to leave United
States’ markets unprotected, Thoy are not trying to sell ont Ameri-
-ean producoers, o are trying honestly to got increased trade for
the {Jnitud States in order to increase our export markets, Now,
we hope we are not totally stupid; we hope that we have some intelli-
gencoe in trying to guard against the kind of thing that you nre sug-
gesting——

Senator Vanpenserc. I am not saying you are stupid, not the
slightest; I think you are just as smart and clover as you can bo,

(Discussion ofl the record,)

The Cuameman, We will recess and meet again at 2 o’clock this
aftornoon,

(Whereupon at 12 noon a recess was taken until 2 p. i, of the same
day.)

AFTERNOON HESBION

The committee reconvened at 2 p. m. pursuant to the recess,

The CuamMan, Dr. Sayre, wo will proceed, you may go along with
your statement if you wish, ar if the Senators want to ask you ques-
tions and you desire to answor them, you may do so.

STATEMENT OF FRANCIS B, SAYRE—Resumed

The Cuainman. In the main, as I understand it, the statement
which you havo prepared is a good deal like the statement which was
given to the ITouse committee.

Mr. Sayru. Yes; I will either go ahead with it or answer any quos-
tions which may be asked me at this time according to your desires,

The Cnairman. If the Senators wish to ask some questions at this
time, perhaps you can put the statement in the record that you have
not finished reading. )

Senator Vanpunsenrg. 1 should think we could save time in that
manner. :

The Cuamman. And then you will be able to hold yourself open to
answer any questions which are asked you?

Mr, Sayre. Just as you like. A

Senator VANDENBERG. So far as I am concerned, thore are just a
fow questions that I would like to get u little further light on, 1 have
arlretlmdy read your statement very carefully, as I do anything you
produce. .
! Mr., Sayng. It lies entirely with you, Mr. Chairman, as to which
course I ghall pursue, .

_ Many of the nonagricultural concessions granted by the United
States are on products used in advanced industries or in construction
and by virtue of their effect in reducing production costs are of benefit
to American producers and consumers alike. In most other instances

'
S
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such industrinl concessions as have been granted have been for the
henofit of foreign specialties, the domestic production of which is
limited or nonexistent,

Concessions granted by this couniry on agricultural itoms have
been few in number, both as compared to concessions granted by us
on nonagricultural imports and as compared to concessions obtained
on bohalf of American agricultural products. Many of our agricul-
tural concessions involve products which are not competitive with
those of our own farms. Moreover, to a considorable extont the
competitive items are products of which farmers are themselves the
principal purchasors, such as horsos, cows for dairy purposes, live
cattlo of feeder woights, seed potatoes, hay, oats and turnips for feed,
grass, and forage-crop seeds. The fow concessions granted on the
remaining competitive agricultural products were extromely moder-
ate. In most cases concessions on competitive agricultural products
were accompunied by strict limitations on the quantity which may
be admitted at the lower rates or on the season when reduced rates

apply. . . T .
hile there are definite and significant indications that trade is
boginning to move more freely in response to reciproeal reductions of
the kind T have briefly just deseribed, a complete and accurate mens-
urement of the effects of the program is not possible at this time for
various rensons. In the first place, the program has been under way
for but a short period, Only one agreement hus boen in forco for as
long as 2 years. Ton of the 15 agreements became offective at vary-
ing times during the past year and the agreement with Costa Rica
has yet to come into effect. Commerce does not at once take ad-
vantage of the removal of obstructions to its flow; the reestablish-
ment of markets for products on behalf of which concessions are
obtained is of necessity a gradual process,

Furthermore, the simple statement of export and import statistics
for items covered by the agreements before and after their effective
dates will obviously often be misleading, Some trade increases will
be due to reductions in trade Larriers obtained by trade agreements;
other increases will be due to a complexity of other factors influencing
tho general trond of internatiomal trade. It is impossible accuratel
to evaluate these factors within the compass of a few months, All
trade increases occurring with agroement countries, therefore, cannot
be credited to the concessions so %nr effected, Convorsely, the absenco
of trade increase in the case of any particular commodity covered by
an agreement by no means indicates the futility of the concession
involved. The basic point is that trade today is strait jacketed and
impeded by innumerable governmontal restrictions; and obviously a
normal flow of trade cannot be regained except by first reducing and
insofar as possiblo oliminating those restrictions which are excessive.

Tho painstaking and thorough analyses required for an accurate
measurement of the results of the limited number of agrecments
which have been in force for a substantial period have so far been
completed only for Canada and Cuba. The completed studies are too
detailed and too long for oral presentation to this Committes, and
with the committee’s permission I should like to offer them for the
record. (Tho documents referred to appear at p. 117 and p. 133,
respectively, at the end of Mr, Sayre’s t.estimony.g

t
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In addition | should like to offer for the vecord some tablos contain-
ing o fow instances of marked ineveases in our exports in which the
prosumption i ibrong that the reduction of unceonomie trade barviors
waa o substantial and important contributing fuetor,

('T'he tablos veforred to follow:)

INoriasks N UNgerp Searas BGxronen b op Oeweain Provuvees von Winan
Concustonn Havie Heen Owrainiep

In the Cuban agreement

FUhotmunds of dulles)

Hoptonshor Chiongh August

Prongron. ARreumeng yenea
WORE Yo, | v e B
o ETR 10h o
Patul ssporta to Cabn LXTAUL S KL LE [ R0)
ey N A,
AW hite potntoon, onloing amd drind heans HETH R V(R
P uod shioptders, bavon and fand . Cee 1, {70 LRI} LN
Cannwd aspuraginy, corn, and piens . 11 14 i
Wheat lowr, . v . i, g [ 4, IR
AN snotor vohletes pond ks, ineluding thes nnd tabes 1, NNQ IR0 4, i
Prasengor ntomabilos fatit 1, iy SOL7
RaveHon i rnello gyguiptineg . . Awd T [1IB0]
Ofes minehineey . Wy i B
E o some onfed the rur<~|‘|nwmuumn COuntry's mport dnte hove bom used.
S Cabmn laports feom Daited Srafed Tnerogssd 0GR Lo the 108 38 pereld over R 30 perlod, whiorous
Cubat fmpores feem all other connbtos Tnevensed £2.4 pegeont
Lty perlod Nepteasber Quronigh Aukust l\m.'mm\ Cabmn tmports from Qalted Btatis Tigionsm! 169
1

porcent over the snee pertod of I8 while Caban Saguots fione al) other eosntries declined 41 peresnd

& AD nermse of over 10 pereend
A gontest, Totab Hadtod Staden oxports of those peadaets wees doeiining,

In the Belgian agrovment
Ui of dollie)

My through Apeil,
neltinlve

Prongron | Apreoriont

mant yony yenr
[N L) 1038 40

D T SR

Fotal Bulglon tmporte trom Calted Batea. ... ... e . 4%, 0 VA, 108

LTS PI R I T

Automobilo pivrt (e bled our) . 2, 0 1, dug
Hudlo tubes, L e . A7 407
Cnloulntor, Eypewpltvoen, oto, T W tug

b ol tnn Rogorta trons Unfted Btatea [ovopsed by $10 00,000, oF 23 poreent, durlig the st your of th
M‘mxu;m o‘v:\r the praceding year. At e asne tme Bolcdan lmporea fron all obher oot isd neronser
only b pereont.

B Lo o b e



BXTUNDING RECIPROCAL TRADE AGREEMENT A 43
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In the Brazilian agreement
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At this point I should like to make an observation or two, if I may,
with regard to agriculture’s intoroest in the trade-agreements program,
I have already commented on the concessions obtained for our agri~
cultural produects in the agreements thus far negotiated. I cannot,
however, ignore the offorts that have been made in certain guarters
to misrepresent the objectives and achievements of the program as
they aflect agriculture and the fundamental interests of agriculture
in relation to the program.

It is one of the ironies of our public life that such misrepresentation
and misundersianding should prevail, in view of the fact that those
who have been charged with the responsibility for executing the
program have boon so painstaking and tireloss in their efforts to help
agriculture and have accomplished so much in the fuco of the great
obstacles which they have confronted. The fact is that no stone
has been left unturned to get valuable concessions for our farm
products abroad, and much has already been accomplished. More-
over, there are excellent prospects that much more can be accom-
plished toward reopening }oreign outlets during the next fow years,

There are those who make much of the fact that imports of agri-
cultural &)roducts have increased markedly during the past 2 or 3
yeurs and seek to portray this as o highly sinister developmont for
which trade agreement cencessions on farm products are primarily
responsible.  Novertheless, the essential facts are: (1) That much of
the increase in imports of farm. products is in raw materinls and food-
stuffs which are wholly noncompetitive with domestic agriculture and
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is simply an accompaniment of economic recovery; (2) that most of
the remaining incrense is in produets of which severe domestic
shortages developed as the result chiefly of two of the worst droughts
in our history; and (3) that trade agreement concessions on farm prod-
ucts, while facilitating somewhat the entry of certain products, have
on the whole been a very minor factor in the import situation.,
. By far the most important item in the catogory of competitive farm
products on which duties have been reduced is sugar, and imports of
sugar are limited by quotas established pursuant to separate sugar’
legislation. There have been duty reductions on a fow othor items of:
a more or less competitive character, but the number has not boen’
large; the reductions have been made only after the most careful study
of the facts and, where necessary, have been accompaniod by special
sufeguards; and despite the controversies which some of them have
provoked, thoy have not boen such us to inflict undue injury uport’
domestic producers. :
In all of the controversial discussion of this mattor of farm imports-
there is one cardinal fact that those who eriticizo the trade agreements
persistently ignoro. That fact is that a tariff policy which spoils.
agriculture’s domestic, as well as its foreign, murket cannot in the
long run be helpful to any branch of agriculture. The prohibitive
Hawloy-Smoot rates did not rescuo agriculture from the depression;
just the contrary—thoey helped to intensify the depression and made
the situation infinitely worse for farmers, - What comfort is there for
farmers in the thought that they are in possession of 100 percent of a
domestic market if meanwhile gross farm income falls from $11,900,-
000,000 to $5,300,000,000—as it did between 1029 and 1932? Which
is bettor for the agricultural producers of this country—complete
possesgion of a domestic market in which they can sell only 100,000,000
pounds of u given commodity at poor prices, or 97 percent of a domestic
market in which they can sell 200,000,000 pounds at good prices?
That is the nub of tho whole matter. Tho trade agreemeonts program
is helping to restore prosperity for the country as a whole, and in
doing that it cannot fail to benefit all branches of agriculture,

11, THE URGENT NEED OF RENEWING THE TRADE AGREEMENTB ACT
AB A MEANS TO FULL AND BSTABLE RECOVERY

Finally, I should liko to bring to your attention the urgent need-—
porhaps I should say the imperative necessity—of continuing the trade
agreements program, for another 3 yoars, if full domestic recovery is
to be achieved and made secure.

As has been pointed out, the Trade Agreements Act of June 12, 1934,
was necossitated by the emergency which then existed in our foreign
trado, 1t was then recognized that complete’ domestio recovery
would be impossible without restoration of foreign markets. Only

thus could our people secure that inerease in their standards of living

which is made possible by the fullest development of the Nation's.
productive abilities and resources. S
After 2)% years since the pussage of the act, the situation today
sums up as follows: There has been a very substantinl amount of
recovery within the United States as measured by the customary
indices, such as production, factory employmont, the general price.
126003 emliTome ot Tomemmed '
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levol, and the like, Likewise, thore has been u notable improvement
in our foreign trude position ns compared with u few yenrs ugo,

Nevertheless, two things are clear: The first is that domestic
recovery, oven if measured in torms of 1929 levels, is fur from com-
plete, and still more incomplete if we take into account, as we should,
the incronses in our population and our productivity per worker that
have taken place since 1929, The socond is that the pronounced lag
in our foreign trade as compared with the other indices of recovery—
& lag which porsists dospite the encouraging expansion in our foreign
trade which has oceurred during the past 3 years and instances of
which we have just reviewed—-ds one of the chief obstucles to complote
and stable domestic recovery. If no furthor stops are tuken dwing
the next fow years to remove presont obstaclos to the continued
expansion of our forcign trade, not only will further improvement of
our generul economic position he retardod, but there is also o renl danger
lﬂmt a purt of the substantial gains which have now been mado may be
ost, ‘

In spito of & very considerable improvement from the disusirously
low lovels reached during the depression foreign trade still lags far
hehind tho goneral vecovery. Thus, in Qetober 1936 our exports wore
only 50 percent of the avernge monthly exports of 1920, The sig-
nificance of this Ing in the rocovery of foreign trade becomes clear
when we consider the importance of loreign trade in our whole eco-
nomic structure.

To show how precarious is any basis of vecovery which fails to
include a further expansion of our foreign trade, it is nocessary only
to cite one or two broad illustrations, Take the cuse of agriculture,
to which I have already alluded. Amorican agriculture hax long
been, and still is today, heavily on an export basis: such readjust-
ments as have oceurred in recent yoars have not altered this basic
fact.  In 1935-36 our exports of agricultural commodities nccounted,
at average yields, for nearly 28,000,000 acres of productive land.
Moreovor, even if from this figure we deduct the number of acres which
would have boen nocessary to produce the more or less competitive
farm products which were imported, assuming that these importod
products could or would have been wholly replaced by domestic
production, we would still have had left a net export of agricultural
products (x(luivulunt to some 13,500,000 acres.

"This, be 1t noted, was the situation alter 6 years of depression and
rising trade barriers abroad which had greatly curtailed foreign out-
lets for our farm produets; and it also followed not long after the
govere drought of 1934 the offects of which tended both to veduce our
exports and increase our imports of farm products,  To comploto the
picture, it would be necessary to consider how much Inrger the gross
and net export acréage figures would be if the progress which has
recontly been made in reopening foreign markots for our farm surpluses
should continue in the years immediately nhead. Thus you see how
absolutely vital to our %.rmers are our foreign markets,

On the other hand, to appreciate the significance of a failure to go
forward with such a program, it is necessary only to ask what will
happen to farm prices and {arm income if the recent crop shortages
induced by droughts are followed by & yoar or two or normal or better-
than-nverage yiclds. The answer 18 written large in terms of our past
experionce.  The result will be large surpluses over and above domestic
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needs, and the difference between good and poor foreign markets for
such surpluses will moan many millions of dollars to the farmers of
this country, It can mean all the difference hetween prosperity and
adversity.

Or, again, tuke the case of those Lighly important branehes of our
manufacturing industry that are on an export basis, particularly those
producing durable goods sucl ag automobiles, radios, and numerous
types of machinery and equipment. For a time the backlog of re-
olacements resulting from the long period of depression, plus an
imcrense of installment sales to consumers, may serve to obseure and
lesson the ill effects of o lugging recovery of foreign outlets for the
products of these industries.  But the evil day is likely, at bost, only
to be postponed. Tike the export branches of agriculture, these
export branches of our manufncturing industry are geared to produce
far more than they can for long sell remuneratively in the domestic
market, And the fuct is that these constitute a surprisingly large
portion of the total of our manulacturing industry.

It is clonr that continuation of the encouraging progress that has
already been made in reopening foreign markets is o matter of urgent
and really vital necossity for the best interests of the country as a
whole.  Consequently it becomes pertinent to inquive, What is our
present, situntion with regard to barriers which retard the restoration
of our forcign trade und of world trade as a whole?

Although most countries have, like the United States, experiencoed
u considerable degreo of internal recovery during the past 4 yoars;
many of the abnormal restrictions on internutional trade which arose
during tho depression #till persist, As n result recovery has, in al-
most overy country, beon aneven, unbalunced, and incomplete. In
many cases it has boen made possible only by such artificial stimula-
tion us rearmament. In overy country the consumption of products
which are on an import basis is greatly restricted, and in some, in-
dustrial activity has bheen hampered by a shortage of those raw
materinls which niust be itmported.

The removal of these persisting restrictions clearly requires a longer
time than the recovery of production for the domestic market, This
is partly beeauso it involves negotintions—often prolonged negotin-
tions—between governments, partly beeauso of the opposition of
vested interests which have grown up bebind the new restrictions
and diseriminations, and partly becnuse the wenk financial position
of many foreign countries is still making it difficult for them to relax
their trade controls,

It is for rewsous such as these that the work under the Trade
Agreements Act remains largely unfinished al n time when many
other of the emoergency tasks of this Government have been comploted
or are nearing completion.

In the present exitical situation of our international trade, all thoo-
retical disenssions on protectionism and free trade are academic and
out of place. We, are faced with a situation of serious gravity, in
which it is imperative to restore at least that minimum of international
trado which is indispensable for continued domgstic recovery.

Many foreign nations, becouse of their precarious financial position,
are finding it difficult to relax their trade restrictions. We cannot

mako & trade agreement with any country until the conditions in thut,

¢
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country are ripe for such an agreement. But our experience has shown
that where conditions do permit foreign countries are ready and
dnxious to make mutually profitable trade agreements with the
United States; and it is o matter of paramount importance to us to be
prepared, in such cases, to net promptly and effectively.

he present outlook in the field of international economic relations
is more promising than it has been for some time. In the period
which lies immediately ahead, agreements are likely to become possible
with an increasing number of countries. Particularly is there an
eéxcellent prospect of negotiations during the noxt few years with
countrios which have beon leading markets for our farm produets.
Both the public utterances and the conereto actions of foreign govern-
ments give unmistakable evidence of an increasing realization t%mt. full
Yecovery is not possible for any nation without a substantial restora~
tion of international trade, and that the method which wo have adopted
in our trade-agreements program during the past 3 years offors the
onlIs: practicuble hope for such a restoration of international trade.

The situation is manifestly one which calls for a renowal of our
authority to go forward, during the period which lies immediately
dhead, with the trade-agreements program on the constructivo lines
that have heretofore been followe(l‘

“The situation which we now confront is clearly one which--despite
the recent encouraging progress toward general recovery and the
improvement in our foreign-trade position—can only be properly
described as urgent. Tt is urgent not nlone in the economic sense
which I have here been stressing, but also in a larger sense, In the
present highly unsettled political situation throughout the world,
with the issue of peace or war hanging delicately in the bhalance, the
contribution which the trade-agrecments program is making, and can
continue to make, to the restoration of world prospority and henco to
world political stability is a considoration of the utmost importance,
To abandon our constructive offorts to restore trade at the present
juncture of affairs would bo unforgiveable.

No nation is so abundantly endowed with natural resources and
technical skill that it can be economically sufficient unto itself and
remain prosperous, Trade constitutes the very lifeblood of natious.

1f ordorly processes of trade brouk down as a means for securing the
ready exchange of goods and the distribution of the necessary raw
materials of the world, conquest and the march to imperialism become
woll-nigh irresistible, Economic nationalism mu‘ its corollary,
imperialistic expansion, alike lead to perpotual conflict,

America must, thorefore, reach out toward liberal trade policies
such as the t,rmic-ugmomcnts program, not only because increase
trade means increased profits but tecause it is the only sure founda~
tion upon which to build for world peace.

(Mr. Sayre also presented for incorporation in the record four
memoranda dealing, respectively, with the most-favored-nation policy,
Executive conclusion of trade agreements, presentation by interested
parties of their views with respect to proposed trade agreements, and
the balance of trado of the United States. 'These memoranda follow
in the order named and are in turn followed by the momorandum on
the cgn)stitutionality of the act which was earlier introduced into the
record:
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I, ADHERENOE BY THE UNITED STATES TO0 THE UNCONDITIONAL MOST-.
FAVORED-NATION POLIOY IN CONNECTION WITH THE TRADE-AGREE~
MENTS PROGRAM

PURPOSE OF THE TRADE-AGREEMENTS ACT

The powers conferred and divections ladd down by Congress in the Trade
Agreements Act arve declaved to be “for the purpose of expanding forelgn
markets for the products of the United States” It is recognized in the act's
provisions that the accomplishment of this purpose necessitntes offorts on two
different fronts,  On the one hand, it reguires the rveduction of excesslvo
tarift barrlers and other governmental impediments to trade; on the other
hamd, and no less urgently, it requires the reductlon and progressive ellmina-
tion of the many discerimlnatory and arbitrury practices which distort and
strangle trado, and the substitution of an order based upon the principle of
equality of opportunity and treatment., .

USE OF DARUAINING POWER NECEMSARY ;

These 1ve the two mnin objectivey of American commerclal policy as ox-
pressed an the Prade Agreements Act,  The pursult of each necessarily in-
volves the use of burgaining power by the United Statey.  Concesslons in its
tariff rates and other import rvestreietions huve to be granted hy the United
States in order that corresponding concesslons from forelgn countries may be
obinined, Likewise, nondiseriminntory treatment must be given by the United
Htutes (o haporty from othier countries in ovder that nondiserimivatory trent-
ment, for Amervican exports may be obtalued from other countries, .

In respoct of the specific concessions which form the direct exchango he-
tween the Unlted Stotes and fovelgn countrics in the agrocmoents, the trade-
agreements program s, obviously to all, a burgaining program., Beenuse the
bargaining clement 1s not 80 obvious in the exchange of nondiseriminntory treat-
ment, the wholly erroncons statement is sometimes made that the United States
oxtends ity concessions to third countries gratuitously. Properly, however, the
grant of nondiseriminatory treatiwent by the United States, which involves
tho genoralization of the trade-ngreement concessions, should be considerod
as o reckprocal teade or bargain in itself, quite distinet from the bargain in
which the concessions were oviginally given. What the United States doew,
in effeet, I8 to trade the extension of all of its concessions in bulk agalnst the
ex{ension to i of all of the concessions which the varlous recipient countries
have granted, are granting, or may in future grant to all other countries,
The reciprocal element s present in the extension of concessions just as muceh
as it 1y in the original exchange, Both are bargaining transnetions,

. 3
MOST EFFECTIVE UBK OF BARGAINING .POWER

In any trade-agreements program that could be devised, bargaining power
would have to be glven up, not only to “pay for” the tarlf and other concess
gions which the United States desires to obtain from the countries with which
it 18 negotinting, but also to obtaln, or assure the maintenance of, nonds-
criminatory treatment in the markets of these and of other countries. The
eawential question, therefore, i8: Under what polley or method of procedure
can the United Sintes obtain and sssure nondiseriminatory treatment for its
exports most quickly, most ensily, and most completely in return for the bar-

galning power which it has and iy willlng to use for this purpose? '

POLICIES WIIICH MIGHT MAVE BEEN ADOPTED

_'There are throe policies or methods which might have beon ndopted by

Congress In (his vespoct: (@) the policy of exclusive preferemces, () the

conditfonal most-favored-nation polley, and (¢) the unconditional most-favored.

natlon policy. The third of theso policles (which was the existing policy of

the United States) was the one which Congress in fact adopted, o
Why were the other two pollcies rejected? .

‘
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THE INTERNATIONAL OBLIGATIONS OF 'IHE UNUIED STATEH

At the time that the Trade Agrevments Act way passed the Unfted Slates
wis o party Lo most-lavored-nation trenties and executive agreements with 47
countries,  "Lhe majority of these Instraments pledged the United States to
grant most-favored-nation treatment unconditionally, 1 the policy of exclusive
preferences or the conditionanl most-favored-nation policy had been adopted
in the ‘Prade Agreements Act, all of these unconditional most-favored-untion
obligutions would have had to be terminnted,  flad this been done, om' exports
woulil have been deprived of legal protection in the countrles in guestion and
would have been rendered hlghly vulnerable to the wldespread retallation
which the subsequent refusal Lo extend the trade agreeinedt coneessions would
have Invited, "The immediate result would have been (o deprive American
exporters of the favorable positions fn these markets which they enjoyed and
now cnjoy. It would then huve become necessary to seek to regaln that
favorable position, but the treatment we had been vecelving from these coun-
tries could not have been brought back globully; It would, under elther the
pollcy of exclusive preferences or the conditionnt most-fuvored-nation poliey,
bave had (o be reguindd concession by concession fu return for equivalend
Individual coneesslong from ug, Thus, the fipst resull of the adoption of efther
of these other two polleles would have been the loss fnoa great number of
forelgn moarkets of the equal trentment which we had been receiving, placing
us under (he necessity of giving up valuable bargaining power to purchase thiy
treatment baek,

Pavadoxleal though It may seem, the status of our (rade even in those
countries with which we had condittonal most-fuvored-ngton  commitiments
would also have been adversely aflected by tho adoption of the conditional
most-favored-nntion policy.  These conunitments had for yenrs heen  inter-
preted unconditionally by the United States and the other parties to themn;
hence o reversion by the Unfted States to the conditfonal inferpretation would
have altered the gituation of facl whh respeet to (hose countries no less
radically than with respeet to tho countries with which unconditional commit-
ments obtalned, and the consequences wonld have been similar,

Today a change of polley to that of exclustve prefevences or of conditlonal
most-fvored-natlon trentment would be even more disndvantageons to the
United States In Ahiy respeel than it would have been when the frade agree-
ments program was dnltlated In 1034, for today, stend of belng a purty, as
It was on June 12, 10834, {0 most-favored-nution treaties and excentive agree-
mentx with 47 conntries, 1t 18 & party to sueh obllgntlons with redpect to 53
countries. (See attached Hst of treatles und ngrecments,)

'The disadvantages Inherent in terminating these contenetun obligntlons nnd
in shifting from the unconditionnl to the conditionnl wost-favored-nation polley
or o that of exclusive preferences, while great, would not, off conrse, constitute
a concluslve argument, against snch o conrse 16 either of these other polleles
aippenred better quallfied (o give effeet Lo (he purposes of (he Frade Agreements
Act or to be In the Interests of the United States gonerally, Both of these
other polleles, however, Involve serlous Msdvantnges which are not found
n the unconditionnl most-fovored-nution poliey while the outstunding ndvantage
of the lutter, that 1t promotes equality of treatment {n commerelnl mutiors
therehy assisting world tvade nnd advanelng the enuse of ponee, 18 consplenonsiy
absent In them,  Prefercnces and the dserlmbnntlons which they neeessnrily
involve, whoether pevmunent (ag they would ho undor the first of these nlfer-
nativo polleies) or temporary (us, theoretleally, they wonld he under the eon-
ditional most-favored-nntion polley), not only nre hnvmful to trade It ereate
international feletfon and 11 will,

THE POLICY OF EXCLUHIVE PREFERENCES

Under a poley of exelusive preforences a concessdon given by the United
Btates to Franee on wines, for Instunce, would be enJoyable by France alone;
wines coming from all other conmteies wonld be psgessed o highor rate of dnty
than wines coming from France; and the favorable Freneh rate could not be

“obtained by other countries through subsequent bargalulng. In the ¥rench
market the United States would obtain concessions which, shilarly, it would
nlone enjoy.

Concesslong glven on this basis would, of conrse, constitute outright and
unmitigated diserimination by both countries agninst all other countries.
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Desplte the very ohvions risks whieh diserlminntions fneur, oxelusive conces-
slons have been widely resorted to, purtieularly by eeprtain European countries,
during the depression,  While equallly of trentment has been genernlly mnin-
tafned with respect of taviffs; quotad, exchunge controls, huport leensing
pystems, and clearing and compensation arrangements have generally been
operated on {he busls of exclusive preferences nnd coneessdons,  Phe experience
of other natlong with thin poliey has provided the Untted States with exeellent
materlal upon which to Judge 1ts merits,

he concluslon could hardly he mora clonr, Through the diserimbintion
which 18 thelr fnevitablo counferpart, excluklve concessions nhways invite nnd
often compel retulintory or defenstve action, with the result that the expunsion
of trade which they rany sorve o obtaln in one quarter 18 offset by the losses
which thoy entall In other quarters,  Moreover, In practiee, even the fnmmediote
ndvantages which {hey have appenred to hold oul have often proven fllusory,
Thus when the balanee Is enst, exelusive concessions, regardioss of how aftre-
tive they may appear In themselves, ave found to huve conferred upon the trade
of the nattons cmploying them no benefit whatever or at best advantages which
wre meager and {ransitory (o compensate for the serfous digsndvantiges and
dangers which they involve, .

Apnrt from the 1 will they eause ind (he vetalintlons they provoke, one of
the most serlous of the disndvantages of exclusive concessions nnd special
ndvantages Hes in the faet that they tend to foree International commeree in
the «rection of bllnterally balineed exchanges,  Thereby  so-called  multf-
angular (rade, which 19 0o natnral result of diversities in the cconomie resources
and structures, the stages of development, and the consuming tastes of individ-
unl natlong (nnd which formy a more fmportant share of the forelgn trade of
the United States than of most other natlons), 8 not only prevenfed [(rom
expunding but s foreibly reduced,  An inerensing share of the woerlds com-
merce 1s thus foreed fo flow in unecconomle ¢hunnels under the influence of
wrtficdint vestrietions on the one hand and of artificial sthmuli on the other,
Unecononife ¥ourcos of supply ave developed at the expense of sources from
which Hke goods could be obtained more cheaply, the cost of importy 18 ralsed,
standards of Hving are lowered, and not only 18 the total vohune of world
trido dimintghed but the fur-renching dislocations effeeted In produetion and
demand make Hs vestoration inerensingly difiendt,

FIS CONDITIONAL  MOST-FAVORED-NATTON  POLICY

Under the conditlonn] most-favored-nation polley the concession given by the
Unlted States to Wreanee on winey in the trade vgreement with that countey
(to continue the exnmple nged ahove) woald he enjoyable by Freance nlone,
not on a pernmuently exclusive basls, but unless and untll other eountries
interestod In it obtainead {ts extension to thems through the grant of concesstons
to the United States gimilar or equivalent to thove which France granfed in the
trade agreoment to obludn it

This polley had been tried by the United Stades over a long pertod nnd had
ultimately heen abandened in Mr, ITnrding's administeation upon the ndvice of
Seerotary of 8tate Tughes as unsatisfoctory,  Moreover, {hroughout the world
ut lnge 1t i8 vapidly becoming extinet,  Qut of 625 ngrecments pledging most-
favored-nation treatment with vespect to eustoms duties hetween different pairs
of countries on January 1, 1088 (the most recent date for which a compre-
henslve survey has been made) only 48, or about 8 pereent of the lotal, wore
conditional, A slmilar survey of (he present sltuation would show an even
greater prepondernnce of the unconditional type, for in the mceantime a fow
of the conditional agreements have been (erminated and o substantinl number
of new agreements of the unconditfonal type have been concluded.  lven these
flgures exnguerate the haportance of the conditlonal most-favored-nation clause
for the reason that the Lurge majority of the relatively few agrecments of this
type throughont the world that ave not yet terminated nrve in present practice
construed unconditionally.

In these cireunmstances strong reasons would have had to exist to have
persuaded Congress to readopt the conditional most-favored-nution policy. Such
rensons were, and are, entirely lucking, for the conditional most-favored-nntion
policy 18 one totally unsuited to the carrying out of the purpose of the Trade
Agreements Act.

A reciprocal most-favored-nation pledge, it should be recognized, 18 shinply
a mechanism whereby concesslons nre exchanged. When this mechanisih I8
employed in its unconditional form, the exchange 18 mnde, us it were, *whole-
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sale”, all of country A's concessfons, present and future, belng traded ngainst
all of country B's concesslous, prosent and future; when it Iy employed In its
conditlonal form, the oxchange ls made “retull”, ouch of country A's concessions
aguinst. each of country W concessions, Under the one system equality of
trentment between tho contrncting natlong iy ostablished at the outset ; under
the other, contracting natlons are obliged to puy for equalily of troament
plecomenl,

Only at first slght does 1t appear that moro bargalning power to accomplish
the sume objective lns to be glven up under the unconditionnl, than under the
condittonal, mosi-fnvored-nation poliey. The compensation for the extension
of concesslons under the conditional most-fuvored-natton policy, belng specifie
In the case of ench indlvidual concesston, Is assumed at first slght to be move
cortaln, and heneo of greater worth, than the compensation recolved under the
unconditional polley. In fuct, howevor, the compensation, or the quid pro quo,
15 the essenco of the pledge to accord most-fuvored-nution trentment, when that
pledge 1 given reclprocally, whether it be in the conditional or the uncon-
ditional form,

The conditional most-favored-nntion poliey does not contemplate the wide.
sprend , ndoption of permanent, oxclusive preferencos; on the contravy, it s
based on the theory that, although temporary preferences may be enjoyed by
particulnr countreien under this sysiem, competing countries will seek to buy
tholr way to a poeition of substantial equulity in the markets which consnme
thetr products and will 1u tlme, and in the maln, succeed in doing so.  After
a purlod of bhurgaining two nations conducting thelr mutual commerclal reln-
tions on the conditional most-favored-nation policy are likely to find themselves
with respect to any glvon concessions, back at the point where they would have
started had the unconditionnl most-favored-nation pollcy been upplied. The
barguining power gradunlly given up under the conditional polley “buys”
no more, if ag much, in the end than the same bargalning power glven u{)
under the unconditional poliey “buys” at once, But in the Interval which
elapses under the former pollcy serlous disadvantages are incurred by both
parties and, to the extent that the dotnlled haggling fails to result in a bargain,
diserlmination may become more or less perinanent.

The chicf disadvantages of the conditional most-fevored-nution polioy-—~
The three most important of these dlsndvantages may be briefly mentloned, it
being ussumed for the purpose of illustration, that the United States were
.conductlng ts commercinl relations on the conditional most-fuvored-nation
hasis,

(4) The Unlted States would frequently have diffi-ulty in securing promptly
the extension to it of concessions granted to Jts competitors,  Suftable compen-
gation for the extension of each concession would have to be found and agreed
upon between the United States and the country which granted the concesslon
Phis might regquire considerable nogotiation, during the course of which the
favored competitor would be entrenching himself in the other country’s markets;
and American exporters might have Jost thefr share of these markets by the
tlme that the United Stutes won the extenslon of the concession to ity trade,
With concessions belug frequently made by forelgn countries, the United States
wonld be kept in a constant state of negotintlon under the conditionnl most-
favored-nation poliey and itg irade In u constant state of uncertainty.

(B The concesslons which the United States would obtain in trade agree-
ments under this policy would have only temporary value for they would be in
danger of being undercut hy the grant of still groater concessions on the same
products to other countries, These increased concessions, which would rob of
thelr value those which the United States had obtalned, would subsequently have
to be indtvidually negotinted for under the conditionnl most-fa vored-nntion polley,
whereas under the unconditional policy they would be (and, in fuct, are) ox-
tonded to the United States immedintely and automatically. .

(0) The conditionnl most-favored-nation polley not only would bo ineffective
ag a means of preventing and removing forelgn diseriminations against Amet.
fean trade but wonld actoally tend to create new diseriminations,  Under this
policy countries which do not now diseriminate against Ameriean trade would
be denled the beneflt of the trade-ngreement concessions untll they had given for
the extenston of each concession to themr a speelfie quid pro quo.  All that they
~would be nble to offer would be reductlons in their nondiscriminatory rates. In
other words, the Ynited States wounld be attempting, by setting up diserimi-
natlons against them, not to bring about the removal of discriminattons but to
coerce them into reducing nondiseriminatory trade barrlers, Tactieal consid-
erations would suggest Lo these countries that the hest means of meeting such-a
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situation would he by setting up discriminations of thelr own in order that
they might bo in a position to offer the removal of these diserlminutions in
return for the removal by the United Blates of ity discriminations against them.
In the negotinttons that would follow the other country would offer tho removal
of ity diseriminatory retalintory duties in return for the removal of our dis-
criminatory coercive dutles, 'The ultlmate result of possibly long-drawn-out
negotiations and friction would be the reciproeal removal of the diseriminn-
tlons and reestablishiment of equal treatment, or what would have been obtained
at the outset bad the unconditionnl most-favored-nation policy, Instead of the
conditional, been followed,

Maoreover, {f the United States attempled to apply coercive tactics of this
kind to others, it would encourage them to apply simflax tactics to it. For
exnmple, let it be assumed that for domestic rousons the United States has
found It undesirable to reduce the duty on a certain product in any trade
agteement, A country produchng and exporting this product desires to force
tho United States to reduce the duty, Applying the conditional most-fuvored-
nation theory It denles Ameriean exports the benefit of concessions which it
has made under its trade agreements with third countrles, or it diserinminates
agamsl Amerlean trade In some other way, until the United States reduces
the duty in which it {8 interested.  The United States would bhe compelled, In
order to protect 1tg export Intorests, to do this or eise to institate new, retali-
atory diseriminations agulnst the other counfry. "Thus the conditional most-
favored-nntion polley, far from belng a means of preventing or removing dige
criminations, tends to create them,

It may be noted that a country which includes the unconditional most-fa-
vored-nntion clause in the treatles and agreements it emters into, but which

" refuses to generallze its condessions to countrles with which it has no such
treatles or agreements, Is in reality following a conditionnl most-favored-nation
policy. By forcing or attempting to force nonagreement countries to give
cquivalent concessions in order to recelve the benefit of its concessions to
agrecment countries, a country following this hybril poliey sets up at least
temporary diserintinations against the trade of nonagreement countrles, Such
a policy has the sume dlsndvantages as the conditional most-favored-nation
policy with one exception, namely, that it avolils the necessity of continuous
negotintions with the countrles with whicli agreements (containing the uncon-
ditlonal most-favored-nation pledge) have been concluded.

These are, in brief, some of the prinelpal reasons why the unconditional
maost-favored-nation policy was adopted by the administeation and by Congress,
fnstead of the policy of exclusive preferences or the conditionnl most-favored-
natton polley, as the bagie policy of the trade agrecmienis program,

APPLICATION OF THE UNCONDITIONAYL MOST-FAVORED-NATION POLICY

Tn accordance with the unconditionnal most-favored-nation poliey, and under
the terms of the T'rade Agreements Act which give expression to 1t, the con-
cosstons granted by the Unfted States In trade agreements are applicd to lm-
ports of tho goods In question coming from all countries which are granting
nou-diseriminatory treatment (f e, are similarly extending thelr concessions)
to fmports from the United States, .

In some quarters the extenston of the trade agreement concesslons has been
adversely eritlelzed as belng contrary to the conception of tariitf bargaining.
An exchange of concessions between the United States and another country,
while {t may In ftself constitute a good bargain, I8 twned Into a bad bargaln,
it I8 argued, when the United Statey extends tts part of thoe reciproeal conces-
glong to all other countries.  Thiy fallure to appreciate the compatiblity of the
prinelple of equality of treatment (L e, the unconditional most-favored-nation
principle), which involves the generalization of the trade sgreement conces-
slons, with the conception of reclproeal agreements or tarviff bargnining, fre-
quently, it has been observed, grows out of a fanlty or Incomplete knowledge
af the facts of International trade,

Concesslony are granted by the Unlted States in trade agreements as a
general rule to the country which Ix the principal supplier of the product in
question,  In the cases of some products, several natlong may be lmportant sup-
piiers, but {n most of these instances an examination of the trade reveals that
the interested natlons do not supply fdentical products, The impleation, which
usunily forms the basis of criticlsm of the policy of extending the tradeagrees
ment concessions, that a concesston i8 of equal value to all countrles and that
through its extension to third countries the Unlted States s opening its markets
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to 50 or 60 times the quantity of imports which wounld be made if the concession
were confined to one country, is thus completely erroncous, On the other hand,
the conclusion should not be drawn that the value to third countvies of the
trado-agreement concessions is negligible, Countrics which arve secondary or
minor suppliers do dertve some and, in certain cases, very definite benefits from
the concessions extended to them, just ag we benefit from the concessions which
they extend to uy on products of which the United States 38 a secondary or
minor supplier in thelr markets,

What are the benefits and advantages whichh the United States obtaing by
extending the concessions that it grants In trade agreements to hmporty from
all nondiscriminating eountries?

GENERAL BENEFITS T0 THE UNITED HUATES

Because of thelr preponderant importance from a long-range viewpoint, iwo
benefits of a generval nature should Le mentioned before the more direct and
specific benefits,

(@) Promoton of world trade.~The unconditional most-favored-natlon policy
has been shown by long and general experience to be the policy most conducive
to the creation of those conditions in which trade between nations can prosper
best. By basing their mutual commercial relations on this policy, and to the
extent that their example succeeds In extending the practice of it by other
nations, the United States and the countries with which it enters into trade
agreements ave laying the foundation for an expansion, not only of their
mutual trade, but of world trade as a whole. In so doing, of course, they in-
directly, but no less certainly ov substantially, benefit themselves,

(b) Promotion of peace—In the second place, dhie establishment in commer- .
clal matters of cquality of treatment removes many of the causes of friction
hetween nations and furthers international goodwill, Dreferences, whether
exclusive or conditional, through the irritating and often ruinous disadvantages
at which they place the producers and traders of the nations discriminated
against and through the adverse effect which they have upun employment, wage
l¢vels and standards of living, constitute one of the most Important sources of
international resentment and i1l will, progressively underminiug the structure of
peace. The unconditional most-favored-nation policy, on the other hand, is the
commercial policy most conducive to peace; it might be termed, in short, the
policy of peace. The application of this policy by the United States and other
countries in conneetion with the trade-ngreclents program, therefore, confors
an Indirect but nevertheless supremely important benefit vpoun their respective
commercial systems.

SPECIFI0 BENEFIF8 10 THE UNITED STATES

The more direct and specific benefits obtained by the United States through
the extension of Ity concessions may be considered ag divided into three classes:

(@) The orercoming of old discriminations against Amcrican {rade--—The
forelgn commercinl policy of the United States has been based in fact upon
the uncondltional most-favored-nation principle for many vears, but because
the grant of most-fuvored-nation treatimnent by the United States before the
enactment of the Trade Agreements Act conferved litlle real benefit, munerous
diseriminations that thls Government’s efforts were unable 1o remove were
practiced against Amevican trade. Since May 1, 19357% however, the grant of
most-favored-untion trestment by the United States has conforrved detinite
-specific beneflts, Tn order to recelve these benefits eortain couutries have
removed oxisting diseriminations from Ameriean trade or offered other advan-
tages that had previously been denjed.

An important example of this type of benefit to the United States {8 provided
in_the case of. France from which the United Stufes, In the trade agreement
effectlve June 15, 1986, secured o pledge of most-favored-nation treatment,
which 1t had been impossible to obtain theretofore. By virtue of securing this
pledge the United States obtained more favorable treatment than before with
respect to approximately 4,330 tavif poxdtions. Minimum duties were obtained
with respect 1o 500 tariff positions to which the maxhoum rates of duly had
applled before and with vespeet to 8,760 positions to which the intermediate

1My 1, 1935, 18 the date on which the trade agreement with Belgium, the first whose
voncesgions were extended to other countrics, was proelaimed. hig, then, ig the date on
which the most-favored-nation poltey, applled in connection with the reciprocal trade
agreements, beeame ¢ffective. ) . . )
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rates had applied before. Wiih respecl to a further 2,860 tariff positlons to
which the minimum rates of duty applied before, the obtaining of most-
favored-nation treatment constituted a guarantce of the continuance of the
favorable treatment which these positions already enjoyed. !

Another example {8 provided by the trade agreement with Canada, effective
January 1, 1930, in which the United States secured trom Uanada the pledge
to grant American trade the most-favored treatment granted to any foreign
nation. By virtue of thig pledge, lowered Canadian duties beeame tmmeddiately
applicable to imports from the United States of products covered by about
600 items of the Canadlan fariff. Among this large number of produets, which
had for years been subject to higher duties on imporiation from the United
States than when imported from France and certain other countries, were
many important American agricultural and industrial produets, "Together they
used to account for about 30 percent of total Canadian fwports from the
United States. S gty

(b) The avoidance a#tfaliation agaiili®adgmerican trade—~Like the United
States, practicall " countries have means af'dheiv disposal for penalizings
und even for dg##toying, the trade of other countrleg in their markcts, Were
the United g8 les to grant its trade agreoement sslons exclusively, or
extend them?only on a conditionalmgst-favored-nation B#gls, such action would
be an opgfi“and compelling invitdtion to"those countries Whose trade was dis-
crlmlxm agalnst to addpt retallatory measures against: fmports from the
United @tates. The gnﬁnt t§ other'tountries of equal treatmentt in the American
murkef not only avolds giving héim cdtise to apply desiructive measures to
Amerfean trade Rut makes it advantageous for theth not to do“go. Even if the
Unitgd States galhed. no- positive benefits whatéver in return £0r the cxtension
of thie trade agreement contemsions, 1t epuld pot afford to wlthg)old extenslon,
Thejexicusion of the tradeyagretmient Goncessions’.to Imports ggmm all non-
iminating countries s Insurance agalngt retallation Ly these countries,
h no onegdnstructed. o thdi“fmeugns Posserited, by foreign g@vernments to
retddiate would cara. to muko. Mght i ~'5, '
) The sceyring of,the emtensipn #0  American trade of ilie vonoessions
cd betweck other downtrics—Bince the initiation of the tragfle agreements

ggam, the coyntries, o which th¢ United: States:extends its cincessions (all
countfyles except ‘Germany and Auvatralin) have grautél to one ghother (and to
Gernfany and Auygierlia) concesstorty of many sortgénffecting fhuny products.
In tofd] these concessions are a vast numbef, considerably moge than the num-
ber of ghe concessions which «hive -been grinted by the Uniped States In the
same pepjod under all Qﬁnﬁlc {raderugreent . Becnusegthe United States,
in applicgglon of the m uditional’; most-favored-nation£olicy, extends its
concessiongkto these countrics,”fife® countries In tmg} inve very generally
extended thef ' !

oncessions to the United States,
/ETUAT, APPRAISAL OF THE s;gﬂfi'w BENEFITS
o

The increases in Amer wadtthy from the extenslou of the trade
agrevment concessions to third countries, and in American exports resulting
from the several benefits mentioned above which have heen recelved in return,
cannot be measured statistically; factors are concerned which are not reducible
to statistics and ferceg which it s impossible to estimate. A calculation can
be made, however, that provides a rough appraisal of the velative importance to
the Unlted States of the advantages which it gives and which it obtalus,

Such a calculation conslsts of a cowparison of the shave of United States
imports affected by the extension of the trade-agrecment concessions with the
share of United States exports that would have been subjected to a degree of
risk approaching certainty of receiving treatment in forelgn markets less fuvor~
able than that which it In fact receives, had the United Siates granted its con-
cessiong as exclusive preferences or on a conditional most-tavored-nation basis.?

The imports into the United States (on the basts of 1934 figures) which have
been aiffected, in the sense of being made subject {o Inerease, by the estension
of the trade agreement concessions to third countrics mmount to roughly
$:30,000,000.

The exports of the United States on which are now levied in the countries
of thelr destination the lower of two (or more) existing rates of duty applicable

2 This caleulntion requived the selection of a year on the trade figures of which it wae
to be based ; since m% particular year has corfain disadvantages ngs well as ad %kﬁm
peculiar to it, the most recent year for which the necessary figures are availahle H
chosen, namely, 1934,
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to the respective products concerned amount to roughly $265,000,000. This is
the share of our exports (on the basis of 10384 figures) which would almost
certalnly be deprived of the favorable treatment which it now enjoys if the
United States attempted to operate the trade-agreements program on the basis
of some other than the unconditional most-favored-nation policy. Other coun-
tries could not be expected to, and would not, permit imports from the United
States of products on which two or more rates of duty were applicable to enjoy
the lower rates, if the United States did not permit its imports of their goods
to enjoy its lower rates,

.+ As in the case of the United States, the rates applied by other countries
lower than thelr general or maximum tariffs have generally been established
in agreements and are generally granted only to imports from countries which
enjoy most-favored-nation treatment. If its exports are to continue to enjoy
these rates, the United States must continue to enjoy, and hence must continue
to grant, most-favored-nation treatment.

. It has been contended in some quariers that under the unconditional most-
favored-nation policy we give away something for nothing., Actually, nothing
could be further from the truth., On the basis of the foregoing very con-
servative calculations the value of what we give is represented by benefiis on
%30,]000.000 of trade, and what we get, by bencfits on at least $206,000,000 of
rade.

Treatics and ewecutive agreements of the United States containing the most-
o favored-nation clause

; TREATIES
Country Date in force
Argentina 3 Dee, 20, 1854
Austria May 27, 1631
Belgium June 11, 1873
Bolivia Nov. 9, 1862
Bort *July 11, 1853
China June 20, 1920
Colombia ! June 10, 1848
Costa Rica 1May 26, 18562
Danzig, Free City of. Mar. 24, 1034
Denmark ?, * Apr., 26, 1826
Estonin May 22, 1926
Ethiopla Sept. 19, 1014
Finland Aug. 10, 1934
Great Britaln * (in force also with Irlsh Free State) ... i * July 3, 1815

Irish Free State. (See Great Britain,)
Honduras.

Hungary

Italy

Japan
Latvia

Liberla

Morocco

Muscat (in force also with Zanzlbar)®,

Norway

Paraguay.

Poland

Kl Salvador.

Siam

Turkey

Yugostavia
Zanzibhar, (S8ee Muscat.)

' 1Date of exchange of ratificntions,

July 19, 1028.
Oct, 4, 1926
Nov. 18, 1871
July 17, 1911
July 25, 1028
1 ¥eb. 17, 1863
" Jan, 28, 1837
! Sept. 30, 1835
Sept. 18, 1032
Mar. 7, 1800
July 9, 1033
Sept. 5, 1030
Sept. 1, 1921
Apr. 22, 1930
Nov. 15, 1882

« # Abrogated by notice, 180&; renewed by convention of which ratifications were ex-

hanged Jan, 12, 1858
¢l g'xﬁ:‘ ! 2

e date given s that of slgnature. Thongh subject to ratification, the treaty

provides that it shall be in force from ity date,
4 Jixtended by conventions of Oct. 20, 1818, and Auyi'
sDate of ratifieation by the President of the Un

, 8, 1827,
ted Stales; no date is specified in

tr%nty for its entry into force and no ratifieation by Morocco was necessary,

Accepted by Zanzibar after scparation from Muscat, Qet. 20, 18790

TDate of oxchange of ratifications; the treaty does not specify the date of its entry

{nto foree.
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EXECUTIVE AGBEEMBNTS
Bxecutive agreements other than trade agrecments under Act of June 12, 1934 :

Albania ‘iﬂly 23, fi%‘gg
Bulguria ug. 18,
cmﬁ» *Sept. 28, 1931
Czechoslovakia May 1, 1925
Dominican Republic Sept. 26, 1924
FEeuador. June 12, 1936
Eigypt May 24, 1930
. Greece. Dec. 9, 1024
Iran (Persia) “May 10, 1928
Lithuania July 10, 1926
Portugal June 28, 1910
Rumauia Sept, 1, 1930
Saudi Arabia Nov, 7, 1938
Spain“. Nov. 27, 1927
Trade ngrecments under act of June. 12, 1934 :
Belgium May 1, 1936
Brazil Jan. 1, 1936
Canada Jun, 1, 1936
Colombia May 20, 1036
Finland Nov. 2, 1936.
France June 16, 1936
Guatemala June 15, 1936
Hafti June 8, 19356
Honduras. Mar. 2, 1036 .
Netherlands Ireb. 1, 1036
Nicaragua Oct. 1, 1036
Sweden Aug. 6, 1935
Switzerland s. Ieb. 15, 1936
SUMMARY :
Treaties. 20
HExecutive agreements:
Simple. 14
Trade agr ts 113
' — 2T

PO

Total treatles and Executive agreements containing the most-
favored-nation clause °56

1Date of officinl recognition of Alhania h{ the United States, -
¢ 'IAlso retroactively, from May 22, 1931, In respect of certain tariff reductions extended
0 France, : .

& Retroactlvely. »

4 Extending previous regime,

5 These 56 treaties and agreements are with 63 conntrles,

II. RECIFROCAL TARIFF NEGOTIATION BY EXECUTIVE AGREEMENT
UNDER PRIOR GRANT OF AUTHORITY BY CONGRESS

In order to carry out the stated purpose of the Trade Agreements Act,
npmely, the expansion of foreign markets for the products of the United
States; Congress authorized the President to enter into trade agreements with
forelgn countries providing for the reciprocal reduction of tartff bharriers,
which agreements become effective upon proclamation by the President.

The principle of prior authorization of agreements by the Congress without
the necessity for submission to the Senate or to both HMouses of the Legislas
ture for subsequent ratification or approval not only finds ample and long-
standing precedents in our own tariif history, but is a particularly vital and
essentlal aspect of the procedure set up by Congress for the accomplishment
of the desired objective, ’ it

Nevertheless, it is sometimes suggested that it would be preferable to
require the submission of trade agreements to the Congress for approval follows
ing thelir negotiation. 8uch a suggestion ignores the lessons of experlence and
practical considerations of the greatest limportance, It would set'up a reqhites

e s s
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went that would, with practical certalnty, render futile and impossible of any
real accomplishment, the program envisaged in the act.

It 18, of course, true that trade agreements could be accorded the dignity of
treaties requiring Scnate ratification, The question of thue ulone, however, is
suflicient to rule out ihiy method. Other nations —either through the vesting
of authority in the executive or by virtue of the parlinmentary system whicn
Insuves the exccutive of leglslative support—-have the power to act premptily.
In the 14-month period prior to the consideration of the Trade Agrecuents
Aet by Congress, foreign countrles had entered into 69 barganiuing agrecments
relating to customs treatment, Since that time, such agreements have cou-
tinued to be concluded Iu great numbers, Trade would be lost were trade
agreements subjocted to the cumbrous procedure of treaty making,  Our Senate
is in session for only part of the year, and in recent years the demands upon
its time when in session are enormous,  The uncertalnty ag to ultimate ratificn-
tion, and the virtual certainty of indefinite delay in ratifying, would, to say
the leust, greatly reduce the tncentive to foreign countries to enter into any
trade negotintions at atl. The same practical considerations militate againsi
providing for the approval or ratification of agreements by a majority of both
Houses,  As the Pregident stated in his message to Congress of March 2, 1034,
requesting the authority to conclude reciprocal irade agreements without
gubsequent. congressional approval

“A promise to which prompt effecet cannot be given is not an inducement
which can pass current at par in commercinl negotiations,”

Support for the view that legislutive rutifleation should be required has been
songlit in analogies drawn from the practice followed by a numhber of the
foreign governments with which trade agreements have been concluded and
which have submitted these agreements to their own legislatures for ratifica-
tion. This argument ignores essential differences in coustitutional structure
and procedure. While it is true that many foreign countries require legislative
ratification, actually In many cases the executive is empowered to put the agree-
ments into cffeet provisionally pending such ratification.  Furthermore, under
the parlinmentary form of governmen!, with continmmance of the ministry in
power dependent upon the maintenance of a working majority in the legls-
altare, ratification is usually a rather perfunctory matter, and certainly in all
cases a far more simple thing than it could ever he under our form of govern-
ment, with its sharp division of power between the legislative and executive
branches. Of the 10 foreign countries with which trade agreements have been
stgned to date under the act of 1934, 2 put the agreelnents into effeet withont
the nccessity of legislative vatification, 4 put them into effect provisionally
subject to ratification later on, and 9 of them require ratitication by the
legislative branch before the agreements become effective, That the ratification
requirement in certain forelgn countries has neither nuilified the efforts of their
negotiators nor, generally speaking, vesulted In excessive delays in securing
legislative approval is amply demonstrated by the fact that 14 of the 15 trade
agreements signed to date are already in effect, the remaltiing one having been
signed only recently.

That the slluation of the United States in this regavd Is entirvely different,
however, and that the fate of agreeinents submitted for ratification would gen-
erally be in grave doubt from the start, is a matfer not of theory but of history.
For the history of onr owwn reeciprocity experiences during the past century
clearly demonstrates the futility and impracticability of a procedure of recip-
rocal tariff negotiation with foreign countries whereby the agreements, upon
conclusion, must still receive Senate or congressional approval,

The reciprocity treaties which were netually completed by the United States
during its whole history have been only three in number. And it is to be noted
that all three treatios were of a special character and were with countries
with which the United States had close geographic or political ties. The three
reciprocity treaties which were carried to completion were as follows: Canada
and Newfoundiand, 1854, effective 1855-60: Hawall, 1875, effective 1876-1900
Cuba, 1902, effective since December 27, 1903,

While only three reciprocity treaties have actually been completed by the
United States, fruitless attempts to conclude reciprocity treaties have been
numerous. From 1844 to 1802, 10 other reciprocity treaties were negotiated
under the general treaty-making powers of the Executive. Not a single one of
these became effective, Out of the 10, 2 were rejected by the foreign country,
2 were negotinted under one President but not accepted by his successor. The
other 6 failed becaure of congressional action or inaction—4 owing to definite

2
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refection by the Senate, 1 for lack of the necessary legislation, and 1 be-
cause amendment by the Senate had made it unacceptable to the other country.

These fruitless attempts at reciproeity treaties were adl made under the
general treaty-making power of the Kxecutive, Equally instructive, however, is
our experience under the specitic stututory provision for such treaties which
wag incorporated in the Tavidf Act of 1897, Section 4 of this act confained a
specific authorization Lo (he Kxecutive to negotiate reciprocity treatios (requir-
ing both Senate ratification and congressional approval), with the lmitation
that no concession exceeding 20 percent of the rates contained in the said tarift
acl should be made, exeept that natural products of a forcign country not pro-
duced in the United States might be transferved to the {ree Hst.  While sueh
explicit authorization, of course, added nothing to the constitutional right of the
I'resident to negotinte treaties, it did seem to indicuie an intention on the part
of Congress Lo approve treaties vegotinted within these limftations.  Neverthe-
less the 12 freaties negotiated under this specitic authorization by the Admin-
istration’s special reciprocity connuissioner, Mr, John A, Kasson, came com-
pletely to naught, In spite of the strong recommendations of President Me-
Kinley and DPresident Theodore Roosevelt, and in spite of the fact thut in
many cases the reductions in tarift rates provided in the treaties were much
less than 20 percent of the statutory rates and covered only limited sections of
the tarift, not a single one came to a vote in the Senate, Yet these treaties,
if. approved, would have provided important and valuable advantages for Amer-
jean exporters.

In murked contrast to the fate of the attempted reciprocity treaties requiring
Senate or congressional approval is the record of ngrecments negotinted under
prior autborization by Congress but not subject to subsequent approval. Under
the Tariff Act of 1890, 13 such agreements were negotinted and the only
one which failed o hecome effective failed owing to nonratification by the other
country, Under the Tavift Act of 1807, executive agreements were made with
nine countries.

The United States Tariff Commission in 1933, after summarizing the veciproe-
ity experienceg of the United States up to that time, concluded :

“The past experience of the United States with respecet to the difficulty of ob-
talning reciprocal tarifl’ concessions by means of treaties and the greater suc-
coss In negotinting Foccutive agreements under previous nuthorization by the
Coungress may he significant as a guide to future policy regarding methods of
tarift barvgaining.”*  [Italics added.|

The truth of this statement is fully borne out by the record accomplished
under the Trade Agreements Act of 1034. As alrearldy stated, 14 of the 15
trade agreements gigned to date have already become ceffective, and the remain-
ing one hay been only very recently signed.

One of the chief reasons for the striking fallure of practically all of our
efforts in the past to secure Sennde or congressional approval of reciprocal
trade treaties is so generally recognized that it need not he set forth at length,
‘The inevtiable situation that arlses when Congress attempts to legislate the finul
details of the tariff-rate schedules—or to pass upon the detafls of such modifi-
eations of the sehedules as muy be incorporated in proposed trade treaties or
agreements—hay nowhere been more candidly set forth than by congressional
Ieaders themselves in the discussions which took place in connection with the
original enactment of the Trade Agreements Act.  Scnator Capper, for instance,
stated at that time:

“As a matter of fact, If the job is only to revise the tarift schedules, if har-
gaining with other nations is left out of the pieture, our experience in writing
tariff legislation, particularly In the postavar era, has been discouraging, Trad-
ing between groups and sections s inevitnble.  Log rolling is inevitable, and In
Its most pernfcious form. We do not write a national tariff law., We Jam to-
gether, through varfous unholy alllances and combinations, ¢ potpourr of hodge-
podge, sectional, and local turiff rates which often add to our {roubles and in-
erease world misery. For mysclf, 1 see no reason to believe that another
attempt would result in a more happy ending * * *» (Congressional Rec-
ord, 73d Cong., 2d sess., vol. 78, pt. 10, p. 10379.)

The following language taken from a scientific and highly authorvliative study
of tariff-making by Congress, pnblistied in 1924 under the auspires of the Instls
tute of Economics (of the Brookings Institution), gives a vivid picture based
upon long experience of what happens when Congress undertakes to determine

10U, 8. Tarlff Commiasion, Tarilt Bargaining Under Most-Favored-Nation Teaties, b, 13
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the finul details of tariff-rate schedules in the course of tariff revision. The
bicture would be equally applicable 1f agreements affecting tariff rates had to be
submitted for legislative approval:

“The papers are filled with the baseless predictions of Interested parties.
Partisun spokesmen put out misleading estimates of the effects to be expected
from the contemplated revision. Some Members of Congress are accused of
being swayed by unworthy motives; others are suspected of Incking decision,
and pressure in many forms is brought to benr upon them to control thelr votes.
Innumerable delegations and individuals visit Washington to argue, persuade,
threaten, and plead. Many organizations open offices there to watch procecd-
ings, keep their members informed, and mobilize all possible forces that migit
aid in securing the kind of tariff that would serve their particular needs, In-
tense jealousies and controversies arise among the conflicting interests and are
reflected in committee deliberations and debates on the floor. So bitterly are
they sometimes expressed that public welfare seems to be outweighed by per-
sonal antagonisms, Bloes and factions are formed to work primarily for some
specinl advantage to particular industries or sections. Unrvelated topics are
dragged into the dlscussions both in Congress and in the press in such a way
a8 to becloud the issue and to prevent a reasoned and intelligent understanding
of the particular matters under consideration. Doubt remaing until the last
vote is taken in regard to the outcome of a procedure attended by so much con-
fusion, acrimony, and personal interest.” (I, W, Page, Making the Tariff in
the United States, pp. 7-8.)

The Trade Agreements Act, based as it is on the premise that all major gues-
tions of tariff policy-—as opposed to detailg of rate modification needed to meet
changing conditions—shall be determined hy Congresy, assures the most objective
and scientific consideration of proposed modifications, within IHmits ﬂxod by L()n-
gress, which has yet been devised,

XI1I. CONSIDERATION OF THE VIEWS OF INTERESTED PERSONS UNDER
THE ORGANIZATION AND PROCEDURE OF THE TRADE-AGREEMENTS
PROGRAM

In authorizing the FPresident to negotinte with foreign countries for the
reciprocal reduction of excessive tariff barriers under standards and limitations
get forth in the Trade Agreements Act, Congress was careful to insure against
arbitrary action or hasty decisions, so characteristic of the administrative
regulation of tariffs in many forelgn countries, where, almost overnight,
duties may be raised or lowered, quotas changed, import licenses revoked, or
available exchange cut off, with no advance notice, much less open hearings.
Under the Trade Agreements Act, no agreement can be concluded without
prior announcement and adequate opportunity having been afforded interested
private individuals to present their views, Moreover, the President s directed,
before concluding any trade agreement, to seek information and advice with
respect thereto from the United States Tariff Commission, the Departments of
State, Agriculture, and Commerce, and other appropriate sources. Section 4
of the act reads as follows:

“Skc. 4. Before any foreign trade agreement is concluded with any foreign
government or instrumentality thereof under the provisions of this Act, renson-
ahle publce notice of the intention to negotinte an agreement with such govern-
ment or instrumentality shall be glven in order that any interested person may
have an opportunity to present his views to the President, or to such agency
as the President may designate, under such rules and regulationg as the
President may prescribe; and before concluding such agreement the President
shall seck Information and advice with respect thereto from the United
States Tariff Commission, the Departments of State, Azriculiure, and Com-
merce and from such other sources as he may deem appropriate.”

In the nepotiation of the 15 trade sgrecments thus far concluded every effort
has been made to carry out the spirit asg well as the letter of this congressional
mandate. An extensive interdepartmental organization has been set up 80 ns to
insure that every aspect of every decision renched in carrying out the trade-
agreements program receives expert consideration from the point of view of
every section of the publie interest represented in the Federal Government.
Adequate opportunity has been provided for the submission by interested private
persons of information regarding their needs, their desires, and thelr views with
respget to any proposed trade agreement, and such information ls thoroughly
considered by the interdepartmental committees responsible for formulating the
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recommendations made to the President. Moreover, the organization and pro-
cedure thus established have been under constant study with a view to adopting
auny practicable expansion or improvement.

TIHE INTHRDEPARTMENTAL TRADE AGREEMENTS ORGANIZATION

The trade-agreements program is dependent, as Congress itself recognized
when it directed the Presldent to seek information and advice from various
governmental agencies, upon the cooperation of the competent techuical experts
working in muny departments and agencles of ithe Government., This coopera-
tion has been uccomplished in connection with the negotiation of trade ugree-
ments through the establishment of an extensive system of interdepartmental
committees which operate in such a manner that the decisions reached on
the basis of their efforts and recommendations are the result of the collective
Judgment and experience of the entire interdepartmental organization.

The Committee on Trade Agreaments~—The central agency of the interde-
partmental trade-agreements organization is the Commitiee on Trade Agree-
ments, composed of representatives of the Tarift Commission and of the De-
partments of State, Treasury, Agriculture, and Commerce, This committee
is charged with the responsibility of directing the preparation of all necessary
studies, of reviewing reconmenduations of subcommittees, and of approving all
trade agreements in all details and at every stage. "This committee in turn
has orgunized some 80 or more subcommittees, on each of which also are
representatives of the various departments and agencies of the Governtnent
directly concerned with the problems considered.

The country committces.-—For each country with which it is proposed to
enter into trade-agreement negotiations, a country committee Is set up to
prepare the basic information and, after the views of interested private persons
have been received and thoroughly studied, to formulate for the consideration
of the Commitiee on Trade Agreements the schedules of concessions to be
requested and concessions which might be granted. Data covering each item
on which a concession may be granted a particular country are prepared by
the experts of the United States Tariff Commission; for the concessions to
be asked from the foreign country, by the Department of Commerce. Hxperts
of the Department of Agriculture prepare data in regard to agricultural prod-
wets on which concessions are to be requested or may be granted. The
‘I'reasury Department furnishes assistance in conmection with the revenue as-
pect of proposed concessions in our duties and technicul questions of customs
clagsification and administration. lxperts from other branches of the Gov»
ernment are called upon to render assistance in connection with special prob-
lems. The Department of State drafts the general provisions, conducts the
actual negotiations, and functions as the coordinating element in the entire
interdepartmental trade-agreements structure. }

Commodity and speeial committces,—For the more hmportant commodities op
groups of commodities (lere are commodity committees upon which serve tech-
nical experts from the various governmental agencies. These committees are
charged with the responsibility of assembling all essentinl information with
respect to their commodities, of studying the effects which changes in rates
of duty might have upon the economic situation in the industry or industries
affected and, in certain cases, of giving expert advice to country committees
in regard to concessions to be requested from foreign governments, Othet
speeial committees have been established to study particular problems involved
in the trade negotiations, such as quotas, exchange control, and discriminations
agninst American commerce, The personnel of the commodity and special
committees includes in appropriate instances experts of departments or agencies
of the Government other than those participating actively in tbe program.
This is in accordance with the afin of the trade-agreements organization te
obtain with reference to any problem under consideration the most complete
information and the best technical advice avaflable.

The Committee for Reciprocity Information.—This special and important
commitice of the interdepartmental trade-agreements organization provides a
single and convenient channel through which private persons may make known
their views in regard to any aspect of the trade-agreements program. How
the work of this committee fits into that of the other branches of the inter-
departmental trade-agreements organization is deseribed at some length in
a later section.

The Bwccutive Committee on Oommercial Polley.~Although not an integral
part of the interdepartmental trade-agreements organization,' the Rxecutive
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Committee on Commereial Policy, on which the Departments of State, Agri-
c¢'ture, Commerce, and Treasury, the Tarlff Commission, the Agricultural
4 tjustment  Administration, and the Export-fmport Bank arve represented,
considers, among other things, speciul problems of major importance referred to
it by the 'rade Agreements Committee or the Committee for Reciprocity
Information,

Joint responsibility for recoommendations.—Thus it will be scen that the
recommendations to the President in regard to proposed trade agreements are
formulated jointly by all the interested governmental agencies on the basis of
all avallable pertinent information, from private as well as govermmental
gources, and thorough consideration of all aspects of any problem.

PURBLIC NOTICH AND T COMMITIEE FOR RECIPROCITY INFORMATION

‘While the trade-agreements program is thus dependent upon the cooperation
of many departinents and agencies of the Govermment, It is also dependent upon
thet icoonemtion of the private business, agricultural, and labor interests of the
Natfon.

In connection with the negotiation of the 15 trade agreements so far con-
cluded and in conformlty with the provisions of section 4 of the Trade Agree-
ments Act, an organization and procedure have been set up which has provided
the various private Intercsts of the Nation a fall opportunity to submit thelr
views and the assurance that these views are adequately and impartially
considered.

Pullic notice—~The first step to be tuken In giving intercsted persons an
opportunity to present thelr views is, of course, the issuance of public notice
of intention to negotiate a trade agreement which may concern their interests,
At least 6 weeks' publle notice of intentlon to negotiate has been given before
any of the 15 trade agreements so far negotlated has been coucluded, Every
practicable means has been utilized for bringing these notlees to the altention
of interested persons. The notices have flrst been released to representatives
of the press for publication in newspapers and other journals. They have been
regularly published in the weekly Preasury Decistons of the Treasury De-
partment in the weekly Commerce Reports of the Department of Commeree, in
the weekly Press Releases of the Department of State, and, since its institution,
in the Federal Register. In addition to the above means of giving these notlces
publicity, the Departinent of State as a matter of course has sent to each Mem-
ber of Congress a copy of the notice and has maintalned a mailling list of
private individuals, firms, and associations, who have requested that trade-
agrecments information, including notices of intentlon to negotlate trade
agreements, be sent to them directly.

With a view to indieating the commodities likely to recelve consideration,
in the light of the basic tariff-bargaining prineiple of desling with each coun-
try in regerd to the commodities of which that country is the principal or
an important gource in our import trade, or with respect to which we have
especial interest in the markets of the other, the practice was adopted from
the beginning of publishing with each notice of intention to negotiate an
agreement with a foreign country, statisties regarding the principal articles
entering into the trade between the United States and that country, with the
observation that more 2.i1led statistical information was available from the
Bureau of Foreign and iromestic Commerce and its district offices throughout
the country. : ‘ :

Presentation of views to the Committee for Reclprocity Information.—The
second essential in affording interested persons an adequate opportunity to
present their views is to provide a convenient channel to receive the informa-
tion presented and to assure that 1t will he fully and impariially considered
by all the agencies participating in the trade-agreements program,

This has been done by means of a gpecial agency set up by the President
to receive the views, both written and oral, of interested persons who wish
to present pertinent information with regard to any proposed trade agree-
ment. ILach notice of intention to negotinte a trade agreement hag included
a listing of the dates by which written statements were to be presented to,
and of the dates set for public hearings by, this agency, the Committee for
Reciprocity Information, This Committee 18 made up of representatives of
the Tariff Commission and of the Departments of State, Commerce, and Agri-
culture. Decision to add a representative of the Treasury Department has re-
cently been taken, The chairman of the Committee is # member of the Tariff
Commission, Its offices are located in the Tariff Commission Building, and
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its hearings are in the hearing room of the Marlff Commission. The rules
of this agency have provided that after intention to negotiate a trade agree-
ment has been announced, interested persous may fille with the Committee
sworn statements setting forth their views and may algo present at the later
public hearings, of which full advance notice hasg always been given, informa-
tion gupplementing that contained in their written statements.

Distribution of vicews to the trade-agreements organization.~—1The sworn state-
ments recelved by the Comimittee have been digested, and the digests, together
with copies of {he original briefs, have been supplicd to each member of the
Committee in order that the Government dcpartment or agency which he repre-
sents may have thig information promptly availuble for cousideration in the
formulation of recommendations in regard to concessions to be asked for or
granted in the trade agreement, Similarly, the information presented orally
at the publie hearings, of which a full stenographic transeript is made, and
informal writfen statements, luve been digested and distributed, The digests
and the original written or oral statements have formed the bases also for
comprehensive reports by the Committee on all information recelved., Suffi-
cient coples of these reports have been reproduced to permit distribution to
all members of the Committee, who, in tarn, have made the data available {o
those in (heir respective departments who have been concerned with the
negotiations,

If ore may judge by the nse which has been made of this procedure by
interested persons, the estublishment of the Committee for Reciprocity Infor-
mation and the carrying out of its functions have met a definite need. 'The
Trade Agreementy Act was approved on June 12, 1934, Within 12 months from
that date notices of intention to negotinte had been issued with respect to 18
foreign countries, with 15 of which negotintions have sinee been concluded,
More than 2,400 sworn statements have been flled with the Committee; the
franseript of the oral statements presented at the public heavings has covered
nearly 2,700 puges, and some 6,000 pieces of mail have been received by the
Commilttee,

Advantages of the Committee for Reciprocity Information Procedure~The
advantages of this organization and procedure for providing adequate oppor-
tunity for the presentation of views, and full and impartial consideration
thereof, are readily apparent, In the first place, there has boen set up a con-
venient single channel through which the various private business, agricultuval,
amd labor interests have been able to bring their views, promptly and effectively,
to the attention of all the departments and agencies composing the entire trade-
agreements organization,  In other words, it has not been necessary for inter-
ested persons to seek out and approach individuals in half a dozen different
Government agencies in order to make sure that thelr views would be considcred
by all the experts and oficials who might be concerned. This has meant a real
saving of time both for the private interests who have desired to submit infor-
mation and for those who administer the trade-agreements program, In the
second place—and in this respect certainly a great advance over the tradi-
tional methods of tariff revision in the past—this procedure has had the ad-
vantage of avoiding the bringing of personal influence and pressure to bear
upon those offleials responsible for making the recommendations upon which
the final decisions have been based. 'This hag insured the making of impartial
decisions solely on the basis of facts and in the national interest, without
extrancous influences.

IMPROVEMENTS IN THE PROCEDURE

While, as may be seen from the foregoing account, no pains were spared
in the setting up of the initial procedure to make it as completely adequaie
and convenlent as the exigeneles of the tariff-bargaining procedure would per-
mit, those in charge of the program have continued throughout its administra~
tion to make every effort to adapt and expand it with a view to adding every
improvement which might in the light of accumulating experience be found to
be practicable and desirable. .

After extended study of all aspects of this question and thorough considera-
tion of all methods suggested by which this might be accomplished, it has been
decided to try out certain additional steps in lhe prozedure with a view to
extending 1ts usefulness and to removing all concetvably justifiable grounds for
complaint. These additlonal steps are outlined in the informal announcements
made on January 6, 1087, to the effect that the negotiation of a trade a%ue-
ment with Ecuador is contemplated, and on December 28, 1836, to the ¢



64 EXTENDING RECIPROCAL 'TRADE AGREEMENT ACT

that the Comwmittee for Reciprocity Informntion is prepared to recelve prosons
tationg relating to any question which may arise th connection with the trada
agreemonts porgran,  Coples of these announcements ave attached as appen-
dixes A and B,

Listing of prodacty on swhickh concessions may be granted by the Uniied
Ktatese The first of these stops, as outlinad in the informnl announcement
regarding Kenador, 18 designod to permit the publieation, in connection with
the formal notice of fntention to negotinte n trade agrecmont with a spectfiod
country, of a lst of all the products with respect to which concessions in our
tarift rates wmlght be mnsh}( red,  This procodure, which s being tvied out
axperimentally in the ease of Weuador, has necessttated splitting into two pavts
the notifieation to Intervested pavties that an agreement is contemplated with
that country: Flest, a preliminary informal announcement that the negotiation
of & trade agrecmient {8 contampiated and containing an invitation to all Intee-
osted parties ro submit thelr suggestions, as to products to be eonstdered, to
the Committee tor Reclproeity Intormation : and secondly, the pubtication, at a
Tator date, of the formal notlee of intention to negotiate a trade agveement with
RKeuador, accompanied by a gt of preducts on which the United States will
constder granting  coneesstons, whethor in the form of veduetlons in import
duties or bindings of existing turift trentiment,

The preHminary announcement, which hns been made with a view to obtain.
Ing suggestions from interested persons in the enrly stages of the discussions
with Eeuador, should be of considerable assistinee in determining what prod-
uets are to e constdered, both ax vegavds exports and importy, in negotinting
with Keuador,

The st of produets on which the United States will constder the granting of
coneonsions to Kenador, and which will be published ag part of the Inter formal
wotive of futention to negotlate, will indicate to Ameviean producers and
importers whether or not particular tariff rates fn which they ave interested ars
under considevation,  They will thus be saved the trouble and expense of
proeparving brtets, and subndtting oral statements at the public heavings, with
respect to produets of interest to them but whiclt ave not expected to be involved
in the negottations,

These changes in procedure may eause fnterruptions in the negotintions with
& consequent slowing-up of the program: for this reason, they are being fusti-
tuted in an experimental way, but they will be followed in the future it they
are found to be a practical improvement,

Katension of functions of the Commitiee for Reciprocity Information.~The
recond hunovation in procedure iz Ukewlse designed to extend the meaus by
which the fatlest cooperntion of Amorican business nud other private intorests
is sought in careying out the tradoagreoments program, As aunounced in
the press release of Decembor 28, 1038, it has been arranged (or the Committee
for Reciprocity luformation to recelve presentations velating to any aspect of
the trade-agreements progeam, not gololy the views of interested persons with
regavd to proposed agrecments,  Interested persons may now submit views or
information regarding the operation of trade agreements which have alveady
been concluded with forelgn countrios or with reference to any other nspect of
the trade-agrecments program ; these may be in the form of wrltten statoments
which will be received at all thaes; or, when clreumstancees warrant, the come-
mittoe s now prepared to arrange, upon request or upon its own initintive, for
oral presentations, when the attendanee of approprinte technienl experts may
be aveanged when deemed desirable,

Ag hax been the case fn the past, all presentations of views and information
recefved by the Committee for Rectproetty Infornmtion will be given eaveful
attention; they wili bo analyred and summariged and promptly distribyted,
with such comment a8 the Committee deema appropriate, to nll branches of the
oxtensive interdepartmental trade-agreements organigation for thorough study,

FULL OPPORTUNITY TO BE HRARD

In summary, it may be said that before any teade agreement i8 convinded
all available information, whether from private or governmental sources, boare
ing upon our teade with the particular conntry, i earefully studied, Adeguate
pullic notlee is givon bheforo any tvnde agreement iy nogotinted, a convenent
channel s afforded all intevested private persons to prosent thelr views, and
the information snbmitted is cavefully and impartially considered by nll the
departmonts and agencles of the Government. which cooporvate in carrying out
the trade-agreoments program.  Finally, careful stwdy and much effort have
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bren devoted to expanding and improving the procedure thus devised with a
view to fncreasing its nsefulness both to the governmental agencies and to the
private intereats concerned,

When the facts, as glven above, are fully known and understood, the c¢harge
of “star-chamber” proceedings which is somethmes made, is #een to be un-
founded. This s 8o whother such a eharge {8 based upon Iack of information,
misunderstanding, or upon disagreement with the basic purpose of the Trade
Agreements Act, A proeedure which provides adequate opportunity to bo
heard and which treats all perzona falvly and altke cannot be justly labeled
“stnr-chamber” by any fair-minded person,

The opportunity for private persons to be heard and for thelr views to be
consldered 18 fully equal to the procedure followed in other fnstances of exeeus
tive rate adjustment, such as in the exerelse of certaln functions of the United
States Tarlft Commission and of the Interstate Commerce Commission, Tho
full uthtisation of thix opportunity must rest upon o reasonadle and cooperntive
attitude, not only on the part of the Government ageneles concerned, bhut also
on the part of private persons,

[E——

TRADR-AGREEMENTN . PROGRAM ¢ PRESENTATION OF VIKWS TO COMMITIKE FOR RECHs
PROCITY INFORMATION

[Reloaged for morning newspapers of Deocomber 201

The Commidttee for Reciprocity Information announces that, with a view
to providing a convenfent and offective arrangement by which interested per-
Kous may  submit views or information regarding the operation of teade
agrecments which have alveady been coneluded with forelgn countries, ov with
referenco to any other aspect of the trade-agreements progeam, it is prepaved to
recelve presentations relating to any question which may arise in connection
with that program,  All the views and information thus presented will be
brought to the attention of the ontlre interdepartmental  trade-ggreements
organization,

The various Government agencles parcticipating in the tradeagreements
progeam have at all times welcomed the views and Information submitted by
interested pevsons, At the outset of the program the Committeo for Reclprocity
Information was established in accordance with section 4 of the Teade Aprees
mentx Act for the speeial purpose of providing a convenlent arrangement for
the presentation of views and information with respeet to any proposed agree-
ment, with the assurance that prompt and eavefal constderntion would be given
to such presentntions by the appropriate branchies of the terdepartmental
frade-agreements organization.  As the proyram hasg developed, some inferested
persons hmve found oceaston to present information and views in regard to
other aspeets,  Accordingly, the Committes for Reciprocity Information is now
prepaved to receive at all times weitten statoments from any intovested person
on any aspect of the trade-agreemonts program, and, when the elreumstances
warrant, to arrahge, upon request or upon itz own inltiative, for oral presenta-
tionx to the Committee a8 a whele or to subcommittees of (s members,  The
attendance of appropriate technieal experts at informal conferences with the
Commltiee or subrommitioes of Hs members may be avvanged when deemed
desivable.

While the Committee will give approprinte consideration to all statoments
submitied 1o it in any manner, the presentation of tactual informadon in writing
should bo under oath and six coples should bo provided. When an opportunity
for oral presentation {8 desived, a request should be addressed to the Committee
outlining in detail the subject it 1 desived to dlscuss,

The presontation of views and fnformation to the Committee for Reciprocity
Informaclon I8 the most prompt and effective way to bring such information
and views to the attentlon of all of the departments and other governmental
arencies which cooperate in carrying out the trade-ngreements program. The
presontations which the Committee for Reelprocity Information receives arve
#lven careful attention by that Committee; they are analysed and summarized ;
and they are distributed, with such comment as the Committes for Reciprocity
Informanfon deems approprinte, to all of the hranches of the extensive futers
departmental (rade-ngreements organieation interested in the subject, .

A further advantage which interested percons may derive from the submispion
of thele viewas and ipformation to the Committes for Reciproclty Informuation
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Heg in the fact that the Committee is in constunt touch with other inter
departmental committees and experts in the trade-agreements organization and
is thus in a position to indicute the type of information and presentation which
18 most helpful and adequate.

All of the information and views presented to the Committee, whether in
connection with announcements of intention to negotiate with particular coun-
tries or in counection with any other aspect of the trade-agreements program,
are considered confidential by the Government, with the exception of stute-
ments made In open hearings, When the Commliitee for Reciprocity Informa-
tion holdy open hearings, notice of the time, place, and scope of the hearings
is'released to the press and published in the State Department’s Pross Releases,
in Treasury Decisions, In Commerce Reports, and in the Federal Reglster
suficiently In advance to assure.all persons ample opportunity to submit writ-
ten statements and a request for a hearing. These written statements ave
required to be sworn to, and six copies must be furnished. Oral statements at
open hearings are under oath.

Communications may be addressed to the Honorable Thomus Walker Page,
Chairman of the Committee for Reciprocity Information, nt Seventh and F
Streets NW., Washington, D. C,

AGREEMENT WITH KCUADOR
[Released for morning newspapers of Junuary 7]

The Acting Sceretary of State anunounced today that this Government con-
templates the negotiation of a trade agreement with Kenador and invited inter-
ested persons to submit suggestions ns to the products that should be considered.

This preliminary announcement, which iy made with a view to obtaining
suggestions from interested persons in the carly stages of the discussions,
should not be confused with the formal notlce of intention to negotlate regu-
larly given. This formal notive will be fssued at a later dater, after receipt
of the propesals of the Government of Beuador, at which time there will also
be made public a lst of products on which the United States will consider
granting concessions to Icuador (whether in the form of reductions in import
duties or binding of existing tariff treatment),

Suggestions as 1o products to be considered in negotinting with Jeuador
may concern either exports or ifmports, Exact technieal descriptions of the
products in question should be given, including, so far as possible, thelr nomen-
clature in the tarlff laws of the hmporting country, 'I'hese suggestions may be
gubmitted {u any form aud need not he nnder oath., They should be addressed
to the Honorable Thomas Walker Page, chalrmun of the Committee for Recl-
procity Information, Seventh and I Streets, NW., Washington, D, C., and
should reach the Commit{ee not Inter than Februavry 4, 1937,

Suggestions recelved by the Commitiee for Reciprocity Information will be
distributed promptly to all agencies of the trade-agreements organization for
use in the preparation of lsts of commoditles that may be involved in the
negotiations. The list of products upon which the United States will eonsider
the granting of concessions to Icuador will be published as part of the formal
notice of intention to negotiate. The formal notice, as horetofore, will also in-
dieate dates for 1he submission of briefs and applleationy for oral hearings,
and the dates on which the customary open hearings will be held, The lsting
of producis will indieate to Amerfean producers snd fmporters whether or not
patticular tariff rutes in which they ave intevested are under consideration, They
will thus be saved the trouble of preparing briefs on products of Interest to
them, hut which are not expeeted to be involved In the negolintions,

United States trade with Tcuador amounted to $6,114,000 in 1085, nsy com-
parcd with §11,859,000 in 1029, according to the Department of Commerce, Of
thig trade, exports to Hcuador accounted for $2,817,000 in 1035 and $6,020,000
in 1920, United States imports from Heuador represented totals of $3,207,000
in 1985 and $5,830,000 in 1929, In 1935 the trade, while fur below the totals
for predepression years, exceeded the movement for each of the 3 immediately
preceding yeavs, 1982, 1038, and 1034, and nearly equaled the trade of 1981,
tvareeesrines

*Data throughout are United States figures for ‘“‘domegtic exports and |
:ln:g&)rtu", excopt for the years 1035 and 1936, where "lmp%rts tm13 consum(ptlo%?'m:?tl!
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During the first 10 months of 1036, exports to Heuador totaled $2,772,000,
and imports from that Republic were valued at $2,576,000.

In 1935 BEcuador’s lmport trade (including bullion and specie) was divided
among the principal supplying countries in the following proportions: The
United States, 20 percent; Japan, 17.8 percent; Germany, 14.1 percent; and
the United Kingdom (including figures for the Irigsh I'ree étute), 12.8 percent,

Ecuador's 1935 exports (including bullion and specle) were purchased by
its leading customers in the following proportions: The United Staies, 46.8
percent; Germany, 9.8 percent; I'rance, 7.1 percent; Peru, 68 percent; and
the United Kingdom (including figures for the Irish ¥Free State), 0.7 percent.

A detailed compilation showing the products involved in the trade between
the United States and FEcuador in 1929 and 1985, has been prepared by the
Division of Toreign Trade Statistics of the Department of Commerce, Coples
may be obtained from that Division or from any of the district offices of the
Department of Commerce, as well as from the Cowmmittee for Reciprocity
Information or from the Department of State.

In connection with his announcement today that the negotintion of a trade
agreement with Keuador {8 contemplated, the Acting Secretury of State made
the following statement:

“Wxperience with trade-ngreement negotiatlons has indicated the desirability
of adding cxperimentally two new features to the procedure heretofore
followed.

“(1) The announcement made today I8 not the cusiomary formal notice of
intention to negotiate, but rather a preliminary inforwmal anuouncement, in-
tended to let all ir terested persons know at the earllest practicable time that
these negotiations are being initiated, with a view to obtaining from them carly
in the negotintions any suggestions they might have with reference to the
products which they think should be covered in the agreement.

“(2) As indicated in the press release, the customary formal notice of inten-
tion to negotinte, to be issued at & later stuge in the negotiations, will con-
‘tuin a new feature, namely, a lsting of all the items under corsideration for
the granting of concesstons to Meuador—in other words, all jtemy with respect
to which a reduction or binding of tariff treatment of our imports is econ-
templated. In this way, American producers and importers will be able to
dotermine definitely whether the products they are interested in are included
in the products under constderation for the granting of concessions to Weuudor,”

IV. THE BALANCE OF TRADE OF THE UNITED STA'YES AND THE TRADE-
AGREEMENTS PROGRAM

The purpose of this memorandum Is to exumine the misconceptions that
prevall in certain quarters with regard to the significance of the recent decline
in our yo-called favorable balunce of trade and to show the true relation of
reciprocal trade agreements to this situation,

RECENT DKVELOPMENTS IN THE BALANCE OF TRADE

During the past 2 years, imports into the Unlted States lbave shown a
tendency to Incerease faster than exports, resulting in a substantial decline
in our usual export balunce. Exports during the yenr 1935 (Including ve-
exports of foreign merchandise) amounted to $2,282,000,000, while general
imports totaled $2,047,000,000. During most of 1936 we have had a net import
balanee of merchandise trade, although the usual heavy outward movement of
agricultural commodities in the Iatter part of the year has converted the bulunce
into a small export surplus., Durving the 10 months ending Qctober 31, 1936,
we exported goods to the value of $1,097,711,000, ag agaiust imports of
$1,978,062,000, leaving an export balance of slightly less than $20,000,000.

The viriaal disappearance during 1936 of our so-called favoruble balunce
of trade has been the oceasion for repeated publie expressions of alarm, 'U'he
inference in public discussion {8 that an excess of luiports over exports repre-
gents, as it were, a fatlure to bulunce our books and a dangerous draining away of
our “precious substance”, 1, e,, gold, into the coffers of foreign countries. Then
comes the suggoestion that the various agreements which we have entered into,
with foreign countries nnder the Trade Agreements Act of 1934 are respousible,
for this “sinister” development, and that the American negotiators of {hese
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agreements were “out-smarted” in the matter of concessions by those with whom
they dealf.

* Quite apart from any consideration of the effect of trade agreements upon
our balance of trade, such discussion rests upon a completely erroneous con-
¢eption of the meuning and siguificance of trade balances. It reveals o total
misunderstanding of the way in which a country’s international accounts are
balanced—a complete failuve to distinguish between the balance of trade and
the balance of international payments or accounts.

THE! SIGNIFXCANCHE OF THE BALANCE OF TRADE

The trade in merchandise ig only one, although the most important, part of
a country’s International accounts. There are many other economic transac-
tlons which result in payments by persons living in one country to persons in
another. Irom the standpoint of international payments, the “invisible” items,
such as expenditures for shipping, iusurance, and tourist travel, constitute
“imports” and “exports” as much as if they actually represented the move-
ment of goods across international trontiers. 1n addition, foreign investments,
together with the interest and dividend payments to which they give rise, have
an important bearing on whether the merchandise exports of a particalar
country happen to exceed its merchandige imports or vice versu.

Much of the confusion which has attended discussion of the balance of trade
has arisen from the practice of designating a net export of merchandise as a
“favorable” balance of trade. Ity use originated In a confusion of money with
wealth in the cconomic thinking of more than a hundred years ago. As a mat-
ter of fact, there is no reason at all to suppose that a favorable balunce of
trade—better called an export surplus—-is necessarily to the interest of every
country. Obviously, not all of them could have favorable balances in any case,
since the exports of onc are the imports of the others, and all of them to-
gether cannot export more than they import.

An important distinetion in regard to this matter exists in the case of debtor
countrieg as contrasted to creditor countries. The logical requirement for a
debtor country 1s not necegsavily a favorable balance of trade in commodity
items alone, but certainly a favorable balance in the swm total of commodity
and service items (excluding interest and dividend payments from the latier),
A country owing large sums to foreign creditors and unable to pay in gold or
to obtain further loans can make payment only through the sale of zoods or
services to a value in excess of {hat of the goods and services currently received
from foreigners.

A country which has larger sums owing to it from abroad than it owes to
foreigners is in a far different position. To receive payment it must be
willing to take an excess of goods and services over the goods and services it
sells to foreigners or else it must reinvest abroad the earnings on its invest-
ments, which merely means a postponement of the time of payment. The
excess of goods and services it is in a position to receive represents the enjoy-
ment, by way of return on its foreign investments, of the rewavds of accumu-
lation of capiinl over an eartier perlod. On the other hand, the excess of
exporls of goods and gervices swhich a debtor country must develop in order
to service its debts is the penalty, the burden, which it must sustnin because
of the necessity it was under, previously, of borrowing large sums of capital
from other conntries, Xt sends its surplus exports abroad for others to enjoy.
Bgsentially, the case in thig regard iy no different from that of the individual
who, if he is heavily indebted, must somchow manage to sell his energies and
his services on a secale sufficlent to meet his debt obligations, but who, if he
be in the position of investor or creditor, is privileged to enjoy having others
do these things on his behalf. '

A country may have an unfavorable balance, i. e., an import surplus, so far
as commodity trade alone ig concerned, but favorable or credit balances on
enough other items in ity international accounts to meet the defleit arising
from commodity transactions. Indeed, it must have such credits cxcept
fnsofar as it can adjust the residual difference throngh shipmeuts of gold
(viewing gold, in thig conneetion, as the adjustment item).

Prior to the World War the United States was a debtor country. It was
compelled to meet its payments on foreign loany and investments in the
United States largely by meaus of its exports of agricultural staples, During
the war we were able to repay many of these loans, and we began to lend to
foreigners. As a result, we found ourselves deflnitely a creditor nation at the
end of the war. Our large-scale lending abroad during the ‘nincteen-twentles
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made our nct position as a credilor even greater. At the ¢nd of 1935 our
Jong-term private investments in foreign countries were estimated at $12,630,-
000,000, as compared with investments by foreigners in the United States of
slightly over $3,000,000,000—this entirely apart from the Intergovernmental
war debis owing to the United States.

By 1029, Amerlcans were receiving almost a billion dollars a year in interest
and dividends on thelr forelgn investments. While these receipts have been
greatly reduced as a result of the depression and the difficulties encountered
by foreigners in securing dollar exchange with which to make payments, this
account is an important one in our balance of payments and is again on the
Increase. In view of our creditor position, it should therefore not be a cause
for alarm, but on the contrary should be regarded as only natural and logical,
if our merchandise imports are brought into closer adjustment with our mer-
chandise exports than they were previously. The concern which has been
expressed over the possibility of sach an occurrence is largely a carry-over
from the period when we were a debtor nation and has been aptly termed
“our debtor-nation complex.”

1HE TRADE-AGREEMENTS PROGRAM IN RELATION TO THE BALANCE OF TRADB

The relation between the value of merchandise imports and of merchandise
exports from year to yeur is a shifting one, subject to the influence of many
and varied factors. So far as concerns the recent decline in our so-called
favorable trade balance, it is altogether clear that this has been due to factors
not connecled with trade agreements. Recurrent drought conditions have
adversely affected our export position with respect to a number of fmportant
agricultural commodities and have made necessary the importation of foodl-
stulls and feeds to supplement domestic supplics. Imports of raw materials for
industry and of some manufactured goods have been stimulated by the acceler-
ated puace of domestic recovery with its resulting improvement in Amorican
prices and purchasing power, At the same time, notwithstanding partial eco-
nomic recovery In Kurope, the continnance of depressed economie conditions in
certain countries, high tariffs and other trade barriers, and the effects of un-
gettled political conditions abroad have greatly retarded recovery of our export
markets even though there has been a marked improvement over the low levels
of the depregsion,

The significance of the trade-agreements program in relation to the balance
of trade lies in the fuct that its purpose 18 to restore our international irade to
higher levels than have been attained in recent years, Insofar as mere protec-
tion of a country’s gold reserves and of its currency system s concerned, it
matters little, theoretically speaking, whether the international accounts of
such a country (as distinguished from its merchandise trade) are brought into
balance by reducing its imports of goods and services—its “out payments”; or
whether they are brought into balance by increasing its exports of goods and
services—ity “in payments,”

Practically, however, even in conncction with the process of balancing itself,
It makes a great deal of difference whether a nation is operating on a high or
a low level of transactions with the rest of the world. When a country’s foreign
trade, in ferms of both goods and services, declines to a low level, the whole
process of adjusting its payments becomes more difficult. This has been con-
clusively demonstrated by the experience of many countries during the depres-
slon. The general collapse of world trade has made it much more diflicult for
them to bring their international payments into adjustment than would have
been the case if the volume of international trangactions had been on a higher
level, IXence their reliance upon stringent measures such as exchange control,
clearing and compensation agreements, et cetera, which, however successful
they may have been in bringing about the adjustments dictated by dire neces-
sity, have served only to aggravate the general malady by reducing still further
the total volume of international trade.

The significance of a large, rather than a small, volume of international trans-
actions is not merely that it makes the adjustment of payments easler, im-
portant though that is. Its chief significance is that it means greater produc-
tion, greater consumption, and hence greater prosperity and higher standards of
living. In other words, it means that the country is enjoying a greater abun-
dance of the fruits of the international division of labor,

From the viewpoint of the United States, as a creditor nation, what is im-
portant is not the size or even the character of the trade balance, but whether
or not there is u general healthy balance between our total international re-

!
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celpts and expenditures of a character that will enable us to be paid for an
increasing volume of exports and for the loans and investments wo have made
abroad. The significance of the trade-agreements program in this conuection
1g that it tends to foster an expaunsion of trade and therefore a healthy bal-
ance in our economic relations with the rest of the world,

“BALANCING OUR BOOKY" WITII FOBEIGN COUNTRILS

Some critics of the present commercial policy of the United States have
suggested that our receipts and expenditures with each country with which
we trade should be balanced, and that the concessions which we give and
those which we recelve in trade agreements should oftset each other mathe-
matically,

As to the first contention, there i8 no reason at all why our payments with
any individual country should be balanced. 'The excess of payments which
we make to one country will be used by that country to cover the defleit
in ity balance with various other countries, and these, in turn, will have net
payments owing to us by reason of jpue excess in our own sales of goods and
services to them over and above what we import from them, The natural
process of balancing international accounts is not bilateral, but malti-angular,
The experience of other countries with efforts to balance payments with in-
dividual countrivs has Incontestably shown that the net result is a decrease
. of the entire volume of traunsactions between the countries, which is Just what
our commercial policy should be directed against, The notlon of bilateral
balancing, whether it be of trade or of all payments, Is a complete fallacy.
So far ay mere balancing 1s concerned, the ouly thing that is important for a
country is that its transactlons with the outside world as a whole are in
balance and without refercuce to particular countries, ‘

Equally fallacious iy the idea that the results of our concessions to forelgu
countries and those which we receive from them ought to be exactly equal
in terins of dollars and cents and that we have lost certain agrecments when
it so happens that our imports from such countries have increased, during
any particular period, with greater rapidity than have our exports to them.
Aside from the fact that such equality could only be achieved by strict gov-
ernmental regulation of our foreign trade, it i obvious that criticlsm of this
sort springs from the same erroneous conception of international trade as the
idea of bilaterul balancing, While every effort is made by our negotintors
to obtain a reasonable balance between concessions obtained and those granted,
"1t is obviously impossible to forecast with precision the effects of the conces-
slons upon trade or to know what will be the influence of external fuctors
upon the course of trade. With some countries the gain in our imports may
exceed that In our exports; with others, the reverse. The net of the situation,
"however—and the importunt thing—is that the way is opened to a healthy
increase in our foreign trade as a whole, both in-bound and ont-bound.

The concessiong which we grant in trade agreements are given in exchange
for covresponding advantages to our export trade. We give foreign countries
an opportunity for increased trade in our arkets, sabject to normal market
risks, in exchange for increased market possibilities for our export products
and for assurances against arbitrary and eapricious quotas, exchange restrie-
tions, and other governmental measires.  Over the short period of time during
which most of our 15 trade agrcements have been In effect, the general Im-
provement in businesg conditions has had an important influence on the volume
of trade in items affected by trade-agreement concessions. It is not unnaiural
that the relatively greater pace of recovery in the United Stales than in some
countries with which agreements have been concluded has been reflected in a
more rapld Increase In fmports than in exports. But, ag we have scen, the
significance of the trade-agreements program lies not in a decrease of the excess
of exports over imports, which may well prove to be temporary, but in the fact
that both imports and exports ave increasing.

Had we followed a policy of trade-balancing during the past 3 years, we
would have restricted our imports from many countrics in a less favorable
position than ourselves to what they could afford to buy from us rather than
importing what we necded and could afford to buy. Such a policy woild not
only have limited the enjoyment of our increased purchesing power and thus
restricted the progress of our own recovery but would also have reduced our
exports by disrupting the trlangular process of trade by which many countries,
particularly Huropean, are enabled to acquire the means with which to buy
vast quantities of Amerlean products of both farm and factory. .. s

i
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Moreover, had we adopted a policy of strict bilateral balancing, other coun-
tries undoubtedly would have applied a similar policy to us. The result would
have been that countries which now buy from us more goods than they sell
to us would have deliberately curtailed thelr purchases from us. This would
have been particularly costly o American agriculture, since the principal
markets for our agricultural staples are normally in the countries with which
we have favorable irade balances, '

V. CONSTITUTIONALITY OF TRADE AGREEMENTS ACT

The only constitutionnl objections to the Trade Agreements Act which have
been raiged are (1) that insofar as it provides for modification of domestic
duties it involves an unconstitutional delegation of legislutive power and (2)
that it violates the constitutional provirions empowering the President to make
treatles by and with the advice and consent of the Senate, provided two-thirds
of the Senators present concur, This memorandum is designed to dispose of
these contentions within the limits of a brief and simple statement of the prin-
ciples involved. A more extensive lst of analogous statutes than s here proe-
sented will be found in the memorandum presented at the hearings before this
committee in connection with its orviginul consideration of the act. (Iearings
before Houge Committee on Ways and Means on 11, R, 8430, 734 Cong., 2d sess.,
p. 803 et seq.) ’

1. MODIFICATION OF DUTIES PURSUANT TO TUK TRADE AGREEMENTS ACT INVOLVES
No UNCONSTITUIIONAL DriEGATION OF LEGISLATIVE Powkk -

The recent Supreme Court deelsion of United Stuies v, Curtiss-Wright Export
Corporation, decided December 21, 1086, not yet ofidally reported, has deflni-
Uvely established that, fn providing for the carrying out of legislation affecting
the foreign relations of the United Stutes, Congress may vest in the President
far greater discretion than would be permissible in the case of enactments which
relate solely to domestic matters, The court recognized that congresslonal legis-
lation which, like the present nct, “Is to be made effective through negotintion
and inquiry within the international field wust often accord to the President a
degree of diseretion and freedom from statutory restriction which would not be
admissible were domestie aftairs alone involved” (pamphlet, p. 8). After re-
viewing a long Hst of statutes authorizing action by the President with respect
to our foreign rclations, many of which are characterized in the opinion as
leaving “the exerelse of the power to his unrestricted Judgment” (ibid, p. 11),
the court stated that (p. 14) ¢ '

“The uniform, long-continued aad undisputed legislative practice Just dlsclosed
rests upon an admissible view of the Constitution which, even if the practice
found far less support in principle than we think it does, we should not feel at
liberty at this late dny to disturb”

Thig deetsion seems to leave little roont for doubt as to the constilutionality
of the T'rade Agrecments Act. '

Indeed, that act is so framed that it meets the move rigorous tests laid

“down by the Supreme Court for determining the constitutionality of legislative
delegations of power in the purcly domestic fild. The legislative policy is
clearly stated, a definite course of procedure is to be followed, adequately de-
fined standards for the President’s guidance In exccutlng the policy are estab-
lished, and a finding of fact Iy required as a condition precedent to action by
the Excentive.

PURPOSE) OF ACT CLEARLY STATED

A, The nct is expressly designed to secure the expansion of “foreign mur-
kets for the products of the United States.” To this end it dirccts the Presi-
dent to seek by negotintion with individual nations the veduction of the barriers
to our exports which those countries have erected, The expansion of foreign
markets 13 the basic purpose of the act. The authority conferred with respeot
“to duty modifications is but a means to that end and is a carefully lmited
means. .
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PRESCRIBED COURSY OF PROCEDURE LIMITS EXECUTIVE DISCRETION

B, Duty modifications are authorized only to the extent that they ‘“are
required or appropriate to carry out” trade agreements, In other words duty
modifleations may be effected only in the course of international tariff bar-
gaining by which the President 1s directed to seek foreign concessions for our
exports, In return for such concessions he is uuthorized to approve “‘corre-
sponding” reductions in our tariff duties requested’ by the respective negotiating
countries, if such reductions would comport “with the characteristics and needs
of varlous branches of American production.”’ Iurthermore, the domestic tariff
modificationy granted in o trade agreement with any one nation, excepl Cuba
(with which an exclusive ugreement is specifically authorized), ave to be
extended to imports of the same kind from all other countries that do not
discriminate against our commerce or pursue other acts or policies tending
to defeat the purposes of the auct,

The procedure of international tariff bargaining thus prescribed by the act
at once limits the scope of the President’s powers with respect to duty modifi-
cations, In the flrst place, as was recognized by the committees of Congress
which recommended passage of the act, the President in determining what
commodities should fall within the scope of any agreement must, except in
the case of Cuba, be guided by the general principle that only commodities
of which the negotiating country is the chief or an important source of supply
should be included (H, Rept. No, 1000, 73d Cong. 21 sess, p. 16; S, Rept. No.
871, 784 Cong., 2d sess, p. 19). Otherwise onr bargeining power would be
dissipated and we would not recelve In return the reciprocal beneflts contem-
plated by the act, Furthermore, a forelgn country would not be likely to grant
ug concessions In return for tariff reductions which would be more valuable to
gsome third competing country than to it.

In the second place, since any action by the President with respect *o our
duties must be pursuant to an agreement with a foreign nation, it s apparent
that the President 1s not free capriciously to pick and choose among even those
commodities of which the negotiating nation constitutes the chief or an impor-
tant source of our supply or arbitrarily to determine the amount of duty
reduction on any given article. All reductions in our duties must be those
sought by the other party to the agreement; and these will be necessarily lim-
ited by the fact that the negotiating country must be prepared to furnish corre-
spondingly valuable concessions in return.

Thus, the preseribed course of conduct, international tariff bargaining, en-
sures a deflnite limitation of the articles to be affected and the amounts of
duty reduction thereon, The modifications suggested by the negotiating foreign
nation are then examined by the President who must determine whether or not
they comply with certain standards set forth in the act.

SPHECIFIED STANDAGKDS TO BE VOLIOWED ARE ADEQUATELY DEIINED

C. The act specifies three standards which must gulde the President in his
consideration of the requested modifications: (1) No modification may exceed
50 percent of existing duties, nor may any article be transferred between the
dutiable and free Hsts. (2) Fach modification must conform to the character-
istics and needs of the varfous branches of American productiont (8) Finally,
the total of the concessions sought, if found to comply with the first two stand-
ards, must correspond to the concessions applicable to our products which are
offered in rveturn by the foreign negotiating couniry.

1. The definiteness of the first standard is rendily apparent.

2. The sccond standard ix given definite content (@) by the legislative history
of the act; (b) by familiar principles of tariff policy recognized by leading
statesmen on appropriate occasions since the ecarliest daysy of the Nation; (c¢)

11t should he noted that thws second standard serves two purposes. First, it serves
as a guide 1o the President in excluding from consideration all requests for modifications
that do not conform to it. Second, in conjunction with the third yordstick or standard,
it servey as a guide to the President in clrcumstances such as the following: After
ellmlnatin{; those requested modifications which exceed the B0-percent limitation or
which fail' to comport with the characteristics of Ameri DI ion, the President
must compare the remaining total concessions reguested with those which the negotiating
nation is prepared to offer to us in return, If these remaining requested concessions
outvalue the concessions offered to us, the Presldent then must choose from among the
requests those in nearest ‘“accordance with the characteristics and needs of varlous
branches of Amerlean production” and which in toto correspond to the reciprocal
concessions offered by the other country. ,
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by the act’s requirement that adequate opportunity be afforded to interested
private persous to present their views; and (d) by the express dlrpction, con=~
tained in section 4 of the act, for the utilization of the claborate information
relating to all aspects of our forelgn trade gathered by the official agencies of
the Government.

The legislative history discloses an unmistakable congressional intent that
domestic duty reduections should in no case—vegardless of the concessions to
our export trade offered in return—be granted witout a careful study of the
effect of such a reduction upon the position of American producers in the
domestic market and a determination that no sound and important domestic
interest would be unduly injured thercby. Cougress did not authorize the
Prestdent to adopt o policy of “50 percent free trade” to the extent that foreign
nations might offer equivalent concessions.  On the contrary, Congress extended
the policy of protection adopled in the 1930 Tariff Act, to which the Trade
Agreements Act is simply an amendment, so as to include the protection also
of those engaged in production for our export trade, (Sce II, Rept., cit. supra,
p. 13; 8. Roept,, cit. supra, p. 16.)

Thomns Jefferson, Sccerctary of State Blaine, President McKinley, and Theo-
dore Roosevelt all urged a policy of tariff reciproeily which would extend pro-
tecetion to our export producers. Such a policy has from time to time been
adopted in the platforms of both major parties and was specifieally incorporated
in the Lariff Acts of 1890 and 1897, 'This concept hay thus acquired “a common
understanding” which, in the language of the Supreme Court, glves il “‘the
quality of a recognized standard.”” (See Mahler v, Bibvy, 264 U. 8. 32, 40,
upholding authorization for the deportation of alicns found by the Seerctary of
Labor to be “undesirable residents”; see alse] Mutual Pilm Corporation v. Ohio
Industrial Commission, 236 U, 8. 230, 245-246, prohibiting films not deemed
by board of review to be “of a moral, educational, or amusing and harmless
character.”)

Furthermore, the provisions for publie hearings and for consultation with the
experts of the Tariff Commisison and of the Departments of State, Agriculture,
and Commerce, supply criteria which make the standard still more definite and
prevent arbitrary action, As the Supreme Court said in upholding the author.
ity of the Sceretary of War to prescribe changes in bridges required to render
navigation thereunder “reasonably free, easy, and unobstructed” :

v W * Congress * * * did not invest the Secretary of War with any
power in these matters that could reasonably be characterized as arbitrary,
He cannot act in referenee 1o any bridge alleged to be an unreasonable obstruc-
tion to free navigation without first giving the parties an opportunity te be
heard.” (Union Bridge Oo. v, United States, 204 U, S. 864, 387.)

In New York Central Securities Corporation v, United States (278 U, 8. 12),
Chief Justice Hugheg, speaking for the Court, upheld the delegation to the
Interstate Commerce Commission of aathority to permit the acquisition by
one carrier of control over another if deemed by the Commission to be “In the
public interest,” At page 24 the Chief Justice said of this eriterion:

“It 18 a mistaken assumption that this is a mere general reference to public
welfare without any staadard to gulde determinations * * * the term
‘public’ interest as thus used i8 not a concept without ascertainable criteria,
but has dircct relation to adequacy of transportation service, to its essential
conditions of cconomy and efficiency, and to appropriate provision and best use
of transportation facilities, questions t{o which the Interstate Commerce Com-
mission has constantly addressed itself in the exercise of the authority
conferred.”

So liere the criteria to be used in determining whether a specific duty redue-
tion sought by a foreign nation is in accordance with the characteristics and
needs of our varlous industries, do not differ essentially from the questions
which the Tariff Commission, the Departments of Agriculture and Commerce
and the Congress itself have continuously considered during the entirve history
of the tariff. They include, among other factors, the previous tariff treatment
of the article, the nature of the article’s use and its place in our national
economy, a comparison of domestic production to imports and exports over a
period of yeurs in terms of value and of quantity, the principal sources of im-
ports, costs and other factors governing production of the article at home and
abroad, and the historical importance and present national significance of
exports of other articles to the forelgn negotiating country.

The adequacy of the standard requiring due consideration of the character-
istica and needs of the various branches of Amerlcan production 1s' further’
demonstrated by the declsion of the Supreme Oourt in' Hampton and Compuny
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v. United States (276 U. 8. 804, 409), which established the deetrine that In the
fixing of taviff rates, as in the fixing of rates under the interstate commerce
ower :

. “If Congress shull lay down by tegislative act an intelligible principle to
which the person or body authorized to fix such rates is directed to conform,
such leglshitive netion is not a forbidden delegation of legislative power, If 1t
3 thought wise to vary the customs duties according to chianging conditions at
home and abroad, it may authorize the Chief Exccutive to carry out this purpose,
with the advisory assistance of a Tariff Commissfon appolnted under Congres-
slonal authority.”

The “flexible” tariff there sustalned was designed to assist “domestic pro-
dueers to compete on terms of equality with foreign producers In the markets
of the United States” (276 U. 8. at p. 404), The Trade Agreement Act 1s to
asglst domestle producers to compete In forelgn markets on terms of equality
with "forelgn producers. There as here the President was supplied with an
expert body of advisers and in both cases Congress provided full opportunity to
interegted private parties to be heard, There the President was {o determine
forelgn and domestic costs of production and fn so doing was to consider,
“Ingofar a9 he finds it practienble,” In addition to eosts of production per se,
the wholesale gelling prices of toreign and domestie articles, advantages granted
to foreign producers by thefr Government or other ageneles, and “any other
advantages or disadvantages In competition,”  The applteation of the staadard
liere considered would scem to involve the exerclse of no broader discreion,

8. The third standard applied by the President to proposed reductions in
our tariff rates—nnmely, contrasting them with the reciproral concessions
applicable to our exports—closely parallels the erlierion for executive nction
provided for by the Tariff Act of 1800, sustnined in Field v, Clark (143 U. 8.
G49).  That provision also sought expressly to further *“reciproeal trade”
through tariff bargaining, although hy means of threatened penaltles vather
than reciprocal concessions, There the President was to determine whether
countries exporting certain articles to us gave our goods “reciprocally un-
equal and unreasonable” customs treatment, Iere he Is to determine whether
the vequested reductions in our duties, when compared with concessions on
our exports offered by the negotiating country, afford no more than “corre-
sponding  market opportunities for foretgn products in the United States,”
The 1890 provision is more than smple precedent for this standard, sinee the
President was appavently required to compare the henefits to certain foreign
countries of our general tariff treatment with the beneflts our total export trade
recetved from the customs regulations of those countries.

Agnin, the ascertainment of whether the total benefit to us of proffered
concessions 18 equivalent to the benefit to the foreign nation of reducilons
sought In our own taviff rates Is a determination which eclearly {nvolves no
greater digeretfon than the comparison between domestic and foreign costs of
production, sustained in the Hampton case, supra.

FINDING REQUIRED BEFORE ACTION AUTHORIZED

L. Lastly, the President is authorized to set according to the procedure and
the standavds deseribed above, only when he findg certain facts, It bhas been
established from the earliest times that Congress may leave to executive offi-
cinls the determination of facts upon the basis of which the leglslative poliey -
is to become effective. Sece e. g., The Brig Aurora, 7 Cranch 882, Under the
Trade Agreementis Act executlve action ig authorized only when the President
“finds as a fact that any existing dutfes or other import restrictions of the
United Rtates or any foreign country are unduly burdening and restricting the
forelgn trade of the United Btates” and that the expansion of our forelgn
trade will be promoted by the negotiation of a reciprocal trade agreement.
The determination of the effect of foreign or domestie¢ duties upon our foreign
trade is plainly within the doctrines of Field v, Olark and Hompton & Co.
v. United States, discussed immediately above, "The further finding that
negotlation will not be frujtless clearly permits no arbitvary determination and
is appropriately left to the President, who Is charged with the conduct of the
country’s foreign relations. Lo o .

- BUMMARY

In summary of the discussion as to delegatlon of legislative power, it is sub-
mitted that the powers of the President under the Trade Agreements Act with
respect to duty modifications meet the tésts laid down by the Supreme Court
in its most recent pronouncements for proper’ delegation of legislative power -



EXTENDING RECIPROCAT, TRADE AGREEMENT ACT 75

even in respect of purely domestic matters. There is8 herve plainly no vesting of
“an unfettered diseretion” in the President, Cf. Schechter Corporation v,
United Statcs (295 U, 8. 485, 537-538). Ou the contrary the act is well within
the rule that in respect of domestic wffairs Congress performs its proper func-
tlons “in laying down policles and establishing standards, while leaving to
selected instrumentalities the making of subordinate rules within preseribed
limits and the determination of facts to which the policy as declaved by the
legislature iy to apply.” Neheehter Corporation v, United States, supra (p. 530).
Sce 0lgo Panama Refining Co. v, Ryan, 208 U, 8, 888, 421. In view of the reeent
deelsion of United States v, Curtiss-Woright FHeport Corperation, referred to
above, in which the Bupreme Court has lsted with approval numerous statutes
affecting our foreign relations which autliorize far broader I'residentinl disere-
tion than that here involved, the constitutionality of the Prestdent’s powers
under the Lrade Agreements Act would uot seem open to question,

2, Tur TRADE AGREEMENTS Act Dors Nor Viorary tie CONSTINUTIONAL Ri-
QUIRKLENT THaT TREATIES MUst Reckive Tur CONSENT 08 THE SENATE WL
WO 1 TIRDS OF THE SENATORS PRESENT CONCURRING

From ity earliest days this Government has entered into numerous interna-
tional agreementy, as distingudshed from treanties, in the fields of commercial
and consular relations, patent, trade-marvk amnd copyright protection, postal,
navigation, radio and aviation arrnngements, and the settiement of claims,

The Constltution in a single provision denls sepurafely with trenties and
agreements and thus itself recognizes the distinetion.  Seetion 10 of article I
prohibits the individual States from entering into treéaties but provides that
with the consent of Congress any Stale may enter into agrecments with a
forcign power, ,

Two instances of legislation under which commercial agreements in the flield
of tariff duties were executed have come boefore the Supreme Qourt, Ficld v.
Jark (143 U. 8, 619) involved seetion 3 of the Tarif Act of 1800 which au-
thorized the President to impose stated duties on named articles when imported
from countries whose duties were reciprocally unequal and unreasonable, Im-
mediately upon the passage of the act Sceretary Blaine begun negotiating agrec-
ments with those nations whose customs provisions, unless modifled, catled for
the operation of the aet. Some 12 agreements were concluded without Senate
ratification in the conrse of the next two yeurs, 8 of which had been concluded
at the time of the argument of Ficld v. Clark., The act was challenged, in the
language of the Supreme Court, “as delegating to him [the Prestdent] both
legislative and treaty-making powers” (143 U, 8, 681).  After holding that the
act did not constitule an improper delegation of leglslative power, the Court
went on to say (p. 694) @

“What has been sadd 1 equadly applicable to the -objection that the third
section of the act Invests the President with treaty-making power”

The case of Altman Company v. United States (224 U. 8. {i83) involved a°
commercial agreement under section 3 of the Tuaviff Act of 1807, which expressly
authorized the President without the necessity of senatorial ratification “to
enter into negotiations” with countries exporting named urticles to the United

States, “with a view to the, arvangement of commercial agreements in. which. -

reclproent and equivalent concessions may be secured in favor of the products
and manuicctures of the United States”, in retuen for our substitution of lower

(utles on the named articles in place of existing duties. The Supreme Court

described the commerelnl agreement with IPrance negotiated under this pro-
vigion as “an International compact” although “not n treaty possessing the
dignity of one requiring ratification by the Scnate” (p. 601).

Simflarly, Clief Justice Taft while Solicftor General ruled that Congress
could authorize the Postmaster Geueral 1o adhere to postal conventions with
forefgn countries without Senate ratificntion. 19 Op. Att. Gen. 518, 520. Again,
in the more recent. decislon of Monaco v. Mississippi (202 U. 8. 818, 831), Chief
Justice Iughes, speaking for the Court, stated ihat the Federal Government
may effect an international settlement “through treaty, agreement of arbitra-
tion, or othorwise” ¥inally, in the case of United States v. Quriiss-Wright
Haeport Corporation, decided on December 21, 1988, and referred to earlier, the
Supreme Court expressly stated that the Jederal Government has “the power
to make such international agreements as do not constitute treaties in the

constitutional sense” (Pamphlet, p. 6). This and related  powers the.(}oprtﬁ

found to be “inherently inseparabié from thé conceptlon of nationulity” and =~
essential to make the United Stutes “completely sovercign” (Ibid.).
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Senator Davis. Mr. Sayre, you spoke about the increase of pro-
duction in the United States. Have not industry and agriculture
increased their production, too, abroad?

Mr. Sayre. In foreign countries?

Senator Davis. Yes.

Mr. Sayrr. Yes; of course; since 1929 there has been a world
recovery in progress, as I suggest in this statement of mine. The
recovery in world trade has not been as rapid as the recovery in domes-
tic production in the various countries of tho world, particularly in the
United States. In other words, the recovery of world trade has
decidedly lagged behind recovery in domestic production, There has
been, nevertheless, as you suggest, since 1929, a pronounced move-
meont toward recovery, Wo have not yet attained the same degree
of prosperity which we had in 1929; but there has been a definite
improvement in that direction, both in the United States, and in
most of the countries of the world. -

I wonder if I am answering what you have in mind?

Senator Davis, Has not foreign industry taken on the modern
machinery of America, and increased their production in industry?

Mer. Savru. You mean in foreign countries?

Senator Davis. Yes.

Mr. Sayre. There has been an increased production in most of the
countries of the world, sir, although as I have just pointed out that
has not been attended with an equally rapid increase in foreign trade
because of theso many hampering restrictions, and trade barriers that
have been built up.

Senator Davis. While I was abroad in the latter part of November
I noticed in a little town in South Wales that they are putting in a lot
of strip machinery which will produce by employing 600 people,
practically as much as all the tin sheet mills in Wales.

Mr. Sayre. That, sir, is undoubtedly true. '

Senator Davis, And in practically all of the mines and steel mills
all of the modern machinery I have secn in the factories here is in use
over thero.

Mr. Sayrs. Yes; in other words, you are pointing out, sir, & move-
ment, which is worid-wide, toward nationel self-sufficiency in produc-
tion, Each country for various reasons, partly because of military
considerations, partly because of increasing trade restrictions, and
partly because of other factors, is moving in the direction of national
self-sufficiency, which is a very dangerous movement from the view-
point of world peace. As we know, the various countries of Europe
cannot possibly be economically self-sufficient, and remain prosperous,
Neither can the United States.

Senator Davis. Then for world peace we must give up part of our
markets here?

Mr. Sayre, No; we must increase our markets here. The objec-
tive which we are seeking through the trade-agreements program is to
increase our export markets. By increasing those oxport markets we
increase domestic employment, we increase wages, we increase con-
sumers’ purchasing powor at home, and thereby tremendously increase
our domestic markets in this country. If I may give an example,
for instance in our Canadian trade agreement, the agricultural in-
dustry of the country has profited noi only by the direct agricultural
concessions which we gained but also by the increased domestic mazket,
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due to increased outlets for industrial goods. For examflo, lot us say
as o result of a trade agreement, & factory owner finds he can export
increased quantities of his products. That means he increases his
employment and his pay roll; and it means his employees will begin
buying things which they could not buy before. For instance, they
will begin buying more meat. Meat has a very clastic market.
Following that Canadian trade agreement, partly as a result of it,
1 am convineed, wo increased the domestic market for meat. And
that helped our cattle people.

1n other words, wo are seeking by means of increased foreign trade
to increase forcign markets, but also to increase domestic purchasing
power and thereby increase doinestic markets.

Do T make mysell clear?

Senator Davis, 1 do not quite understand you, but this is what
they told me while 1 was abroad: If we maintain the present rate of
wages—I mean in the tin plato mill—they will be able to make it in
thosoe new strip mills there on the coast in the towns of Wales, where
they manufacture this plate, and ship it into McKeesport and Pitts-
burgh cheaper than we can put it on the car in Pittsburgh,

Mr. Savir. That also brings up another aspect of the matter which
I am glad you raised. Largely as a result of our own building up of
high protection walls, largely as the result of the Smoot-Hawley
Tarifl, we have encouraged American industry to build branch plants
in foreign countries.

Senator Davis, These planis I am talking about are not owned by
Americans.

Mr. Sayri. Then they are probably British. They may be using
American machines. 1 know there %Ims been an increased sale of
American machives in many of the countries abroad.

Senator Davis. Practically all of this modern machinery is American
machinery. i

Mr. Sayre. The result of that is, of course, to increase production
in those various countries, and in that way malke it more difficult to
inerease the employment of labor in this country. In other words,
the certain result of excessively high protectionism is to induce either
the building abroad of branch plants o» “he installation of American
machines in foreign plants, and in that wa  to cut off American export
markets with disastrous results. I think that is a tendency which we
must reckon with.

Senator Vanpensera. Dr. Sayre, I do not want to argue with you.
The last thing I want to do is argue the Smoot-Hawley tariff bill this
afternoon, but you made the statoment it was that bill which forced
the building of these branch plants.

Mr, Sayre, I said that was one factor, an important factor, in the
tendency toward the building of branch plants.

Senator Vanpensere. That is not what you said. But is it not a
fact that most of the branch plants were built before the Smoot-
Hawley bill was passed?

Mr. Savnu. I believe not, sir. So far as Canadian branch plants
are concorned, I think I am correct in saying that following the
passage of the Smoot-Hawley tarifl bill, there was a great increase in
the building of branch plants in Canada. I speak subject to correction

sit, as T have not the statistics here, and I should want to verify the

statement; but I believe that that is true.
12508337 wmpt. Toomrecl}

i

e e e e <A s

T ¥

PR

> e




78 LEXTENDING RECIPROCAL: TRADE AGREEMENT ACT

_ Senator VanpensrrG, I have understood from some study that
it showed ﬂomathim{: like 1,800 branch plants were in existence abroad
before the Smoot-Hawley tarifl bill was passed, and that since then
the rato of expansion has been decidedly less rather than more.

Mr. Sayrn. I weuld like to look that up. T cannot tell you

offhand.
Senator Vanpenprra. 1t would be an interesting thing to find out

dofinitely. )
The Crarrman. Dr, Sayre, can you get us the facts as to that?
Mpr, Savre. Yes; 1 think that would be a good thing to put in the

record.

Senator Haruison. 1 think at the time that the Ways and Means
Committee first, started considering the anoot—Haw{ey tarifl bill
bocause the Republican Party was so entrenched in power, thoy
perhaps decided to start doing that and, of course, that is a little
different from the situation of the Democratic Party.

Senator Vannensere. The situation is just reversed now.

The Cuarrman. If you can find out what the number was bhefore
they staried o consideration of the tariff and what it was since it
would be very informative.

Mr. Sayrr. T would be very glad to.

(The matter reforred to follows:)

Foretan Brancn Facroriws aNp rue Smoor-Hawuey ‘Tanirp

On December 5, 1928, the Ways and Means Committee of the House of Repre-
sentatives gave public notice of tariff readjustinent hearings to begin on January
7, 19029, These hearings were held from January 7 to February 27, 1929. 'The
bill was iutroduced in the House on May 7, 1929 and beecame law on Juue 17, 1030,

Prior to the consideration and enactment of this legislation, many American
manufacturers had ostablished branch plants in foreign countries. One of the
important roasons for this trend was the growth of our export trade; another, the
height of foreign tariffs, In 1929 and in the following years our own tariff policy
begame an important factor in the situation. The prospect of higher tariffs in
Canada and other countries in the event onr tariff rates should be raised was
gencrally realized early in 1929,  This forewarning doubtless helped to speed up
the branch factory movement in that year. 'The increase in the Canadian turi{r
in' 1930, and again in 1932 in connection with the Ottawa agreements, tonded to
sustain tho movement despite tho increasing severity of the depression. The in-
crease in the tariffs of the United Kingdom and other countries in the years follow-
ing the passage of the Hawley Smoot Act also played a part in the branch factory
movement. .

A report prepared by the Bureau of Foreign and Dowestic Commeree, printed
as Benate Doswirent No, 120 of the Seventy-third Congress, sccond session, sets
forth certain statistical information as of 1932 with respect to American branch
faetories abroad. According to this report an inereasing number of such factories
have been established throughout the past 70 years. Despite the restrictive
effect of the world erisis of 1029--30 on capital movements, numerically and in
terg of total investment there was a marked increase in this tendency, so far ag
manufacturing compunics are concerned, in the years 1929 and 1930, as con-
trasted with the gradual inerease in the preceding years. liven the later effects
of ‘the prolonged economie depression caused what the report characterized as
“‘a surprisingly slight decline’” in the tendency. The report explained the con.
tinuation of the cstablishment of foreign branches despite the effects of the
world depression as follows:

“This continued development in late years is to be attribuled chiefly to the
tapiff pressure exerted primarily by Canada, but also to some extent by Groat
Britain, and is specially significant as an indication of the influence of tariff
policies in foreing the establishment of industrial plants during a period oharacter-
1zed by exeess industrial capacity.” )

The following table lists the foreign branches involving an investment of
$50,000 or more each which were established by American manufacturing com«
panics between 1919 and 1932, as set forth in the report referred to:.
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United | United
Your %":‘,ffs l'l‘l’;‘}it‘;“ Investmont Yeur %E}:ﬁ% F“ﬁ.‘:’?é" Investmont
poanles panies
1910 iaaaaass 27 31 $422, 6577, 557 35 49 $26, 921,127
1920, . 43 b2 O, 180, K6 43 hd 44, 120, 408
1921, . 20 37 14, 360, 211 45 [i} 38, 701,070
1922 - 22 22 24, 701, 006 74 {0 T8, 004, 101
1924 2R 3 14,075, 266 (i3} Al 46, 559, 053
102 R 39 22, 683, 768 49 ha 20,717, 604
1926 . 33 4 20, 246, 145 43 i3] 11,502, 399

Senator Vanpensera, I was simply challenged by the fact that
you started out by charging all the branch plants to tho passage of this
Smoot-Hawley tariff bill.

Mr. Sayre. 1 do not think I said that. T should be glad to have
the stenographer look back and soe what [ said. I think that I said
that the Smoot-Hawley tarift bill was only one fuctor,

The Cuamman. That question was raised in the discussions by the
distinguished opposition, and that is the main thing they assigned which
forumf them to go abroad.

Mr. Sayre. Yes.

h'l‘he CuamMman. So then Senator Vandenborg corroctly interprets
that.

Senator VAnpuNrERG., Dr. Sayre, may I ask you what the eflect was
of the reapoal of 516-b of the Tarifl Act of 19307

Mr. Savne. Yes, sir.  As you know, Senator, prior to that repeal—
that partial repeal, 1 should say-—there were two sections, one cover-
ing importers, and a second one covering producers.

The effect of the partinl repeal of section 516-h wus to leave to
importers the sume rights they had before, and to leave to producers
the same rights which every taxpayer has when rate adjustments are
made. As you know, the Supreme Court has expressly held that no
one constitutionally has a vested right in a tariff rate or in a tax rate.
Wae all agree to that, of course.

Section 516~b was passed, if I remember correctly, in 1922, originally
in order to give to producers, as distinguishod from importers, a right
to contest importations on the ground that the rate of duty being
charged was illogal.

Many importers and others,.felt_that the application of the law

only resulted in barrassing tactics. Tn very few, I believe, of the suits -

that wore brought did the courts sustain the contention of the pro-
ducers. The effect of the Trade Agreements Act was to repeal section
516~b so far as products covered by trade agrecments are concerned,
bocause Congress felt at the time the matter was brought before it
that to leave that provision in effect would simply allow any producer
who cared to, to mterrupt and prevent the successful operation of
the Trade Agrecments Act, and to strip’from the foreign countries
the benefits which they bargained for and supposedly obtained under

trado agreements. In other words, under section 516-b, as 1 under-"

stand it, the Secretary of the Treasury at the instance of competing
producers could be made to hold up the adjustment of the import

duty for months, sometimes even for years, during long court pro- -

ceadings, although, in. very few of those pmceedingw heretofore have
the courts finally sustained the producers

contention. Nevertheless,
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the result has been indefinitely to hold up the modification of import
duties. I believe it was for that reasen that Congress passed tho
partial repeal,

I have before me hore an excerpt from the Congressional Record in
which the matter was discussed, which if you so desire 1 should be
glad to read, or to insert in the record.

Senator Vanprnsrre. You may insert in the record anything that
you care to put in. T was interested in finding out this: At tho
time of the debates, perhaps that is in your memorandum, Senator
Hebert said this was going to rob the American citizen of the right to
litigate, which he felt was important in the protection of his interests.

v, SAvre. I have that heve, sir.

Senator Vanpensrrae, Have you Senator Harrison’s reply?

Mr, Sayrue. Yos;shall Tread it? T think it would be just as well to.

First, Senator Ilarrison said:

The purpose of the amendment is as follows: Tn 1922 we gave the privilege to
produeers in this country or other parties interested, of taking certain appeals
when there was an importation of goods into this country, whether it was with
reference to valuation, or classification, or the amount of tarifl dutics imposed.
That was broadened greatly, as those who were here in 1930 will recall, so that any
producer could interpose a protest when goods wero brought into this country,
and would have the vight of appeal to the courty, which might interfere with im-
;)urts.timm and might delay a mattor indefinitely.  ‘The objeet of this amendment
s merely to remove those restrictions which are in the present law from the
operation of the proposed trade agreetnents.”

He spoke from experionce. There were very great delays.

Senator VANDENBERG, Yes.

Mr. Sayre. And then comes Mr. Hebert’s statement, Senator, if
you wish it?

Senator VANpuNBERG., Yes.

Mr, Sayre. Senator Hebert stated: .

Mr. President, as I listen to the explanation made by the Senator, I assume the
the privilege which tho law now extends to Amcrican producers to interpose

objections to changes made in the tariff act in pursuance of the provisions of the
law now in force will be removed entirely?

To which Senator Harrison answered;

fo far as the proposed trade agreoments are coneerned, the objeet i not to
ermit any person to come in and destroy the effect of a trade agreement by
nterposing some objeetion when goods come in from some country with which
we have such an agreement, whoether it is directed against a classification, or valua-
tion, or whatnot, and taking an appeal and tying the matter up in the courts
indefinitely. That is tic object of the amendment,

Then Mr. Hebert came back with this reply:

In other words, the protection afforded to American manufacturers under the
tariff law of 1930, so far as articles subjected to the operations of this measure are
concerned, is to be rcmoved by the proposed amendment?

And Senator Harrison says:
ﬁSot far as the trade agreements are concerned, Otherwise they would have no
effect,
That was the conversation which took ﬂ]ace,_ sir. . .
Senator Vanpensere, Then, somewhere in_connection with the
record the very able Senator from Mississippi added: :

That is what we intend to do, since we want no interference or delay from domnes-
tic interests. . :



EXTENDING RECIPROCAL TRADE AGREEMENT ACT 81

Mr. Sayre. May 1 interrupt for 1 second? 1t wus not domestic
interests, bocause (I‘(I)mostic importers have a full right.

Senator Vanpunsara. The record says “domestic interest.”

Mr. Sayre. 1 am sorry to interrupt.

Senator VanprNsnra, What T am interested in is do you know, and
I ask for information becense T do not know, whether this robs the
Americen producer of an essentiul Jitigating right affecting bis interest
realistically?

Mr. Sayre, My answer is, “it does not”. It take away from him
no right. that the American taxpayer ordinarily has, 1t does take away
from him a privilege, as distinguished from a right-—a privilege which
was given him in 1922, and which was, ns our experience shows,
exercised in an abusive way.

Senator VanpenBERG. Does this in any way involve the joining of
issue to test the constitutionality of the act?

Mr. Sayru. Tt does not prevent an importer from bringing a case
to test the constitutionality of the act.

Senator Vanpsunsrre. Does it prevent a producer from bringing a
case to tost the constitutionality of the act?

Mr. Sayre. Notif he can prove damage. You remember, Senator,
that under the Constitution our Supreme Court and the other con-
stitutional Federal courts are limited to “cases and controverises.”
Of course, ono must prove he has a “case” or a “controversy” in order
to come before a Federal court, a constitutional Federal court, includ-
ing the Supreme Court. That means that the Supreme Court is not
going to waste its time tryin% moot cases. In other words, you have
got to prove some damage. But the producer is on no different plane
with respect to this than any other taxpayer.

Senator VANDENBERG. You are so confident of the constitutionality
of the act I assume you would welcome a decision of the court so we
could ?quit arguing agout it, or would that start the argument all over
again

gM r. Savre. I should have no hesitation in going before the Supreme
Court, but I think reslly as the result of the recent Curtiss-Wright
decision the question has now become academic. You will remember
I argued 3 years ago, and I still maintain the truth of what I said then,
that this sct is within the principles laid down by the Supreme Court
for determining within what limits Congress has the constitutional
right to delegate power to the President. You remember that the
Supreme Court laid it down, if I correctly remember in the Hamplton
case, that the legislation must set forth an intelligible princi’ple for the
guidance of the executive in making his determinations, We spoke of
that matter 3 years ago. I then pointed out that the Trade Agree-
ments Act does lny down such an intelligible principle. 1 reiterate
that, and T am prepared to argue it here and now if you desire mwe to,

Senator Vanpunsere., No ;% would not want to argue the question,
Dyr. Sayre. I would not presume to do that.

Mr. Savrn, I will presume to make the statement that the question

“has become academic in view of the Curtiss-Wright decision, In that
case the Supreme Court held that a sharp distinction must be drawn
between the delegation by Congress of power to tho President (1) to be
exercised within the domestic or internal field, and (2) to be exercised
within the foreign or external field. It held that the limitations
applicable to the delegation of power within the first field did' not
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apply to the second, and that so far as the external or foreign field is
concerned there is a very large sphere within which the President may
act, either by virtue of his general constitutional power to conduct
foreign relations, or by virtue of a constitutional delegation of powers.

Senator VanpENBERG. We are getting a little away from the thing
I was interested in, and | simply wanted your opinion as to whether
the repeal of section 516 (b) in any way hampered the American
producer in testing the constitutionality of the act.

Mr. Sayre. I should say that it imposes no more severe restriction
upon him than is imposed upon any American citizen by virtue of the
fact that under the Constitution cases triable in the Federal courts
must be ‘‘cases” or “controversies.” Tn other words, he must be
prepared to prove some kind of damage if he is to go into court.

1t does take away from him a privilege, as distinguished from a right,
which was given to him in 1922 and which resulted in such an abuse
of power that Congress saw fit to terminate it. :

Does that answer your question, Senator?

Senacor VANDENBERG. I think so; yes.

hNow, I wanted to ask a little bit about the most-favored-nation
-theme,

Mr. SaygE. 1 would be very happy to have the chance to speak on
that if I may. )

Senator VaNpeNBERG. I assume the need for the extension of this
act involves your belief that there is a need for a large number of
additional trade agreements?

Mr. Sayre. Yes. That is what I said in my prepared statement
part of which is incorporated in the record.

Senator VANDENBERG. Yes.

Mr. Savyre. There has been a decided lag in recovery so far as
international trade is concerned. We have not yet recovered all the
export markets that we ought to. Some of the most important export
markets aro still not covered by trade agreements. TIn other words,
there are still very important countries with which we have not yet
made trade agreements. I think it is extremely important, if we are .
going to restore our export markets, to continue making trade agree-
ments. '

Senator Vanpenserd. And that is for the purpose of removing
discriminations against our trade?

Mr. Sayre. That is for a twofold purpoese: First, as you suggested,
to remove discriminations against our trade; and second, and equally
important, to reduce existing trade barriers.

Again, in the part of my statement which I did not give orally, T
spoke about various trade barriers, such as quota restrictions.

Scnator VANDENBERG. Yes.

Mr. Sayre. And foreign exchange control provisions and export
and import license requirements. Thero is & network of trade bar-
riers all over the world strangling international trade. And until we

ot those trade harriers lowered, and until, as you suggested, we get
essened discrimination against American goods, we will never regain
the export markets which we should. ’

Benator VanprnBERG. I understand you would not extend the
most-favored-nation privilege to any country which does discrimi-
nate against us; is that correct?
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Mr. Savre. It is correct, subject to modification. You will remem-
ber that under the provisions of the act the President is directed to
extend these concessions to other countries except those which in
effect are discriminating against our trade. .

There are a few countries to which we are bound by the explicit
language of some treaty to extend the benefit of trade-agreement
concessions to them. Until we can get such treaties denounced or
replaced by other treaties we are bound by them. There is one addi-
tional qualification, which I must mention in answer to your question,
and that is this: Whether or not a country is discriminating against
American trade may be a very difficult question to answer. Because
of some practice in quota administration or exchange control adminis-
tration or what not it may become very questionable whether dis-
crimination exists or not. We have a commmittee which is sitting con-
stantly examining all kinds of cases of alleged discrimination to deter-
mine whether discrimination really exists or not. 1f we find discrimi-
nation then we make protests to the foreign countries concerned. I
have had a number of diiferent interviews with ambassadors and min-
isters, saying, “Here, American trade is being discriminated against in
this respect or in that respect. What are you going to do to stop the
discrimination? If youdo not stop it then we cannot continue general-
izing concessions to you.” Then follow negotiations, perhaps for a
month, or even longer. If the country ceases its discrimination, then
we will continue to give it the benefit of most-favored-nation treatment.
In other words, it takes a little time to adjust all these matters.

Subject to these qualifications, the general answer to your question
is yes, we do confine generalizations to those countries which do not
discriminate against our trade.

Senator VANDENBERG. Of course, you have discussed the thing
which is in my mind, and inasmuch as you have generalized to every-
body except Germany and Australia, it oceurred to me you must have
failed to find essential discriminations against anybody else, and I
could not understand why you needed 3 more years to determine as
to Germany and Australia.

Mr. Sayre. There are two or three countries with which wy have
treaties where our relations must be clarified in some way, snd may
I say that we are now at work on that.

Senator GErry. What are the countries in which we have the
most-favored-nation clause?

Mr. Sayre. I have a memorandum which I will be glad to incor-
porate in the record, giving a list of them.

(The document referred to follows:)

Treaties and executive agreemenis of the United States containing the most-fovored-
nation clause

: TREATIES Date in force
APZEntinRa - o oo e e 1 Dec. 20, 1854
AUSErif. oo May 27, 1931
Belgium June 11, 1875
Boliviae o e Nov. 9, 1862
Borneo. .. ooovareonaa. tJuly 11, 1853
China.... —— .. June 20, 1929
Colombig.ooooo .. tJune 10, 1348
Costas RiCh. oo oo .. YMay 26, 1852
Danzig, Free Clby of .o oo iiice e mecccecaae R, Mar. 2;4, l],934

t Daty of exchunge of ratifications.
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Treaties and evecutive agreements of the United States containing the most-favored
nation clause—Continued

' TREATIES—continued Date in force
Denmark 2. o e ———— m i —— A r. 26, 1826
Estoni. «wuacwocann - 22 1926
Fthiopm - bopt 10 1914
Finland. .o e e ——————— -~ Aug. 10,1934
Great, Britain ¢ (in force also with Irish I'ree State) ... ......... 3 July 3, 1815

glsh Free State. (See Greal Britain.)

July 19, 1928

Hungary Oct. 4, 1926
Ttaly_. Nov. 18, 1871
Japan.... July 17 1011
Latvia... July 25, 1928
Liberia...... 1J'eb. 17, 1863
Morocco 6 Jan, 28, 1837
Museat (in force also with Zanzibar)® 78ept. 30, 1335

Sept. 13, 1932
Paraguay. Mar, 7, 1860
Poland...... July 9, 1933
El Salvador. Sept. 5, 19030
Siam Sept. 1, 1921
Turkey ... Apr. 22 1930
Yugos]av . .- Nov. 15, 1882

EXECUTIVE AGREEMENTS

Executive agroements other than trade agrecments under act of
June 12, 1934:

AIDANIA - - e oo o ———— vn 8July 28, 1922
Bulgarit. e o e wew-  Aug. 18,1932
Chile....... weu- O8ept. 28, 1931
Czechoslovakia. - 1, 1935

Dominican Republi

ay
Sept. 25, 1924

Heuador e oo June 12, 1936
Egypt... ay 24, 1980
Greeed. coneenan . Dec. 9,1924
Iran (Persia). 10 May 10, 1928
Lithaani. oo oo caaee i -« July 10,1926
Portugal._. .- June 28, 1910
RUMBDI - e . Sept. 11,1930
Saudi Arabia..... -~ Nov. 17,1933
BPRIN I e e e ————— Nov. 27, 1927

Trade agreements under act of June 12, 1934
Belgium......
Brazil...

Colombig.a.ou..
Finland...
France. - ..
Guatemala..

Honduras. ...
Netherlands..
Nicaragua. ...
Sweden_ ...
Switzerland ..o

May 1, 1935
Jan. 1, 1936

3 Abrogmod by notice, 1856; ronowod by convontion of which ratifieations wera exchnngul Jan. 12, 1858,

3 The
in force from its dato.
4 Extended by conventions of Oct. 20, 1818, and Aug. 6, 1827

ate given is that of signature. Though subject to ratification, the treaty provides that it shall be

# Date of ratiflcation by tho President of the United States 10 date is specified in treaty for its entry into

fowe and no ratification by Morocco was necessar;
¢ Accepted by Zanzibar after separation from 1scat. Qct, 20, 1870.
7 Dato of exchange of ratifications: tho troat, Y oes not qpcclfy the date of its entry into force.
3 Date of official recognition of Albania by the U States.
:GA}{M: retranozlively, rom May 22, 1831, in respect, o( certaln tariff reductions extended to France,
otroactiv
It Extending previous reglme,
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Treaties and exccutive agreements of the United States containing the most-favored
nation clause—Continued

' SUMMARY
TreBHIO8 .. - o e et e e e —————————— e 29
Executive agreements:

SIMPIC.. v i c e cc e m e ———am s nn e —amn———— 14
Trade agreements. ... . ceceecaanacmen e e— e e 13

27
Total treatics and Executive agreements containing the most-

favored-nation ClAUSC. « a e e mcnc i m——— e e 56

12 These 68 treaties and agreements are with 53 countries,

Mr. Savre. We have most-favored-nation treaties and executive
agreenients with roughly 50 nations—or I believe 53 nations, to be
exact. Since the passage of the act 3 years ago the number has slightly
inereascd. I would be glad to incorporate the list in the record, or
if you like I can read it t%un‘e and now.

Senator Vanpensere. How many are there?

Mr. Sayrr. About 50, roughly.

Senator Gerry. You just said you had increased the number of
nations that have the most-favored-nation clause. In your new
treaties do you include your most-favored-nation clause?

Mr. Savns. I wonder, Senator, il you are not confusing treatios
and trade agreements. In our trade agreements we are negotiating
on the most-favored-nation basis. On the other hand, these treaties
of which I speak were made, perhaps 10, 20, or more years ago. For
instance, there is a treaty with one country which was made in 1871.
And of course that treaty cannot be modified without laying it before
the Senate.

Senator Grrry. Have not some of those nations held that tariff
agreements were not- included in the most-favored-nation clause?
Did not France hold that?

Mr. Sayrp. I think not, if I correctly understand your ¢.estion,
That is, if T correctly understand you, you are asking whether with
respech, Lo treaties containing the most-favored-nation clause some
nations have contended that tariff rates do not come within the scope
of those favored-nation clauses. Is that your question, sir?

Senator Gurry. Yes.

M(li'. Sayre. The answer is no, foreign nations have not taken that
stand.

There is some question with regard to just what the most-favored-
nation clause means with respect to quota provisions or exchange
control. So far as tarifl vates are concerned I think it is clear, and
agreed to by practically every nation—and it might almost be regarded
therefore, as a part of intornational law—that the most-favored-nation
provisions do include tasiff rates.

Senator Gerry. Did France hold that?

. Mr. Savre. We did not have a most-favored-nation treaty with
rance.

It was because we did not have a most-favored-nation treaty with
France that we had such great difficulty in negotiating a trade agree-
ment with that country.

France some years ago began pursuing a commercial policy not
based on the most-favored-nation policy. She set out, instead, to
bargain for exclusive preferences with this nation and with that
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nation, and to give exclusive preferences in return, = Every exclusive
preference she gave meant discrimination against every other nation,
And the United States consequently found 1t was being discriminated
against in a wholesale wayqby France—so much so that when we
began negotiating a trade agreement with France we said: “We will
not negotiate with you except on the basis of the most-favored-nation
gollcy in principle. That means we must have the benefit of the

rench minimum tariff rate with respect to all those commodities
which enter into the negotiations.”” France said she ceuld not give
this to us. For months we were in & square head-on collision over
that. Finally, we forced France to accord to us virtual most-favored-
nation treatment, so that, as a result of that grant, we secured a reduc-
tion on 4,328 French tariff items. In other words, we got the benefit
of reductions on 4,32R items simply by securing in the trade agreement
most-favored-nation treatment.

Senator Gerry. Have you got what we lost also? That is, if we did
lose, and I do not know; I am seeking information.

Mr. Sayre. Seeking what?

Senator Grrry. I am seeking information. Probably we had to
give certain things in order to get these benefits. Where would we
take our loss in return for the reduction on the 4,328 items?

Mr, Sayi¥. I do not think we suffered any loss,

Senator Grrry. Did we not give them anything?

Mr. Savyre. Yes, we did; but not in things which hurt us.

Senator Gerry. I know, but you did give them certain things.

Mr. Sayre. The whole objective underlying these trade agreements
is to gain foreign concessions without undue injury to our domestic
producers. Negotiations would be easy if we could hand out con-
cessions without considering what they cost. In place of that, we
have to go over every suggested concession with a fine-toothed comb
to study what its effect would be upon domestic producers.

Again and again when certain concessions are proposed, we have to
say: “We cannot touch that because it is going to produce injury
to certain American producers.” On the other hand, there are man
instances where we can afford to grant concessions by cutting tariff
rates on certain speciality articles—articles, for example, which are
made in France and not made here.

As the result of that French trade agreement I think there was very
little injury done to any American producer who had any important
place in our domestic economy. We gave concessions which cost us
exceedingly little, and in return we received concessions of large value
to us.

Senator Gerry. Yes; but you must have given them something.

Mr. Sayre. We did give them something, such as cigaretie pa-
pers——

Senator Geruy (interposing). And you are contending that we did
not lose anything in return. I do not see how that could oceur.

Mr. Sayre. We can often cut down excessive tarif] rates, which have
no cconomic justification, without injurious dome.tic repercussions to
ourselves, and yet with considerable benefit to the other country.
For instance, let me illustrate what I mean. In our Canadian trade
agroement we gave s concession which has been very much criticized
on cattle. What were the facts? The cattle which we allowed to
come into this country at reduced rates were strictly limited to a quota
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of three-quarters of 1 percent of our domestic slaughter. To Canada,
however, that concession was very valuable, because for Canade,
producing so m.uy fewer cattle than we do, it was a large proportion
of Oanagian production, If my memory serves me correctly it
constituted something like 15 percent of the total Canadian produc-
tion. To us it was only three-quarters of 1 percent,.

You have heard it said doubtless that we injured our cattle pro-
ducers by that concession, On the contrary, in framing that conces-
sion, of great value to Canada, we wers very careful not to allow our
markets.to be inundated with cattle in & way which would prove in-
jurious to our domestic producers, In the first place, we limited the
concession to heavy cattle, cattle weighing over 700 pounds each. In
the second place we imposed this strict quota limitation of three-
quarters of 1 percent of our domestic slaughter; and this was appli-
cable, as you probably remember, not only to Canadian cattle, but to
cattle from all countries. What was the effect of that concession?

Senator Gerry., Here is one thing right now that has to do with
American cattle raising, and while it is not so imporiani in my state
I am getting complaints from people outside Rhode Island that they
are very much afraid with this clause in the trade agreements you are
going to have an influx of cattle with foot-and-mouth disease or Bangs’
disense. Of course, you have got a theory—-—

Mr. Sayru. Noj; I have got facts.

Senator Grrry (continuing). Just nne minute, I want to ask a
question. You have got a theory, of course, that this is going to work
this way. And, of course, you know the test of the pudding is in the
eating. .

Mr. Sayre. 1 agree with you thoroughly. ‘

Senator Gerry. What about after the agreement has been working
and the cattlo are being shipped in as to diseases?

Mr, Savre. Let me give you the facts.

Senator Gerry. I am getting letters on cattle being shipped in as
to foot-and-mouth disease, from other countries.

Mr. Sayre. Lot me say first with regard to foot-and-mouth disesse;
nothing in the Canadian agreement or in any other trade agreement
prevents the Department of Agriculture from imposing any restrie-
tions which it sees fit to protect us from foot-and-mouth disease.

Let me say that these letters which you su]y have been sent you
concerning foot-and-mouth disense undoubtedly refer, not to any
trade agreement, but to a treaty nogotiated with the Argentine.
That was a treaty signod May 24, 1935, which would not prevent the
Department of Agriculture from imposing restrictions against the
shipment of cattle from any infectod area it saw fit to guard against
foot-and-mouth disease. The treaty provides that either country,
the United States or the Argentine, sllmll have the right to impose
sanitary restrictions as against any territory or zone of the other
country which is infected or exposed to infection. One object of the
treaty was to make it possible to quarantine a certain district or area
within a country so that other areas not affected and not exposed to
infection could be left free from the embargo.

Senator Grury. That happens to be the Argentine.

. Mr. Sayrr. Yos, siv, . : o o :

Senator Gerry. But you take the foot-und-mouth disease and it is
the most contagious disease for cattle in the world. '
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Mr, Sayre. Yes, sir. And I am just as interested in keeping it out
of the United States as you are.

Senator Gerry. You think you will be able to do it, but I am not
certain whether you will or not. :

Mr. Sayre, We have not touched the matter in our trade agree-
ments.  We have in no way lessened the power of the Department of
Agriculture. The subject 1s not even related to trade agreements.

Senator Gerry. I just raised it bocause you were talking about
cattle, and I am asking for information.

Mr. Savre. And I am trying to give it to you, sir. )

Senator Gerry. You spoke of certain areas. Supposing you had a
general diseases of that sort, which was very prevalent all through the
country, could you cut out all cattle from that country, or only cer-
tain areas?

. Mr. Sayre. You moan if the Departraent of Agriculture saw fit to
impose restrictions?

Senator Grrry. That just gets down to the question of restriction.
And that would be a question of restriction just as health restrictions
are, would it not?

Mr. Sayre. Possibly we misunderstand each other. Wkat I am
trying to make clear is that there is absolutely nothing in the Canadian
trade agreement or any other trade agreement to prevent the Depart- -
ment of Agriculture from imposing any restrictions it chooses because
of foot-and-mouth disesase, or any other disease.

I am wondering if I sm answering your question.

Senator Gerry. I think that part of it is clear.

Mr. Sayre. There is nothing whatever in these agreements to
prevent the imposition of sanitary restrictions.

Senator Grrry, The reason I started to ask you as to this was
because you mentioned as to what could happen only as to an area.

Mr. Sayre, Yes, sir.

Senator Gerry. And I imagine the Health Department would
ﬁmve a right to stop anything that was bringing in an infectious

isease.

Mr. Sayre. As to quarantine regulations, we have been very careful

in the framing of our trade agreements not to prevent the imposition
at any time of sanitary or health restrictions.
. The Cuarrman. May I ask this question: Dr. Sayre, is not this
the only difference: under the present law the Secretary of Agriculture
has a right to put a restriction or quarantine against & whole country
when they ﬁmf the foot-and-mouth disease or some other disease?

Mr. Sayrr. That is true.

The CuaremMaN. And you have negotiated a treaty with the
Argentine, and in this new treaty you propose to quarantine, or you
agree you have got the right to quarantine any area? '

Mr. Sayre. Any area affected or exposed, that is correct.

The CuarrMan. That is correct. That is about the only difference
in the preposition? .

Mr. Sayre. Yes. And let me add that that was the law prior to
the passage of the Smoot-Hawley Tariff Act; that is to say, the
Department of Agriculture was doing that right along up until 1930.
Then in 1930 in the Smoot-Hawley Tariff Act these provisions were in~
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sertod, which made it impossible to impose a quarantine against an
aren or district as distinct from a whole country. We are now suggest-
ing a treaty with the Argentine which goes back to the law as it existed
prior to the passage of the Smoeot-Hawley Tariff Act, when the Depart-
ment of Agriculture was free to impose restrictions sagainst isolated
infected areas without quarantining an entire nation.

The reason we propose that, is a very real one. Other countries
have sought to impose unwarranted embargoes against our own export
trade, and particularly against our agricultural exports.

I have a memorandum before me giving various instances of this,
which I will be glad to recite to you if you desire. One instance is of
an infection in California, on account of which the United Kingdom,
if 1 remember correctly, sought to embargo American exports coming
from middle western and other States.

The result of using sanitary provisions for embargo or protective
purposes, and not for sanitary reasons, is disastrous. We have had
a taste of it ourselves; and because of our own experience we feel it
very unwise to continue using sanitary provisions for tarifl protection
purposes, if I may so phrase it.

Senator Capper. I would like to ask a question.

Mr. Savee. I have not yet answered the Senator’s question. Iet
me finish answering bim and then let me come back to you, if I may.

You asked about Canadian cattle, and you said in theory I might
be all right, but that you were interested in the facts. Now, I am
also interested in the facts; and facts are what I am trying to give
you. :

Senator Gerry. I beg your pardon. What I said was that you
had a theory and you thought you had done a beneficial thing, but
lt{hat the facts remained to be tried out. You may be right, I do not

now. :
Mr. Sayre. Precisely. Let the facts tell the story.

Scenator Gerry. I do not believe, for example, that you have had
near enough time to tell about the Canadian treaty. ou can take
one item and make a very good case. Anybody who is a debater
ought to be able to do thai. Of course, I do not know much about
thig Canadian treaty.

Mr. Savre. I am heartily in agreement, with you, that it is too
early for any final conclusions as to the effects of the Canadian
agreement.

Senator Gurry. But what I am referring to is that the proof is
going to be after a year—as to whether it is going to work out. -

Mr. Sayre. T am entirely and heartily in sympathy with you, and
particularly so, Senator, when you say that & year’s experience is not
enough to show what the ultimate effects of a trade agreement are
going to be. All we can do is to try to reduce the trade barriers, It
takes time for trade to adjust itself after that to new opportunities,
I do not think that trade or export figures gathered within a few
months after an agreement has become effactive tell the whole story,
I am in hearty agreement with you on that,

Senator Gerry. What I have got in mind is this: How many foreign
countries are working on these favored-nation agreements? It is not
a treaty; you are making the distinction, that these are agreements?

Mr. Sayre. These are agreements, o '

[N
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Senator Gerry. These are agreements and not treaties, as I under-
stand it?

Mr. Sayre. Yes.

Senator Gerry. How many nations are following this policy, not
these nations who are entering into an agreement with us so far as we
are concerned, but how many nations are following that policy?

Mr, Sayru, There are o great many. Let me say that the most-
favored-nation policy, which really is neither more nor less than a
Policy of equality of treatinent, is one which nations as a whole have
ollowed from early days. The United States, for instance, when it
adopted the single column tariff, was following the most-favored-
nation treatment policy. Again, under section 336, the flexible
tarifl provision, the adjusted tariff rate becomes under the President’s
Proclumation upplicnbie not to a single country, but to all countries,

Senator Gegry., Let me say this

Mr. SayrE (interposing). I have not answered your question.

Senator GeErry. All right. :

Mr. Sayru. That policy of equality of treatment as I say, has been
followed, speaking very generally, by most nations from time im-
memorial. It was the early policy followed by European nations as
well as by American nations.

Of late years, however, there has been a tendency on the part of
some nations, and France 1s one of them, along with certain others
Senator Geary (interposing). Is not England one of them?

Mr. Sayre. No, sir. England in the main follows a most-favored-
nation policy pretty generally. Of course, there are excoptions. A
country makes innumerable treaties or agreements. The general
underlying policy of Great Britain is based upon the most-favored-
nation poﬁc . l?‘,runco does not follow it generally.

Senator GeErry. What I am trying to do is get some information
on this very important matter. f’know very little about it.

Mr. Sayre, Yes, sir.

Senator Gerry. What I want lo find out is this: If you enter into
a treaty with France and have certain rates on certain commodities
and then if we have a favored-nation clause in another treaty where
the country employs very, very cheap labor—— '

Mr. SayrE. Yes, sir,

Senator GeErry. Which pay practically no wages at all; can they
come in?

Mr, Sayre, Yes,

. Senator Gerry. Under exactly the same duty as the country that
is K/&(Lylng a much nearer standard of wages to what we are?
r. SavrE. Yes.

Senator Gerry. Now, I take it in some of those provisions you
must take into consideration the rate of wages paid.
- Mr. Sayre. Yes, sir. . .

Senator GErry. And when you get into this particular clause with
?hcc;gntry paying very, very low wages, how do you safeguard against

2

Mr, Sayre. I am afraid we are getting away from your question
about importations of Canadian cattle, but I have the facts here to
prove that American cattle producers were not in fact injured by the
offect of the Canadian trade agreement upon American cattle prices,
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If you wish I will abandon that and proceed to answer your other
uestion, which is along another line, along the line which Senator
oipdenberg began asking about, concerning the most-favored-nation
olicy. ,

P Sezator Vanpensera. 1 only began it is all.

Senator Gernry, 1 beg the Senator’s pardon for interrupting.

Mr. Sayrr. May I go into it?

Senator VanpenBEre. Yes, indeed. Go ahead.

Mr. Sayre. Your question is, How can we protect ourselves if we
follow this most-favored-nation policy? How can we protect our
own producers if when we grant a concession to one country we extend
it to others so as to cause floods of commodities coming in from some
other country which has cheaper Inbor. Lot us take Japan, if you
like. The answer is to be found in the nature of our program. Once
a nation pursues the most-favored-nation policy with respect to a
trade-agreemeont program, such as ours, it means that you cannot
give coneessions indiscriminately. You must restrict the concessions
which you give in the main to those commodities of which that other
country is the chief or a principal source of supply. In other words,
when we are negotiating with country X we cannot afford to give to
country X concessions on goods comirt% in mainly from country Y,
because in that event country Y would gain the chief advantage of

- the agreement, and also country Y would not care to make a trade
agreement with us when her turn came around, because she would
already have geined the most valuable concessions from us. For that
reason the adoption of & most-favored-nation policy in connection
with trade agreements means first and foremost a policy of restricting
concessions given in each agreement to those in the main of which the
other country is the chief or a principal source of supply. -

Senator GErry. Let me interrupt you again. Is not there a possi-
bility when you do that, enter ints a treaty with a country that is the
main source of supply, that enother may find with a reduced rate they
can reduce it further and the first thing you know you have got a
flood of it?

Mr, Sayrg. Yes.

Senator GeErry. And your trade agreement with the first country
may be on an even basis?

Mr, Sayre. Yes.

Senator Gerry. You may find later that you are trading with a
country that has got o, terrific supply of some commodity.

Mr, Savre. Yes. In the event that after we have made a trade
agreement with some country there comes in a flood of imports from
some third country, we are protected by the so-called escape provision,
In other words, we have provided in our trade agreements that if
some third country comes to enjoy the chief advantage of a concession
which we have made we are then at liberty to withdraw that conces-
sion.

Senator Gerry. That is with your new agreements?

Mr. Sayre. Yes.

Senator GErrY. How about these 50 treaties that still exist with
the favored-nation clause?

Mr. Sayre. Some of our most-favored-nation commitments are in
Executive agreements. In the first place, a number of them are subject
to abrogation on comparatively short notice. Again, in the negotia-
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tion of our trade agreements it is precisely the question which you
raise that the negotiators have their minds concentrated upon. They
are not going to give a concession if there is a good chance that some
other country will reap the chief advantages, or if there is a chance,
perhaps because of devaluation or perhaps because of a shift in trade
currents that our domestic producers will be in%ured by quantities of
imports from some third country perhaps with a lower standard of
living. In other words, these are some of the very things which we
keep in mind whoen we are working on the negotiation of a trade
agreement.

You speak of Japan. We have in our minds not only Japan but
many other countries.

Senator GrrrY. Japan is not the only one?

Mr. Sayre. No; not by any means. ‘I'here are many countries
which are producing cheap goods, and whon we negotiate trade agree-
ments ono of our purposes is to formulate the kind of trade ngreements
which will not subject our producers to undue injury through such
results as you suggest. We have that very much in mind, sir,

In all oty our later trade agreements we have such an es~ape clause
as I have mentioned. And let me say that our trade agreemonts have
been so carefully formulated that we have not had to use a single one
of those escape clauses.

Senator Gerry. How many trade sgreements have you made?

Mr. Sayre. Fifteen.

Senator Gerry. How many have been made lately of those 157

Mr, Sayre. I have the dates here, sir. The last was made just a
month or two ago. I think these are in the list which I have already
inserted in the record. ‘

Senator Gerry. Just see they are in the record.

Mr. Sayre. We are making them all of the time. Would you like
to look at it? <

Senator Geriy. Thank you. Is there any other country—and after
I ask this question I am tf‘:rough-—mthat has adopted this policy as to
(tirqde ?ngreements to carry out this similar policy to what you are

oin, ‘ ‘ :

M%. SayrE. You mean the use of trade agreements?

Senator Gerry. Yes; with the most-favored-nation treatment.

Mr. Savre. Yes. There are a great many nations following the
most-favored-nation policy. ‘ ‘

Senator GerryY. On the same principle on which you are doing it?

Mr. SaAyrE. Many nations are entering into trade agreements, but
many are not following quite the same program as we are. Great
Britain, for instance, has the power to make executive agreements
under certain circumstances, and by virtue of the parliamentary
system over there it can secure parliamentary ratification in short
order.

Senator Gerry. That is the question Senator Connally and you
were debating this morning?

Mr. Sayre. Yes. Now, Great Britain is making a great many
commercial agreoments, and not all of them are of the same pattern
23 ours. '

I am thinking, for instance, of the one which Great Britain made
with the Argentine. I said a moment ago that, on the whole, Great
Britain was following the most-favored-nation policy, In her agree-
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ment with Argentina, Great Britain did not strictly follow the most-
favored-nation policy.

Senator (GERRY, %hat is my understanding. And is not Great
Britain dealing individually with each nation much more than we are?

Mr, Sayre., Yes;itis. ﬁut go far as tariff agreements are concorned,
any tariff concession which Great Britain makes to any other nation is
immediately extended to us.

Senator Gerry, Because we have a treaty with Great Britain to
that effect, is that not correct?

Mr. Sayre. But when it comes to exchange control provisions,
then you are up against tho question of the precise meaning of the
most-favored-nation clause, ifferent people have different con-
ceptions as to what it means, We have worked out a jretty distinct
and definite conception as to what we understand it to mean, and we
have written that into our trade agreemoents. So that those nations
with which we enter into trade agreernents generally accept our defi-
nition as to its moaning with respect to exchange control, quota,
rvestrictions, import and export licenses, and the like.

Senator Gerry. But, of course, that does not apply to the countries
in which you have the old treaties with respect to the most-favored-
nation clause?

Mr. Sayre, Noj; and they are not all of uniform type.

Senator Grrry. Therefore, with these new treaties, until those old
treaties are abrogated you have danger. In other words, you have to
kleep in mind al%’ the 50 other treaties that have the favored-nation
clause.

Mr. Sayri. Absolutely. We have to keep in mind every country
to which we are bound by the most-favored-nation provision. Of
course, if it is an Executive agreement, it may be subject to revoca.
tion on 30 days’ notice, and that is another story. But these are
factors which we must keep constantly in mind in the negotiation of
these trade agreements,

The Cuamrman. Dr. Sayre, Senator Capper wishes to ask you s
question,

Senator Carprr. Dr, Sayre, Jyou said awhile ago, under the terms
of the trade agreement with Canada, with respect to cattle, either
nation could impose any restriction it might see fit to make.

Mr, Sayre. Of a sanitary nature.

Senator Carper. Yes, Now, that cannot be said of the treaty
with Argentina, can it? We are now imposing restrictions there
from the United States, and we are proposing under that new treat
to withdraw those restrictions, at Emst in the terms under whic
they have heretofore been employed. -

Mr. Sayre. No, sir. If the treaty were put into effect it would
bus slightly modify the existing situation, and I should be very happy
to %)Oint out in just what respect it would modify it, .

Senator Carprer., But under the Argentine treaty heretofore for a
good many Kem‘s we have made it impossible for them to let in cattle
infected with the foot-and-mouth disease.

Mr. Sayre. Yes. T

Senator Carrer. Now we are modifying that a little, but it is still
possible for the foot-and-mouth disease to get into this country, it
seems to me. - - : o : Co o
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Mr. Sayre. No, sir. If this new treaty came into force it would
have no effect upon the actual imports of cattle from the Argentine.

Senator Caprer, What I had in mind is setting up a different
arrangement with Canada than you are with the Argentine.

Mr. Sayre. Of course, when we were discussing the question of
cattle imports from Canada, we wers discussing it in connection with
the trade agreement. Under our trado agreements there is absolutely
nothing to prevent the Department of Agriculture from imposing any
restrictions which it may desire and which the law empowers it to
impose.

Senator Carper. Why should not that also be true of our relations
with the Argentine? :

Mr. Sayrr. It would be. Nobody proposes to modify that. We
have no trade agreement with the Argentine, you understand?

Senator CaprEr. No; but I am speaking of the treaty.

Mr. Savre. We have negotiated a treaty with the Argentine, which
is to this effect: As T was saying a few moments ago to Senator
Harrison, under the law until 1930, the Department of Agriculture
could impose restrictions against importations of cattle from any
infected area or district as distinct from a country. Then in 1930 a
prevision was inserted in the Smoot-Hawley tanfl which prevented
the Department of Agriculture from doing that, which provided in
effect, tKat if the Department of Agriculture imposed any restriction
it must be against a country as a whole. Now, here comes the
Argentine. Argentine is an important producer of cattle in its north-
ern districts. Iach one of those dots [indicating a portion of a map)
represents, I believe, 5,000 head of cattle production.

Jere is Patagonia, way down in the south, producing no cattle for
export, producing almost no cattle at all, as you see from this map.
In Patagonia there is no access to and no exposure from this district
up here [indicating o portion of map]. They are as widely and effec-
tively separated as New Orleans is from Labrador. Argentina cannot
afford to havo the United States employing so-called sanitary restric-
tions in order to embargo all importations. The question is not a
vital one to Argentina so far as imports and exports from and to the
United Statos are concerned, bocause there are practically no cattle
in Patagonia. It is only a sheep and mutton country, and owing to
the price situation and to other factors Argentine sheep and mutton
are not going to come into the United States. But if it becomes a
goneral practice to use sanitary restrictions in order to onforce eco-
nomic embargos, then the Argentine, an important cattle-producing
country, is going to be up against it with respect to other countries.
We have had unfortunate experiences ourselves with sanitary embar-
goes enforced against us. I have a list here of several different occa-
sions when, because of infection in a restricted and isolated area,
American products from all over the country havé been embargoed.
We protested vigorously against such embargoes—so vigorously that
in most cases we were able to secure a modification of the sanitary
restrictions so as to confine them to the particular areas where the
disease existed, or where there was exposure to the disesse.

" 'This new treaty with the Argentine, which has been negotiated
but has not yet been ratified by the Senate, provides simply that either
country shail be free to impose restrictions as against any areas in the
other infected with disease or exposed to disease. In other words
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under this treaty the Secretary of Agriculture would be free to pick
out an infected area or an area exposed to infection and say: “We
shall allow no importations of produets or of cattle coming from that
area”, but with respect to importations from other areas of the
country, tho Secretary of Agriculture would be free to impose no
restrictions. .

Insofar as this Argentine sanitary treaty is concerned, let me make
it clear that it has nothing whatsoever 1o do with tariff rates or with
importations of live cattle.

The article which is directly concerned, and which I have been dis-
cussing, is article I1I, which reads as follows:

Each contracting party recognizes the right of the other party to prohibit the
importation of animal or plant products originating in or coming from territories
or zones which the importing country considers to be affected with, or exposed to,
plant or animal diseases or insect pests dangerous to plants or human life nntil it
has been proven to the satisfaction of the ?arty exercising such right that such
territory or zone of the other party is fice from such contagion or infestation or
exposure to contagion ur infestation—

And so forth, and so on. .

Senator Caprrr. The livestock producers of the West are thoroughl
satisfied with the restrictions that we now have against the foot-and-
mouth disease in the Argentine, and they are unable to understand
why we have to modify or change that.

Mr. Sayre. T think one reason for modification, Senator, is this:
The United States at one time enjoyed a very prospeorous trade with
the Argentine. We were selling to the Argentine far more than we
were buying from them. After 1929 that trade fell away very greatly.
Today we are selling to the Argentine only a comparatively small
proportion of what we did before. We want to win back that trade.
In order to win it back we have got to convince the Argentine that the
trade will be profitable to both sides. If we fail to eliminate those of
our sanitary restrictions against the Argentine, which are clearly
excessive and needless from the standpoint of sanitary protection, it
is doubtful whether the Argentine will care to negotiate a trade
agreement with us, When I say it is doubtful, I do not know: she
may or she may not, I do not know. Tn our embargo against impor-
tations from Patagonia, Argentina feels she has a real grievance
against us. If we are going to increase the good understanding
between the two countries, which T regard as a necessary foundat on
for a profitable trade agreement, it seems clear that we should use
sanitary restrictions only for sanitary purposes, and not for economic
embargoes.

I make that statement not only because of the Argentine situation,
but becauso of the world situation. Tt is to the vital interest of the
United States to prevent foreign nations from imposing sanitary
restrictions against our products for economic purposes. éi‘hey have
done it before and they will do it again; and unless we are in & position
effectively to oppose such measures we are going to suffer in our
agricultural export markets.

Senator Carper: The arrangement we have had heretofore, and
which still exists, has been very satisfactory to the livestock interests,
and this now convention seems to be very satisfactory to the Argentine
and not to the producer. '

. Al ™ st
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Mr. Sayre. I think the convention is not satisfactory to many of
our livestock producers, only because they have greatly misunderstood
its terms and provisions. We have heard, sir, from many livestock
producers and livestock organizations, who by their letters show a
total misupprehension of what the treaty provides. I am afraid that
some people have made it their business to spread misrepresentations
about that treaty.

ISenator Carper. They have had a year in which to inform them-
selves.

. Mr. Sayre. And we have been constantly sending out letters try-
ln% to correct the widespread misunderstanding about the treaty.

t boils down to this insofar as American cattle producers are con-
cerned: The ratification of this treaty will affect not a single tariff
rate, it will cause no increased competition for our cattle producers,
since Patagonia produces no cattle for export, and it will; have no
restricting effect upon the power of the Department of Agriculture
to impose sanitary restrictions whenever and wherever needed.

Senator Carper. But it changes the program which the Department
of Agriculture set up for a number of years.

Mr. Sayre. No; I beg your pardon, sir. The Department of Agri-
culture set up the program which we have embodied in this treaty.
That was changed in 1930 by the Smoot-Hawley tariff. The treaty
is based upon the program which was followed by the Department of
Agriculture up until 1930 and under which we felt that we were getting
abundant protection.

The Cuairman. What is the status of the treaty with the Argentine?

Mr. Sayre. It is now before the Committee on Foreign Relations.

Senator Carrrr. It has been there over a year.

Mr. Savrn. Yes.

The CuairMaN. You are not negotiating with the Argentine as to
a trade agreement now?

Mr. Sayre. No, sir; we are not at present negotiating a trade agree-
ment with the Argentine. The treaty has nothing to do with trade
agreements.

Senator Capper. No; I understand that, but the American Live-
stock Association only a few weeks

Mr. Sayre (interposing). Mr. Mollin, I believe, is going to appear
here Friday, and will tell you—I won’t say what he is going to tell
you, but doubtless you wnﬁ hear from him as to the Argentine con-
vention.

The Cuarrman. He appeared before the House Ways and Means
Committee, did he not?

Mr. Sayre. I am not sure whether he did or not.

Senator Carrer. There is another question I would like to ask
you: Now, under the Canadian quota what is the total number of
cattle affected? . :

. Mr. SaYRE. 156,000 head could be brought in under the reduced
duty. Under the Canadian trade agreement there was a quota
provision with respect to cattle weighing over 700 pounds equal to
three-fourths of 1 percent of the average annual total number of
cattle slaughtered in the United States during the calendar years from
1928 to 1932; that is we took the average slaughter during a previous
5-year period, and then said we would allow three-fourths of 1 percent
of that average to come in under the reduced duty. That quota




EXTENDING RECIPROCAL TRADE AGREEMENT ACY 97

limit includes cattle not only of Canadian origin, but cattle from any
country whatever. After the quota is filled, then all cattle imports
must pay the same rate which they paid prior to the making of the
trade agreement. What were the actual results of the agreement?
We have made sxtended investigations to determine whether, as has
so frequently been charged, American cattle producers were injured
by a lowering of prices caused by Canadian importations. We have
looked into that matter very carefully indeed.

We found that the charge that the duty reduction on Canadian
importations was the cause of declining cattle prices between January
and June of 1936 is not supported by fact. Plentiful feed crops and
high cattle prices in the summer and later months of 1935 led to a
great expansion of feeding operations in the fall of 1935. The move-
ment of these increased supplies to market in the first half of 1936,
when American cattle producers sent to market 15 percent move cattle
than during the comparable period in 1935, drove prices during this
period well below the 1935 highs. This abnormally heavy marketing
of domestic-fed cattle resulted in an exaggeration of the normal seasonal
downward trend of steer prices. . '

This is what is interesting: The largest decline occurred in the
prices of prime and choice grades of cattle. Receipts of these classes
of cattle at Chicago dvving the first half of 1936 were almost double
those of the preceding year, and the result was a 33-percent decline in
price between January and June. Imports from Canada of prime
and choice grades of cattle were negligible. The least price drop
oceurred in medium grade cattle, prices of which declined by only
9 percent between January and June; 80 percent of the slaughter
cattle imported from Canada during this period were of medium
grade. Since therefore the prices of cattle declined most in the
classes of which we imported least, it beccmes evident that the
domestic situation rather than imports from Canada were the pre-
dominant factors in the price decline. .

Let me add that since June the trend of prices for fed cattle has .
again been upward. In other words, the maximuin price decline for
cattle was in prime cattle of which the imports of Canadian cattle
were least. Of the imports from Canada, 80 percent of the slaughter
cattle during this period were of medium grade, in which the price
decline was least. In other words, the price decline was, mainly
due to abnormal domestic marketing induced by the higher prices in
1935. :

Senator CLark. Aad if I understand you correctly, the drop was
in proportion to the increase in domestic slaughtering rather than in
the imports?

Mr. Sayre. Yes; that is true.

Senator VANDENBERG. The domestic producers disagree with you
in respect to that? ‘

Mr. Sayre. I do not think one can say so. I discussed the matter
with a number of cattle people out in Kansas City and one very promi-
nent man out there at first was inclined to disagree with me. But as
the months went by and as the results became more and more apparent
he finally wrote me that he had changed his opinion and that what I
had said was correct.

1 really think it is the truth, sir. o L

Senator CappeR. But there were many complaints out there abo v -
8 year ago that the market had been adversely affected.
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Mr. Savre. Yes; quite.

Senator Carper. What is the total number of cattle, under the
Canadian agreement?

Mr. Sayre. The number fixed by the quota is 156,000 head.

Senator Capper. That number can come in at any time?

Mr. SaYrE. At any time during the year. Many people said that
we were going to flood the American market, that the Canadians would
rush in their cattle at the very beginning of the year to get ahead of
the Mexicans. That did not take place. As a matter of fact, the
greater part of the quota was filled during the first 6 months of the
agreement. The quota was not completely filled, I believe, until
November. Most of the quota cattle, however, came in during the
first half of the year, but not in such proportions ag seriously to depress
cattle prices.

Senator Capper. Would it not be to the advantage of the producers
if those cattle could be distributed by months?

Mr. Sayre. Distributed by months?

Senator Carper. Yes. .

Mr. Sayre. That was suggested. We studied that possibility when
we were negotiating the trade agrecement. We decided after discus-
sing the matter pro and con, not to impose such a restriction for
various reasons. One of the reasons was that the Treasury Depart-
ment felt that monthly quotas would be very difficult to administer
and to enforce. Anotger reason was that to impose monthly restric-
tions would make the concession of less value to Canada and hence
of less bargaining valuo for ourselves.

We wanted to regiment Canadian marketing only so far as was
necessary to prevent injury to our own producers. We decided not
to impose such monthly limitations; and I think the results have
justified our decision.

Senator Carper. It makes it possible, and I think it has happened,
for dumping on the market and it affects the market adverscly.

© Mr. Saygu. I think not anything comparable with the flooding
of the market with domestic cattle. In other words, the price situa-
tion was due to our own farmers rushing their fed cattle onto the
market, because you see in the preceding year there was an over
supply of fed cattle and these were dumped on the market during
the first balf of 1936. 'The result was depressed prices. On the other
hand, there is, I believe, always a seasonal decline during the first 6
months, and then a recovery. That has occurred this year.

Senator Vanpensera. Dr. Sayre, I would like to ask you just one
question about this most-favored-nation business.

Mr. Sayre. Yes; I wanted to come back to that.

Senator VAnpENBERG. I would like to know what the editors of
the London Economist mean when they say:

It is fully possible that Great Britain has already gained more from the con-
cessions inade by the United States and her treaties with other countries than
could be obtained in a direct Anglo-American treaty.

Whal, do they mean?

Mr. Sayre. I think they probably refer to such matters as the
concession on spirits which was given in the Canadian trade agree-
ment, and whicﬁ inured to the advantage of British sellers of spirits.
What more they mean I do not know. I certainly think it is an untrue
staternent. I would like to reply to it. Co
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Senator VAnpENBERG. Would we get any compensation for that
advantage to the British distillers? ‘

Mr. Sayre. I think we distinctly would, and have.

Senator VANDENBERG. From Great Britain?

Mr. Savre. Yes: from Great Britain, We secured most-favored-
nation treatment from Great Britain, which means a lot to us.

Senator VaNpENBERG. During the first 11 months of 1936 our ex-
ports to England went up 2 percent and out imports went up 24
percent. I was wondering if tgat had any bearing on the conclusion
of the London Economist’s editors that they were getting along
pretty well without making any bargain with us.

Mr. Sayre. I do not know. I do not pretend to fathom what was
in the mind of that writer. But 1 can reply to what he said and
be glad to do so, if you desire to have me.

Senator VANDENBERG. 1 am just challenged by the fact that a
rather authoritative London publication should assert that Great
Britain’s bargains with other countries had already been of such
great advantage there really was nothing left to bargain for.

Mr. Savne., That reflects a current notion which has become wide-
spread over the United States, namely, that the mcst-favored-nation
policy means giving something for nothing. Many have said just
that. I would like to show that that is quite untrue. I would like,
if 1 may, with your permission to show exactly what we do get under
the most-favored-nation policy and why we follow that policy, I
think that this will constitute the best answer to your question,

Senator VANpENBERG. Would you show me some advantage that
“ie get from Great Britain as a result of our most-favored-nation
clause. :

Mr. Savre. Yes; from Great Britain as well as {rom other coun-
tries.

Senator VANDENBERG. Let us talk about Great Britain.

Mr. SayrE. 1 cannot talk of Great Britain alone, because interna-
tional trade is in its very nature triangular. A correct picture of
international trade cannot be gained from considering merely the
flow of trado between a given pair of countries, a large part of inter-
national trade is in its very nature multiangular. For instance, we
sell to Great Britain ordinarily far more than we buy from Great
Britain., We sell to European countries generally far more than we
buy from European countries,

%’Ve, in turn, buy from most Latin-American and tropical countries
more than we sell to them. There is a constant triangularity of flow,
and the moment you cut off that triangularity of flow you strangle
trade. Triangularity of flow is dependent upon golicies of equality
and non-diserimination, Inasmuch as the United States is dependent
upon large European markets for the sale of a very substantial portion
of its agricultural products, therefore, and inasmuch as we buy from
most Buropean countries considerably less than we sell to them, any
policy based upon the effort to equalize exports and imports between
each two countries must hurt the United States irretrievably,

Let me answer the ((iluestion you put, because I think it is a very
real one. Why should the United States follow this most-favored-
nation policy? Are wo not losing by it moro than we gain? Isit not
& policy of giving away something for nothing? . T

'
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Senator VANDENBERG. My question is related to o specific exhibit at
the moment, Dr. Sayre.

My, Sayre. If I may be permitted I would like to answer it, and then
come back to Great Britain. I do not think the British situation could
be understood except aguinst the general background.

Senator VANpENBERG. How long will it take, Dir. Sayre?

Mr. Sayre. 1t will take about 5 minutes.

Senator VANDENBERG. All right. I will try and remember my ques-
tion.

Mr. Sayre. Write it down or have the steénographer repeat it,
because I do not want to fail to answer it. 1 went to come back to it.

Why do we follow the most-favored-nation policy? I think we
must recognize that the only other course open would be a policy of
dealing in exclusive frade preferences. Under such a policy, the
United States would give to ench country an exclusive trade preference
in return for gaining an exclusive trade preference from it. Now,
that is o very plausible kind of & policy. It will readily win the
approval of superficial observers, since 1t has many apparent ad-
vantages. The United States, under such a policy, would give
exclusive advantages in return for exclusive advantages. In other
words, reductions 1n duty by each country——

Senator VANDENBERG (interposing). Does that apply to Mr. Peck as
a superficial observer?

Mr. Sayre. I make no reference to Mr. Peek.

In other words, reductions in duty by each country would apply
only to products of the other, like products of third countries being
subject to higher rates. Thereby we would seem to afford protection
to domestic producers against competing imports from other nations,
to secure American exporters against competition in the markets of
the other couniry from exporters in third countries, and at the same
time to increase the inducement to other nations to make concessions
to us in return for securing for their exports corresponding advantages
in our markets. We would trade special privilege for special privilege;
and thus it might be supposed we could bargain away the foreign
trade barriers which hamper the free flow of American exports. It
sounds good.

The alternative is a policy of equality of treatment, or as it is often
called, most-favored-nation treatment, under which concessions given
to one nation are extended to all nations alike, without discrimina-
tion, 8o long as they on their side abstain from diserimination,

Now, why is the policy of trading in exclusive preferences dis-
advantageous from the viewpoint of American interests? There are
a number of reasons. In the first place one must remember this,
that it is impossible to give an exclusive proference to one country
without diseriminating against every other country. In other words,
an exclusive preference constitutes in its very essence discrimination.

Senator VanpenBrra. That is correct.

Mr. Sayee. Yousay thatis correct?

Senator VANDENBERG. Yes.

Mr. Sayre. I do not think one can escape it.

Senator VANDENBERG. It is also reciprocal.

Mr. Sayre. Yes; but the result is that once you follow that policy
of dealing in exclusive preferences it means you invite retalintion from
other countries. 1In other words, if you set up exclusive preferences
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and hence discriminations against other countries, they will surely
retaliate by setting up discriminations against you. Surely there is no
escape from that.. So the result of following a policy of trading in
exclusive preferences is a rising tide of discriminations, and a rising
tide of trade barriers—the very opposite of the objective which we
are trying to accomplish by our trade-agreement program.

Senator Baiey, Can you not get around that by making more
agreements? For exampf;, if they retaliate against you you can say,
‘“Here is a proposition we do not like, and now we are maﬂing another
agreement with you”?

Mry. Sayre. That means you .are never safe. You may make a
trade agreement, and the very next day the country may undercut
what you have gained in the trade agreement by granting a still lower
rate to a third country. 1t may be that all you have given in the
trade agreement is given tor nothing. Here is an example: We
made a trade agreement with Belgium, under which Belgivm cut the
duty on sutomobiles from something like 10,000 francs to 6,000 francs.
In that Belgian agreement we inserted the most-favored-nation pro-
vision. Seventeen days later Belgium made a trade agreement with
France, and gave to France a rate of 4,000 francs. Now, had we not
had that most-favored provision in the Belgian agreement it would
have meant that the French automobile exporters could have cleaned
out the Belgian market as against the American automobile exporters.
In other words, the only way we got protection for the American
automobile exporter was by writing into our agreement a most-favored-
nation provision to the effect that if any subsequent concessions should
be given by Belgium to third countries, the United States should enjoy
the benefit of such concessions. 1t was by virtue of the most-favored-
nation provision that American automobile exporters got the benefit
of that 4,000-franc rate. ‘

Senator BaiLey. That is only an agreement with Belgium not to
cut their rates?

Mr. Sayre. No. The agreement with Belgium was that if it
should give concessions to any other country with respect to any
commodity, the United States should enjoy the benefit not only of
those concessions, which it had already given, but also of those which

it might give in the future.

Senator BamLry., Yes; but those were with Belgium. The criticism
on the trade agreement is not necessarily Belgium, but as applying
to other countries.

Mr. Sayre. Yes.

Senator BaiLey. In other words, if you give a favored rate to Bel-
gium you have to give it to other countries.

Mr, Sayre. Yes.

Senator BamLey, That is what I am afraid of. That was in the
example that you gave us to whether we want to give rates to any
other country, But that is another question. There are other
questions here entirely aside from going into the rate you will agree
to give to some other country,

Mr. Sayre. Yes; but if we are not protected by the promise of
most-favored-nation treatment, namely a promise of nondiscrimina-
tion against American products, American exporters will lose their
security. S

Senator BamLpy. That sort of thing is another matter. = . . '~
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Mr. SAYRE. Yes.

Senator BaiLry. It is one spot of it, but it is not all of it.

Mr. SaYrE. Let me come back to that when I finish answering
Senator Vandenberg.

1 said there were 2 number of good reasons why trading in exclusive
preferences would not work. I said the first reason was that it would
mvite retsliatory action, it would mean rising trade barriers, and it
would bring about the very thing which we are out to prevent.

. A second reason against trading in exclusive preferences is that it
would result in what might be called economic instability. What I
mean is that American exporters, when they gained a concession in a
trade agreement, would never know but that that concession might
be undercut, undermined by new and greater concessions given to
other countries by the trade-agreement country, and thus they might
be robbed of the advantages which they thought they were getting
and which we paid for in the trade agreement. In other words, there
would be no stability. Every trade agreement would be subject to
being undermined by future trade agreements. You would have to
renegotiate and give fresh concessions by one trade agreement after
another continuously with constant instability. And business must
have stability if it is to function profitably.

Senator VANDENBERG. It needs some stability in international ex-
change incidentally, does it not? ‘

Mr. SAYRE. Yes; that is one of the factors making for instability,
one of the problems we are anxious to alleviate insofar as possible,
All factors which make for instability, and they are innumerable, must
be minimized just so far as it is possible by our program, if we are to
seek more stable conditions,

Senator VaNpENBERG. Your discussion is terribly interesting, but
I do not see how it bears upon the question I asked yomu.

Mr. Sayre. The advantages to the United States of following the
most-favored-nation policy have a distinet bearing upon the question
which you asked. There are other ways in which the policy works
to the advantage of the United States. :

If we follow the policy of giving and receiving exclusive proferences
soonet or later it is going to mean regimentation of foreign trade.
You cannot follow that policy without sooner or later regulating the
amount of exports or imports in given commodities. - In other words,
you are going to be forced sooner or later into a system of selective
imports and exports, And that means a straight jacketing and.
regimentation of foreign trade. Germany is a country, for instance,
which followod that policy. At first it seems as if you could trade in

references without trade regimentation. But sooner or later if you
ollow such a policy you get into a position where you are forced to
increase your regimentation. And you end up with a degree of regi-
mentation which to my mind is thoroughly inconsistent with Awmerican
beliefs and American traditions. In other words, if you are going to
avoid regimentation both of the import and export {usiness I think
you have got to keep clear of exclusive preferences and follow instead
the most-favored-nation policy. - S

Senator ConnarLy. May I ask a question here? . o T
f‘ M}f Sayre. I will come back to your question if you will let me
inish.

Senator ConnarLy. Ijust wanted to geb my request on the record,
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Mr. Sayre. A fourth reason why the United States cannot afford
to adopt a policy of trading in exclusive preferences is that today,
as has already been brought out, we are bound by a great many
treaties or executive agreements, insuring most-favored-nation pro-
tection to each side. If we abandon our policy of most-favored-nation
treatment it means we must abandon the protection which American
commerce today enjoys against discrimination in some 50 different
countries.

1 don’t want to weary you by going into gpecific details; but once
}fou take away that protection, American business is going to suffer.

t will become subject to unending discriminations, and discrimina-
tions are what we are fighting against all of the time, and what strike
untold hurt and injury to every exporter.

A fifth reason why it would be ruinous for the United States to
follow the policy of trading in exclusive preferences is this: As | was
suggesting a short time ago, most of the trade of the world is triangular
or polyangular. Thatis particularly true of American trade. America
sells great quantities of commodities to European markets, sells far
more than 1t can buy of European manufactured goods in return.
Again, the United States buys from Latin-American countries, exclu-
sive of the Argentine, far more than it sells to them.

We import immense amounts of coffee, bananas and other tropical
products which we do not produce here. If you do anything to cut
across that triangular flow of trade, it means you are going to reduce
American export markets, particularly in Europe, where we sell more
than we buy. If you follow a policy of discrimination, sooner or later
that leads to what is known as bilateral balancing, that is seeking to
equalize exports to and imports from each separate country. As you
know, Germany is seeking to equalize its exports and imports with
each country. And largely as a result of that policy Germany today
has not the money to %\1y the American cotton that she wants and
needs. Bilateral balancing leads to the strangulation of international
trade. Once the United States adopts that policy and thereby invites
other nations to practice it against ourselves, we will surely lose many
of the foreign markets upon which our agriculture and our industry
are vitally dependent. In other words, a policy of dealing in exclusive
preferonces and leads sooner or lator to bilateral balancing; and this
mevitably means the loss of valuable and vitally necessary American
export markets, .

Now, let me say before I come to your specific question that this
most-favored-nation policy is not in any sense a policy of the Demo-
cratic party alone. It is a Republican policy as much as a Demo-
cratic policy. I have before me Mr. Ioover’s veto of a bill in 1932,
in which he says [reading]: - .

My fourth objection to the bill lies in the further request that T should negotiate
with foreign governments reciprocal trade agreements under a policy of mutual
tariff concessions, This proposal is in direct conflict with other proposals ‘“‘to
eliminate discriminatory taritfs; prevent economic wars; and promote fair, equal
and friendly trade,” all of which latter are desirable. N

A firmly established principle of the American tariff policy is the uniform and
equal treatment of all nations without preferences, concessions, or _discrimina-
tions (with the sole exception of certain concessions to Cuba). No reform is
required in the United States in the matter, but we should have at once abandoned
this principle when we enter upon reciprocal concessions with any other nation.

That is at once unequal treatment to all other governments not parties thergto;
That is the very breeding ground for trade wars, This type of preferential tariff
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agreement which exists abroad today is one of the primary causes of trade wars
between other countries at the present moment.

"~ Tt has been the polioy of our Government for many years to advance most-
favored-nation treaties with a view to extinguishing these very processes, prefer-
ences, and trade frictions and to secure equal treatment to us by the other nations
in all their tariff and economic arrangements, We have such treaties or Executive
agreements with 31 nations. If we adopted this complete reversal of policy and
now negotiated reciprocal tariff agrecements, we should either under our most-
favored-nation obligations nced to extend these rights to all nations having such
treaties with us, or to denounce such treaties. .

Then he goes on to say [continues reading]:

The struggle for special privileges by reciprocal agreements abroad has pro-
duced not only trade wars but has become the basis of political concessions and
alliances which lead to international entanglements of the first order. These
very processes are adding instability to the world today, and I am unwilling to
enter upon any course which would result in the United States being involved in
such complexities and such entanglements.

Also, T should like to quote from the platform of the Republican
Party its declaration of allegiance to the most-favored-nation policy.
Senator VaAnDENBERG. It does not make much difference unless it
is quite a long ways back. '
- Mr. Savyre. I will insert it in the record, but it declares very
unequivocally for the most-favored-nation policy.

This is what the Republican Party in its platform of 1932 declared
[reading):

The historic American policy known as the most-favored-nation principle has
been our guiding program, and we believe that policy to be the only one consistent
with a full development of international trade, the only one suitable for a country
having as wide and diverse a commerce as America, and thq one most a]:;)ropriate
for us in view of the great varicty of our industrial, agricultural, and mineral
products, and the traditions of our people. Any other plan involves bargaing
and partnerships with other nations and as a permanent policy is unsuited to
America’s position.

Senator VaAgpenBERG. I do not see what in the world this has to
do with the question I asked you.

Mr. SavrE. You asked me what do we gain from Great Britain by
extending to her the benefit of Canadian concessions under our most-
favored-nation poliey. Great Britain is one of our most important
export markets,

Once we begin entering upon a series of discriminations against
Great Britain, we must abandon hope of increasing our export msr-
kets there, if indeed we can succeed in retaining the markets we already
have. We are dependent upon selling to Great Britain more than we
buy from her. Ordinarily we sel! considerably larger quantities of
goods, both agricultural and industrial, to European countries than
we buy from them. The moment we abandon the most-favored-nation
policy, whi~h wn.0ans the policy of equality of treatment-—the moment
we adopt in its place a policy of discriminations, which Mr, Hoover
says leads io vorld instability, we are endangering European and other
markets which are vital to us and are inviting discriminations against
ourselves by every nation of the world. Nothin.g could be more
suicidal from the viewpoint of American industry than that.

Senator VanpensERG. I am simply inquiring about the facts.

Mr. Sayre. Yes. . . ‘

Senator VanprNBERG. As asserted by the London Economist, and
I am just wondering if that is so. .
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Mr. Sayre. As to the London Economist, whoever wrote that lost
sight of these things that I am saying.

If we should abandon the most-favored-nation policy toward Greut
Britain we would lose dollars and cents by encouraging and inviting:
diseriminatory practices by Great Britain against American trade.-
That would cost us dearly. .

Senator VANDENBERG, I am not raising the question of how we
ought to deal with Great Britain. I am eimply trying to find out if
it 1s true, as the editor of the London Economist says, quoting again
[reading]:

It is fully possible that Great Britain has already gained more from the con-
cessions made by the United States and her treaties with other countries than:
could be obtained in a direct Anglo-American treaty,

Do you believe that is possible?

Mr. Sayre. 1 do not believe it is possible. Tt depends, of course,
upon what kind of an Anglo-American trade agreement the writer had
in mind. If it was simply a trade agreement covering nothing very
real, simply a make-believe, such a statement might seem possible.
I do not believe for a moment it is possible if you are talking about a
trade agreement that covers real and substantial concessions. Great
Britain-has not gotten very much so far in the way of specific trade
concessions from our trade-agreement policy. She has gotten some
concessions of value, but on the other hand, we have gotten conces-
sions of value from Great Britain under the most-favored-nation
policy. She is refraining from discriminations against our trade, and
she is giving us the benefit of such concessions as she makes to other
countries. :

Senator VANDENBERG. Is it fair to ask whether neutrality is in--
volved in our negotiations with Great Britain respecting trace?

Mr. Sayre. I think it is fair to ask, but I do not think I am able
to answer. Neutrality is s matter which lies outside of trade agree-
ments. I do not feel that I have sufficient knowledge to answer your
question with a yes or no. I think the answer depends upon a great
multiplicity of factors, some of which nobody Enows yet. It all
depends upon what evolves. :

Senator VanpENBERG. I was wondering if the current reports were
true that Great Britain had practically notified us that except she
could be assured of the continuity of trade in time of war she would
not be interested in any agreement. :

Mr. Sayre. No such notification has come to my attention, sir.
All T can answer is as of my own personal knowledge, :

Senator CoNNALLY. As soun as the Senator from Michigan wears
down I would like to ask you a question.

Senator VANDENBERG. In defense of the secretary, 1 should like-
to say that for the last 20 minutes he has been answering a question
that I asked before you came in, B

The CrairmaN. Dr. Sayre, Senator Connelly desires to ask you-
2 question, :

Senator ConNarLy. The theory of these agreements is going to be
reciprocal? That is what we call them? -

r. Sayre. Yes, Senator Connelly; in other words, we secure con-
cessions in return for those which we give.

Senator ConwaLLy. Is it not a fact whenever you introduce the
most-favored-nation doctrine you do not get anything in exchange
from all the other countries?
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Mr. Sayre. We certainly do.

Senator Connarry. How? .

Mr. Savre. Let me explain. We might negotiate trade agreements
on the basis of giving and receiving exclusive preferences rathor than
on the basis of the most-favored-nation policy.

Senator ConnaLLy. Is not that what England is talking about now,
and it is & manufacturing country and ships exports out of the country
to other countries? : B

© Mr. Sayre. She buys a lot of our raw materials,

Senator Connarny. Exactly, but she sits back as soon as she makes
an agreement with another country and says: “We will just sit still
and let this fall in our laps.”

Mr. Sayre. No, sir; for two reasons.

Senator ConnaLLy, One good reason is enough,’ s

Mr. Sayre, I will give you one good reason. Before you came in
I was explaining that 1n negotiating trade agreements under the most-
favored-nation policy we follow the policy, must necessarily follow it,
of restricting our concessions to commodities of which the agreement
«country is the chief or a principal source of supply. The negotiators
in studying the commodities which comprise the trade between the
United States and the country under consideration bear this policy
always in mind in determining what concessions can be made. Cer-
tain commodities are thrown out of the list as coming primarily from
other countries,

Now, a question was asked as to what was going to happen if trade
channels change so that some third country comes to enjoy the chief
benefit of a trade-agreement concession. To meet that very point, we
are providing in our trade agreements an escape clause to the effect
that if this should come about we are then at liberty to modify or
withdraw the concession. So, one answer to your question is that by
confining our negotiations to commodities of which the other country
is the chief or a leading source of supply, we avoid the danger of
which you speak.

~ Before that you asked me the question, does not the most-favored-
nation policy mean fiving away something for nothing? By no means.
We agree to accord to other nations most-favored-nation treatment
ouly in return for an agreement that we will receive most-favored-
nation treatment from them. In other words, we receive in return a
promise that every reduction which such a country has made in the
past or may make in the future in its agreements with other countries
shall inure to the advantage of American trade; and, those advantages
measured in dollars and cents are very real, believe me. .

1 suppose not a day passes that complaints do not come into the
State Bepa,rtment from American producers saying ‘“‘over there in
such and such a country we are getting a raw deal”, and the very first
thing we have to do is to determine whether or not there has been dis-
crimination. If discrimination has been shown we go at that foreign
country and hammer at them, doing everything possible to remove
the discrimination—in very raany cases with favorable results. With
Australia we were not ablo to hammer the thing out to prevent dis-
crimination, and so we said to Australia ‘“We cannot generalize to
you’’; the same is true with Germany. In other words, this m -
favored-nation policy forms a lever to force forcign countries to ijuit

¢

digcriminations against American commerce,



EXTENDING RECIPROCAL TRADE AGREEMENT ACT 107

Senator ConnaLLY, Do you not think the very term “most-favored-
nation”’ involves discrimination itself? You are naturally going to
favor one over another.

Mr. Sayre. Under most-favored-nation agreements, each party

agrees to give to the other the same commercial treatment as that

accorded to the most-favored nation,

Senator ConnaLLy. That is a fact? :

Mr. Sayre. Nevertheless, no nation is bound under this policy to
extend concessions to other nations which discriminate against it.
That exception is well recognized in international law. ‘

Senator ConnaLLy. Yes, .

Senator BarLey. Does Great Britain follow the most-favored-
nation clause? .

Mr. Savre. As I was saying & moment ago, in the main it does.

Senator BarLey, Does it with us, now? :

-+ Mr. Sayre. Yes.

Senator BarLey. Do we have the same treatment that Canada
and Australia does?

Mr. Sayre. Possibly what you have in mind is that the British
Empire, as you know, contamms a number of dominions, such as
Canada, New Zealand, Australia, and South Africa. When the
British Empire agreed to give us most-favored-nation treatment, it
was understood that Canada would not be considered a foreign coun-
try so far as Great Britain was concerned, In other words, no
foreign nation would claim that it is being discriminated against by
the United States merely because goods can be brought, let us say,
into New York from another American State without the payment
of any duty. :

Senator %AILEY. But it has been held by the Treasury that Canada
is separate from Great Britain. :

r. Savre. With respect to certain matters.

Senator BiLey. We send our Minister there, for example.

Mr. Sayre. Yes, sir.

Senator BaiLry. And they have a different one here from Great
Britain?

Mr. Sayre. Yes, sir.

S Senator BaiLey. That is entirely different from an American
tate.

Mr, SAYRE. Yes; that is true. In certain respects they are sep-~
arate entities, but in other respects they are not. The analogy is
different as to trade agreements. i '

Senator BaiLev. We propose with respect to Great Britain to
overlook the fact of those important nations which are member
n_ati;ilo‘xfls, and we will not get on a parity with those members, is that
right .

Mr. Sayre, Let me put it this way: You are probably referring to
the Ottawsa Conferencé of 1932, when the United Kingdom entered
into agreements with the separate dominions, giving and receiving
separato and preferential treatment as between each other. Those
agreements aro on a preferential basis. Because they are on a prefer-
ential basis we are finding it exceedingly difficult when we come to
negotiations with the United Kingdom or the dominions.

We shall have to reckon with those Ottawa agreements. It may
be that there will be a square head-on collision. '

o P I Al T AeleES L
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It may be that we will have to insist on a modification of those
Ottawa agreements if we are going to have trade agreements with
the United Kingdom or the dominions.

That I do not know.

. Senator BaiLry. Suppose you do not do that?

Mr. SayRE. Suppose we do not do what?

Senator BaiLey, Have you not put the United Kingdom in an
advantageous position with respect to Australia and Canada as
compared to the United States?

Mr. SAYRE. No more so than we are with respect to Cuba. The
United States has a preferential agreement with Cuba now which is
not based upon our general policy, as our general policy is the most-
favored-nation policy.

In the same way the United Kingdom has preferential agreements
with some of its dominions. Those constitute a departure from the
out and out most-favored-nation treatment if you regard those dc=
minions as foreign countries.

Senator BarLey. I do not like to ask you, but suppuse we make an
agreement with Canada under the most-favored-nation clause, the

nited Kingdom would get the benefit of that, but if England makes.
one with Canada we do not get the benefit of that? Is that the fact?

Mr. Savyre. The fact is that when we make the trade agreement
with Canada we negotiated for and got the most-favored treatment
%{mnted to any foreign nation. That did not prevent the United

ingdom from gettinﬁ rates preferential to ours.

Ser.ator Bamwey. That is because you regard the United Kingdom
as a foreign nation? :

Mr. Sayre. That is one of the factors which I had in mind when I
said that we will have to take into very serious reckoning the Ottawa
agreements when we come to negotiate, if we do negotiate with
Great Britain.

Senator BaiLey, Let me ask you another thing; we go into this
thing under this new act for 3 years?

Mr. Sayre. Yes. ’

Senator BaiLey. Have you any escape clause if you should discover
that we have made a very bad mistake and the imports were coming
into this country——

Mr. Sayre. We have an escape clause which has reference to im-
ports coming in from third countries greater than those from the
country with which we make the trade agreement. That is the kind
of an escape clause we have adopted. .

Senator BamLey. Is that relative or absolutoe?

Mr. Sayre. Let me read it to you. I am not quite sure just what
you mean by “relative or absolute.” ‘

Senator BaiLey. Relative to the amount other countries might be
exporting. '

Ar. Sayre. It is phrased in rather general language, and I have a
copy here, if I can put my finger on it.. I will read it to you in just a
moment. I am going to read article 14 of our Canadian trade agree-
ment:

The Governent of each country reserves the right to withdraw or modify
the concession granted on any artiele under this agreement or to impose quantis
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tative restrictions on such article if, as the resnlt of the extension of such concession
to th.ed countries—

And 1 think this is the language which is the answer to your
question—— :
such countries obtain the major benefit of such concession, and in consequence
thereof an unduly large increase in imports of such article takes place, provided—

And so forth, and so on.

Senator VaAnDpENBERG. Is that in every trade agreement, Dr. Sayre?

Mr. Savre. It was not in the first ones we made, sir. As we go on
we are trying to improve all the time. I believe 1 am correct in saying
it is in all our later ones.

The CHARMAN. Any other questions?

Senator VanpENBERG, Dr. Sayre, without arguing what value
figures may be in respect of the balance of trade, I wonder if we can
agree on the figures, just so we will have a common text ultimately.

Mr, Sayre. We ave not in such wide disagreement, are we, Senator?

Senator Vanpenserc. Was the balance of trade favorable in 1934
to the extent of $478,000,000?

Mz Sayie. Just let me get the figures—1934? You are talking
about commodities, are you not?

Senator VANDENBERG. Yes.

Mr. Sayue. Yes; $478,000,000 in 1934.

Senator VaANDENBERG. And in 1935 was it approximately $235,-
000,000 favorable? .

Mr. Sayre. Yes. In 1933 it was $225,000,000.

Senator VANDENBERG. In 1936———

Mr. Sayre. It dropped to $34,000,000.

Senator VANDENBERG. Is that the lowest point in 40 years or so?

Mr. Savrr. I do not know how many years, sir. 1 have the years
here from 1919 on. The figure varies very materinlly. In 1919 it
was over $4,000,000,000, and it has varied very much from year to

ear. It goes up and down. So far as I know, this 1936 figure is the
owest it has been, certainly since 1919, and I think for a good many
years before, probably. ‘

Senator Vanpensere. And would it be fair to say, if you included
gilver imports as a commeodity, it would wipe out the 1936 balance
entirely?

Mr. Sayre. I do not think it is fair to include either silver or golds

Senator Vanpeneera. I say, if you did. . :

Mr. Savre. If you did, 1 would want to look up the figures on silver
imports, )

Senator VANDENBERG. You can put that in the record, Dr. Suyre,
I don’t want to detuin you on that account.

Mr. Sayre. 1 will be glad to, sir.

Senator VanprnserG. All right.

125008 - #Teept, 1me8
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(The matter referred to follows:)

United States imports of silver, 1932-36
[In thousands of ounces and dollars]

Ore and base Bullion, refined
bullion o g{'ﬁgg Forolgn | mpoqq)
coin
(@ORlarsy | (@ollnce) | (A01115)

Ounces | Dollars | Ounces | Dollars

24,426 6,776 | 34,877 0, 083 1,772 1,119 | - 10,650

21, 361 6,508 | 141,050 50, 134 1,008 2,676 60, 2256
34, éd&i :l;g, gg 141, 746 69, 025 759 17,129 102,725

47,204 . 474001 | 803,172 | 1,418 | 10,683 | 354,631
42,662 | 10,574 | 194746 | - 90,064 340 | 62,087 | 1sZ81¢

Som:ce: Preliminary release of Jan, 13, 1937, by Division of Forelgn Trade Statistics, Bureau of Forelgn
and Dormestic Commerce, U. 8. Dapartmont of Commerce.

- Mr, Sayre. I do want to say, however, that this export and import
balance is only one part of the picture concerniny our balance of
international payments, as you know, of course, Seator,

Senator VANDENBERG. Yes.

Mr, 3ayre. There are shipping and freight services to bo con-
sidered, tourists’ expenditures 1o be considered, immigrants’ romit-
tances to be considered, interest and dividends, payments on debts,
and so forth, all to be considered. Of course, international accounts
must be brought into balance, and the chief interest in commodity
balances is their effect upon the size of these other balances. Since
the international accounts must be brought into balance, if you have
an exceedingly large commodity balance, or excess of exports over
imports, then you must have a correspondingly smaller balance of
payments of other kinds or you must have corresponding gold ship-
ments into the country. Inecreased gold shipments may not be a good
thing because of its draining European countries of gold needed for
the maintenance of currencies abroad, and thus weakening the cur-
rencies of some of our debtor countries. : ‘

In other words, when we talk about balance of international pay-
ments, the balance as between commodity exports and imports is
only one part of the story. What is of the Kighest importance is that
e should materially increase both our exports and our imports.

Whether our exports exceed imports, or imports exceed exports, let
me add, does not depend primarily on trade agreements. The trade
agreements have hac{, so far as I can see, no direct effect upon this
balance of which you speak; that is, the factors affecting the relation-
ship between the volume of exports and the volume of imports are
multitudinous and various,

Senator VANDENBERG. I said we would not argue the fact; we are
just trying to get figures.

Mr, Sayre. Yes.

Senator VAnpeNBERG., Would it be equally true to say that from
1934 to date the imports have increased much faster than the exports?

Mr, Sayre. I think it would; yes. Of course, the reasons for that
are multitudinous again. The drought is one great reason for the
importations of necessary feedstufls. Increasing economic activity,
again, is a very important factor. We must have more raw materials
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if we are going to run more factories. Qur imports, as you will see
from a careful study of the break-downs of the figures, are made up
largely of noncompetitive goods—things like rubber, on which the price
has recently risen; tin; bananas; coffee; and various other commodities
which are entirely noncompetitive. So, it is a very erroneous notion,
which I am sure you do not entertain, but which many people do, that
imports are in some way or other evil, Increased imports are often
the sign of increased economic prosperity. The factor that we really
are concerned abont is increased national income.

The Cuamrman. Doctor, in that connection, will you put into the
record the exports and imports of the United States, if that table
shows it, from 1910 up to date?

Mr. Savne. Yes, sir; 1 will be happy to do so.

Senator BamLey. I would rather have that in volume of goods than
money. I do not think our argument is good on money, because the

rices of commodities geneml%y‘have risen 34 percent since 1933.
hat would not reflect the increased trade; that 1s increased price.

Mr. Savne. On the other hand, debts are payable in money and
agricultural producers are dependent upon the payment of their
mortgages and their various other obligations in money.- Now, the
very fact that they have exported or imported more or less cotton,
shall we say, is not nearly as important to them as the money which
they receive for it, the degree to which they are able to-discharge their
indebtedness. ,

Senator Bamwey. That is an entirely different factor from the volume
of imports and exports,

(The matter referred to follows:)

United States exports, including reexportsd, generag imports of merchandise, and
€y

balance of trade, 1910-36
[In millions of dellars}

. Exports Pe] 1 | Bal
including eneral alance of
reexport imports trade

1,800.3 1, 662, 4-303. 4
2,002.5 1, 632,
2,309.2 1,818, +4-581, 1
2,484, 1,792, 091, 4
2,113, 4 789, +324.3

) 554, 1,778. +1,776.1
5,482, 2,391 -3, 09

) 233, 2, 602, +3,281.0
6,149, 1 , 031, 3 +3,117.9

, 020, 4 , 904, 4 +1,016.0
8,228.0 , 378, 5 +2,049. 8
4,435, ,500.1 | 1,075
3,831 , 1127 +719,1
4,167, , 702, 1375 4
4,891, , 610, 08|
4, 909, 4, 226, -+
4,808.7 4, 430, +377.8
4,805. 4 4,184 A

y 198, 4 4,001, -+1,037.0
5,241.0 399, {84

, 843, 4 , 060, +782.3
2,424, , 090, I ;
1,611 , 322,
1, 875, , 449. +225.4
2, 132, 1,685, 77,
2,282.9 2,047, 235, 4
2,453.8 2,410,

Source: Forelgn Commercs and Navigation of the United Btates, Bureau of Forelga and Domestéq Com-
:meroe, U. 8. Department of (Commerce.

3
3
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Annual indezes of changes in quantity of exports of United States merchandise and of
imports for consumption, 1913-36

{1923-25 average==100]
Quantity Quantity
index ex- index ex-
ports of Quantity orts of | Quantity
Year United index im- Year nited | index im-
States porig ! States ports t
merchans merchan.
dise dise
84 66 107 104
) ('g 115 112
?) [ 124 18
D] * 28 s
[ () 132 131
? 108 111
120 81 89 98
118 88 69 K]
90 74 69 86
8¢ 96 74 86
91 99 | 1936 78 106
102 97 || 1936 (11 months). 81 116

+ Based on general Imports for all years through 1933 and on hnports for consumption beginning 1034,
3 Not avsilable,

Bource: Foreign Trade of the United States, 1935, Buresu of Foreign and Domestic Comerce, U, 8
Department of Ceminerce,

Mr. Saynre. You remember you asked me this morning what the
decline was in the volume of world trade and 1 have had that figure
looked up. In the volume of world trade there was a decrease to
about 70 percent of the 1929 total. With respect to United States
trade the volume, that is, the quantum, declined to less than 60 percent
of its 1929 level.

Senator BaiLey. That is compared with the whole world?

Mr, Sayre. The world exports were about 70 percent, and the
United States about 60 percent of the 1929 totals, so there was a very
substantial and mnteriu?decrense in volume as well as in value. One
can easily understand such a decline the moment one begins to look
at the picture of actual international trade, harassed by quota restric-
tions, by exchange control restrictions, by export and import licenso
requirements, by a thousand throtthng devices and practices by
countries all over the world, each seeking substantially to cut down
its imports. Of course, as the imports of one country are the exports
of another country, you get as a result strangulation of world trade.

Senator BarLey, ’i:}mt is the drop. Now, what is the increase?

Mr. Sayre. The increase since 1932? In quantum, you mean? I
do not have the figures. T will be glad to get them, if you like.

Senator BarLey. I would like to see it in the articles covered in these
trade agreements.

Mr. Sayre. I cannot tell you offthand.

Senator BaiLey. I want to sce what the situation has been.

Mr. Sayre. I will be very happy to tell you about that. For
instance, take the Canadian trade agreement; that is one which has
been much discussed. I might just give you the figures on that.
The figures for the first 6 months during which it was in operation
showed a total gain in our exports to Canada of $23,000,000. I am
going to give you round numbers, sir.

Senator BaiLey. Do you have it in detail?
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Mr. Sayre., Yes; I have it in full detail, sir, in the studies already
inserted in the record. The total increase was $23,173,000. The
increase in commodities on which duties were reduced was $15,493,000.
In other words, of the $23,173,000 increase, there was an increase of,
$15,493,000 in commodities on which Canadian duties were reduced.

Again, there was an increase of $5,756,000 in commodities on which,
Canadian duties were bound. There was an increase in commodities
not covered by the agresment of $1,924,000 out of the total of $23,-
173,000.

Senator BaiLey. You are referring to our exports to Canada?

Mr. Savre. Yes; during the first 6 months of the operation of that
agreement.

Senator BarLey. Let us see the other side, the imports.

Mr. Sayre. In the imports, there was a total increase of $29,895,000.
Of that, $12,401,000 was in commodities on which duties were re-
duced. A very important item in connection with that was whisky.
I have a table here before me which shows the break-down of that
total of $20,895,000, and, as T say, $12,401,000 was in commodities on
which duties were reduced. Of that $12,401,000, $4,683,000 per-
tained to whisky, and I have not heard many complaints in this
country about Canadian whisky coming in here.

Again, a fairly substantial item was cattle,

Senator ConNaLLy. How much is that, Dr. Sayre?

Mr, SAYRe. $2,857,000. As I explained, when you were probably
out of the room, we have a very careful quota provision so that not
more than 156,000 head could come in during the year, and we have
been very careful to make an analysis as to whether these Canadian
imports affect cattle prices in this country or not. I think we
have proved to the satisfaction, not only of ourselves but of many
who were critical of the concession, that cattle prices were not ma-
terially affected by Canadian importations, and that the decrease in
cattle prices was due mainly to increased domestic supplies. As you
know, the quota on cattle was less than three-quarters of 1 percent
of our domestic production.

. Senator ConNarLry. How about agricultural exports in the $22,-
000,000 or $23,000,000? Did we get any increase in agricultural
exports?

r. SaYRE. In cattle?

Senator ConNaLLY. Any kind of agriculture.

Mr. Sayre. Yes, sir; very markedly. I will be glad to read them
to you, sir. For instance, on fruits, here are oranges and tangerines,
$297,000; grapefruit, $175,000. Then follow other fruits, of which 1
have (;m list here. I will be glad to put this whole document into the
record.

Senator ConnaLLy, Were those increases?

Mr. Sayre. They were the amounts of increases during 6 months,
the first 6 months of the operation of the agreement, and it goes on
down here for several pages. -

Senator BaiLey. While you have those pages before you, can you
give me the imports of lumber from Canada, the increase? .

Mr. SaYrE. Yes, sir. As you know, there was a quota on lumber.
That quota has not been filled.

nglnatgr TownseEND. Do you have any record showing the imports
of silver? !
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Mr. Sayre. I do not have them here.

Senator Townsenp. Will you furnish that for the record?

Mr. Sayre. Yes, sir; I suppose the Treasury Department will
doubtless have that, and I shall be glad to put it in if it is obtainable.

On lumber—soft woods, I take it, is the one you are interested in—
the importation was $2,449,000. That did not fill the quota, -

"Senator BaiLey. Is that the total or the increase?

Mr. Sayre. The increase for 6 months, in soft woods. On hard-
woods, $276,000. Those are the figures you are interested in.

Senator BarLey. Do you have the figures for c{)ulp?

Mr. Sayre. Which kind? You are interested in newsprint paper,
are you not? Standard newsprint paper, $5,649,000; wood pulp,
mechanically ground, bleached or unbleached, $194,000; sulphite,
bleached, $1,035,000; soda pulp, bleached and unbleached, $76,000;
pulpwoods, $331,000.

I think those are the ones you are interested in, sir.

The CuairmMaN. There is no tariff on pulp?

Mr. Sayre. None. There has not been for years. Of course, many
of the interests of this country are insistent that there should be
none—particularly the newspapers.

The CrarMaN. Do you know about what the price of lumber is
now? Isit up or down?

Mr. Sayre. I cannot answer that offhand.

The CHAairmAN. I can answerit. A few days ago a big lumberman
told me that it is about as high as it has been for a long time.

Mr. Sayre. That is what I thoughy, but I do not know what the
price is now. In fact, the lumber interests looked somewhat askance
at the Candian lumber concession when we first proposed making it;
but I believe they have now generally agreed that the trade agreement

rogram is in the intersst otg the lumber industry. We have a letter
rom Mr. Compton, representing the National Lumber Manufacturers’
Asgsociation, to that effect, and I believe he filed a statement with the
Jommittee on Ways and Means urging the extension of the Trade
Agreements Act. : :

Senator Vanpensera. Dr. Sayre, I would like to see a table sh - v~
ing the increase in our trade with nontreaty countries. - I would like
to see whether or not we are getting along with those that we have no
trade agreements with, ,

Mr. Savre. Yes, sir. I think I can read you just one or two statis-
tics with regard to that which answers your question quite concisely.

Our exports to the 10 countries with which trade agreements were
in force for atleast 6 months prior to December 1936, were 12.3 per-
cent greater during the first 11 months of 1936 than during the same
period of 1935; whereas, our exports to all countries during the sane
period increased by only 8 percent. For the first 11 months of 1936
our exports to Canada showed an increase over the same period of
1935 of almost 17 percent. To Cuba there was an increase of 11
percent; to Sweden, 9 percent; and to Brazil, 11 percent. :

This, you will remember, is compared to the average of all countries
of 8 percent. o : " ‘ R

Now, I have more specific figures here if you are interested, Senator.

Senator VanpenBerG. Those were just the exports? 'How about
the imports? A C
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Mr, Sayre. I am afraid I will have to insert them in the record.
I haven’t the figures here except with regard to specific countries.

Senator VanpENBERG. If you could just make up a little table and
put it in the record showing our total exports and imports with, say, 256
of the leading countries of the world, and then indicate which are
trade-agreement countries and which are not——

Mr. Savre. I will be glad to, Senator.

(The matter referred to follows:)

United States exports to and imports from trade-agreement countries and leading
non~trade-agreement countires, 1935 and 1936

[""housands of dollars]

Exports, including Imports for con-
reexports. sumption

1036 (pre-| 1936 (pre-
1936 llmlngry) 1935 llmim{ry)

Trade-agreement countries with effective date of agreement:
Cuba (Sept. 3, 1034) .. ...
Belgium éMay 1, 1035).
Haltj (June 3, 1035). .
Hweden éAug. 5, 1938)

$60,130 | $07,432 | $111,351 | $120,722
58,304 58,787 30, 384 58,672
3,250 3, 941 1,151 1,846
38,216 43,074 41, 226 48, 168

5 633 0,228 ,
21,636 | 27,028 | 49,081 43,122

127,651 1:&2, 223 - 08,410 77,630

Hondurns (Mar, 2,
Colombin (May 20, 1936).
France and its coloni 1 i
other than Morocco 2 (Juns 15, 1036).
Guatemala (June 15, 1930).........
Niearagun (Oct. 1, 1936)
Finland (Nov. 2, 1936). ., .
Costa Rien (not effective yet).
Leading nou-trade-agreement coun
Argentin:
Australin
British India

British Malaya 3 8,021 | 131,650 167,900
Ceylon.. 1,260 1, 276 , 308 13, 849
Chile. 14,048 13, 741 728 26, 18%
China_.. 38,153 46,810 63,708 3,
rechoslovakia 4, 049 20, 536 2,
12,481 12, 050 3,23 2,871 '
10,474 10,035 8,746 9,913 N
91,681 | 100, 635 78,336 80, 278 ;
5 3,308 3 13, 206

20,815 22,724 65,117 4,
Poru.. . 12, 13, 440 6,733 , 466
Philippine Islands 52,640 60, 351 $6,073 98, 806 5
Poland and Danz: 24, Al 278 9,7 12, |
Spain 41,303 21, 604 19, 292 18, 800

52,800 70,075 3,815 8,028
United Soviet Socially , 74 33, 427 17,7360 21,382 .
United Kingdom 433,300 | 430,900 | 151,727 190, 262 .
Uruguay. ), 227 8, 531 0, 881 11,511
Venezuel 18,585 | 24,079 21,465 26,221

! Notherland colonfes Include Netherland India, Netherland West Indies, and Surinam.
# Fronch colonies, protectorates, etc., include French West Indles, French Guiana, French Indo-China, ‘
French Oceantn, Afgeria and Tunisin, other French Africa other than Moroceo,

8ource: Records of Division of Forelgn Trade Statistics, Buresu of Foreign and Domestic Commerce,
U. 8. Dapartment of Commercs,
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Value of United States trade with countries with which trade agreements were in
effect during all or part of 1936, Data for effective periods of 1936 and corre-
sponding periods of 1935

[Thousands of dolars)

Exports including Imports for con-
reexports sumption

1935 1936 1935 19036

Cuba (12 months ending December)
Belgium (12 months ending Dagember)

Halti (12 months ending Decomber) . ...
Sweden (12 months ending December)
Canada (12 months emlfuf December)
Brazil 312 months ending December) ___
Netherlands and colonies (February through December).
Switzerland (March through December)

80, 139 67,432 | 111,361 120,722
58, ?01 58, 787 39,384 58,672

Honduras (March throu%hbommber) 4,216 b, 234 , 845
Colombig (June through December) 17, 764 28, 763 20, 222
QGuatemals (July through Decotnber 2,317 2,367 2,613
France (July through December) . 74, 181 31,003 38, 221
lermiua (October through Decemn| 620 304 3

Finland (November through December). . 1,867 2,582 2,804

Total, above countries
Percont incroase.......
Total, all countrles (12 mont
Percont increase. ... .......

788,416 | 757, 486 940,717

L 24,

2,463, 487 |2, 038,905 | 2, 421,050
7.5 18.7

Source: Division of Foreign T'rade Statistics, Bureau of Foreign and Domestle Commerce, U, 8, Depart-
ment of Commnerce.

The CHairmaN. Are there any other questions? Are there any
records or anything you wish to submit, Dr. Sayre?

And just furnish the data which the Senators have requested.

Mr. Sayre. Yes, ¢ir.

The Cuarman. If you can sit in, we will be glad to have you, We
are going to start tomorrow morning at 10 o'clock, and Secretary
Wallace will be here. .

(Whereupon, at 4:02 p.m., a recess was taken until Thursday, Feb.
11, 1937, at 10 a. m.)
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ANALYSIS OF CANADIAN-AMERICAN TRADE DURING THE FIRST HALF
YEAR UNDER THE RECIPROCAL AGREEMENT

(This 1s one of a scries; similar analyses of the operation of other trade
agreements will be issued as soon as completed.)

GENERAL SUMMARY

Marked recovery in the trade with Canada, both outgoing and incoming, has
taken place since the Canadian-American agreement came into operation on
January 1, 1986. Canadian imports from the United States during January to
June of (his year were valued at $179,000,000 as compared with $156,000,000
in the first half of 1935, a gain of $23,000,000. The United States imports from
Canada duaring the same period were valued at $160,000,000 as compared with
$130,000,000 last year, a gain of $30,000,000.

Account needs be taken of the fact that a moderate general trade recovery is
in progress in many countries and that various factors other than trade agree-
ments are at work inflnencing the course of each country’s commeree, as a whole
or in particular commodities. Changes in the course of trade between any two
countries should be judged against the background movement of each country's
trade, a8 a whole or with otber countrics, Moreover, it takes time for the com-
mercial possibilities opened up by the reduction of trade barriers to be fully
utilized. Jt is significant, therefore, that the beneficlal stimulus of the Cana-
dian-American agreement has already become apparent. The trade between the
two countries has improved more noticeably since its coming into operation than
the trade of each with the world generally.

Cangdian purchases from the United States showed a greater rclative re-
covery over the tirst half of Inst year, 15 percent, than did Canada’s total im-
ports from all countries other than the United States, which increased 10
pereent, and this tendeney was ceven more marked during the second quarter
under the agreement than in the first, The value of United States imports
from Canada inerensed during the G-month perfod by 23 percent, while Ameri-
can imports from all countries other than those with which trade agreements
were in operation for the full half year rose less than 13 percent. Moréover,
not ouly have both countrvies increased materially their volume of purchases
from each other, but each has come to supply a larger share of the other’s
import. requirements than they had for a number of years past.

CHAKQGNFS IN AGRICULTURAL AND NONAGRICULTURAY, TRADE

From the nature of the economy of the two couniries, agriculinral products
have usually made up a larger proportion of the Canadlan products imported
into this country than of American products imported into Canada. Of the
$30,000,000 increase in United States imports from Canada during the period,
about $7,000,000 was made up of agricultural products, an increase of about
one-quarter over the preceding year. The rise in imports from Canada of
nonagrienltural items was larger in amount, close to $23,000,000, and showed a
rate of gain roughly the same as for agricultural products. Farm products on
swhich duties had been reduced by the United States recorded a larger propor-
tional galo in imports, During the same period there was a reduction in im-

pR—

1The first half of the year is the latest period for which a detalled tabulatlon of the
trade niovement between the two countries {8 available by Individual commoditics, The
detailed analysis is, therefore, presented for that period. However, the figures of total
trade for the third quarter have just become available, making passible the following
general statement for the first 9 monthsg under the agrecement, Canadinn imports from
the Unlited States from January throngh September 19368 amounted to a total of $206,000,-
00, an increase of $33,000,000 over the corresponding months of last year. The United
States record of exports to Canadia corresponds closely to this Canadian record of the
importations from the United States. United States imports from Canadia during the
same perlod amounted to $262,000,000, an increase of $58,000,000 over last year,
Beegusre of the closer comparability between the items in the Canadian statistical
classification and the ftems in the Canadian tariff, upon which were based the concessions
rmmed to the United States in the agreement, Canndfan imgort figures have been used
n this analysis as a measure of the American shipments to that country,

-
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lxz?r‘tis of other Canadian agricultural products, notably feedstuffs of various
nds. .

The increases in Canadian purchases of American agricultural products dur-
ing the first half year under the agreement contributed $4,000,0600. to the rise
in total trade, whereas the much larger and diversified Canadina imports of
American industrial products recorded a gain of $19,000,000. Iowever, the
rate of increase was greater for the total of American agricultural products
purchased by Canada, 18 percent, than for the nonagricultural group, 14 per-
cent. The rate of increased sales in Canada of those American Industrial prod-
ucts on which customs reductions were obtained was approXimately the same a8
for those American farm products for which the import charges had been low-
ered, namely, about one-fourth.

CANADIAN IMPORTS FROM THE UNITED STATES

Those classes of American products, agricultural and industrial, on which
reductions were obtained in import duties or valuations from Canada under
the agreement showed, in general, the most marked recovery in trade during
the first 6 months of its operation, namely, 24 percent, and accounted for
$15,000,000 out of the total increased trade of $23,000,000, “Lhese trade in-
creases were widely distributed among many classes of American producers,
and were most notable in certain fresh fruits and vegetables; cotton and
rayon picce goods and wearing apparel; furniture; periodicals, advertising
pamphlets and printed matier, and various paper products; automotive products,
including tractors: radios, refrigerators, and other clectrical apparatus; electro-
plated ware; a wide range of machinery and iwmplements, agriculiural and
industrial; and in metal products generally.

JAn additional $6,000,000 gnain in trade was made up of commodities on
which previous duty-free admission or low duties into Cauada were bhound.
The products in this category recording notable increases in Canadian pur-
chases from the United States during the first half year were raw cotton,
lemons, rough lumber, undressed furs, low-priced tractors and their parts, and
structural iron and steel. All but the last of these products have been guaran-
teed by Canada continued duty-free entry from the United States for the dura-
tion of the sgreement. Products not directly affected by the agreement, or for
which comparable siatistics are not avallable, accounted for the remaining
$2,000,000 increase, or for less than 10 percent of the total increased Canadian
imports from the United States during the period.

Canadian purchases in this country have been stimulated also by the new
privilege whereby Canadiang returning from abroad may bring back duty free
purchases up to a value of $100 per person. This was established in May
1936 as a result of the undertaking on the subjeci in the agreement with {he
United States. From May to August of this year Canadians returning from
vigits to the United States veported such incidental purchases to sn aggregate
value of $1,200,000. Last year the Canadian import totals included less than
$100,600 as the reported value of purchases by returning Canadian tourists,?
Wearing apparel was the most common class of goods reported as purchased
in the United States by visiting Canadians, accounting for abonut one-half of
the total. Other important classes of purchases were furniture and household
appliances, boots and shoes, tires, and other automobile accessories.

While no quantitative measure is available, American ports and transporta-
tion agencies have been benefiting since January 1936 from the privilege of
being able to handle in transit the products of non-Empire countries shipped to
Canada through the United States on the same terms as if such shipments came
directly into Canadian ports. Ameriean commercial travelers luive also bene-
fited from the privileges provided by the agreement for bringing their samples
in under bond, instead of having to pay full duty without possibility of refund.

UNITED STATES IMPORTS FROM CANADA
The products on which the United States granted duty reductions to Canada

together accounted for 12 million dollars out of the nearly 80 million dollars
increase in American imports from Canada during the first half year under

2 Ameriean residents returning from abroad have long had a simiiar customs privilege;
while no precise flgures as to such ineldental puvchuses are available, estimutes on the
gubject arve presented in the published reports on the international balance of payments
of the United States.
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the agreement. From the nature of the Canadian economy, the gaing were con-
centrated in fewer products than in the case of American products going into
Canada. The notable increases were recorded in imports of whisky, cattle
(weighing 700 pounds or more), softwood lumber, horses, cheddar cheese, cer-
tain fish, maple sugur, seed potatoes, and turnips, In the case of cattle, lamber,
and potatoes, the duty reductions to Canada were limited to specified quanti-
ties. These increased imports were in contrast to declines of half a million
in other reduced items, notably oats unfit for human conswmption, and by
reductions aggreguting 4% million dollars in a group of products on which
the American duties had not been changed, consisting almost entirely of wheat
unfit for human consumption and other grain byproduct feeds, which had becn
imported during 1935 in exceptional quantities because of the drought of the
preceding year.

The commodities on which continued duty-free entry into the United States
was bound by the agreement accounted for an additional $9.0 million import
increase, consisting mostly of standard newsprint paper, various types of wood
pulp, pulpwoods, unmanufactured asbestos, and crude artificial abrasives. The
influence of the hwproving general economic conditions in the United States,
which largely accounted for the increased importations of these duty-free indus-
trial materials from Canada was also seen in the increase by $3.8 million in
American purchases from Canada of refined nickel and its alloys, the duty on
which was unchanged. The influence of the rust injury to our spring wheat
crop and the resulting premiwmn prices in the United States was reflected in
the $9 miliion increased importation of full-Guty wheut, on which no tariff
change had been made.

PRINCIPAL CHANGES IN AMERICAN BALES T0 CANADA

Agricultural products~—Among the products of American agriculture on which

duties or charges were reduced under the agreement that found increased sales
in Canada during the first 6 months, fruits and vegetables were most
prominent. Oranges, on which the duty was waived entirely for the months
of January through April, increased their sales in Canada during the period
by nearly $300,000, Grapefruit imports from the United States, which were
given year-round duty reduction, rose by $174,000, Other fresh fruits on which
duties or valuations were reduced under the agreement found increased sales
to the extent of $247,000, mainly in apples, melons, plums, and cherries. Impor-
tations of lemons from the United States, which werc bonnd free under the
agreement, increased in value during the first half of 1936 by nearly $160,000,
a situation which was largely influenced by the unavailability of lemons from
Italy during that period.
. Among the fresh vegetables, on most of which the Canadian duties were cut
in half to the United States by the agreement and the official advances in
dutiable valuations moderated or removed, the most marked gains in Canadian
imports from the United States duving the first half year were in lettuce,
$224,000; tomatoes, $145,000; and asparagus, $81,000. The other fresh vege-
tables together, including onions and potatoes, accounted for additional increased
sales during the period of nearly $200,000. Dried fruits and nuts, on which
duty reductions of varying degrees were granted, increased their sales in Can-
ada by $171,000. According to American export records, apricots and pecans
were the leading items in this group. Less notable increases'in Canadian food
imports from the United States were recorded by cauned fruits and fruit Juices,
cleaned rice, various pork products, dried eggs, and eggs in the shell,

Among nonagricultural natural products receiving reductions, moderate
increases in Canadian imports were recorded for cut flowers and folliage, and
for certain canned or preserved flsh,

Furs and leather-~Among inedible animal products benefiting under the
agreement, dressed furs showed increased imports into Canada from the United
States during the period of $234,000; and leather in varlous forms, including
shoes, gained $86,000.

Cotton.—Raw colton and linters from the United States, which were assured
against the imposition of any duty, recorded increased sales in Canada from
January to June of about 45,000 bales, with an increased value of $1.9 million,

Teatile products—Sales of American textiles in Canada had fallen off sharply
in recent years, and on many of them only moderate reductions in duty were
obtainable. It is significant, therefore, that sizeable gaius in Cunadian imporis
from the United States were made during the first half year vnder tho agree-
ment in several classes of textile products. Cotton plece goods {rom the United
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States showed increased imports into Canada amounting to $212,000 more than
in the same period of last year. Miscellaneous cotton wearing apparel regis-
tered a gain of an additional $100,000. Fabrics of silk or of silk mixtures showed
increased sales of $75,000. - Wearing apparel and other products of rayon
found a market in Canada to an increased value of $133,000. Smaller gaing
were recorded for oilcloth and other coated or impregnated textile materials,

Forest products and manufacturcs~—Substantial gains in sales to Canada
during the first half of 1036 were recorded by American producers of a broad
range of forest products, including manufactures of wood and of paper, affected
by the agreement. The chief gains were in the manufactured or processed
products, with the prineipal increases, in order of magnitude, shown for peri-
odicals, advertising pamphlets, and printed matter, various paper products,
lumber, and furniture.

Among the partly-manufactured American forest products which showed in-
creased sales in Canada during the first 6 months of 1936, the largest increase,
$298,000, was recorded for rough and partially dressed lumber and timber, con-
sisting principally of Douglas fir, oak, and pine. This group has been assured
continued duty-free entry from the United States by the agreement. Thig total
includes a small proportion of dressed Immber, on which a reduction in duty
wag granted. Other lumber products that had been bound on the Canadian
froe Hst accounted for an additional inereased business of $83,000, mainly oak
staves, telegraph, and telephone poles,

Of manufactured wood products, furniture, on which the Canadian duty had
been reduced to the United States by almost half, made the most notable gain
in sales, $147,000. Other wood manufactures, on which varying duty reductions
were granted, increased their sales by $99,000, including plywood; hardwood
flooring, on which offeial valuations were also reduced; and cooperage stock,
on which the valuations were entirely eliminated.

Importations from the United States of wallboard, building board, and insu-
lating boards, on which the Canadian duties were reduced by about one-third,
increased by $74,000, with smaller inereases on cardboard and bristolboarvd.
Guins in sales to Canadn were made by a wide range of American manufac-
turers of paper and paper products, which received varying duty reductions,
with an increased trade during the first holf year of the agreement by $263,000.
The principal paper products affected were printing paper, photographic paper,
waxed paper, tissue paper, paper bags, and paperboard containers,

Newspapers and periodienls, on which Canada granted the United States
duty-free admission by the agreement, showed a prompt increase in importa-
tions during the first half of the year, amounting to $344,000, A gain of
$162,000 was recorded for advertising pamphlets and printed matter, for which
the duties had been reduced, with a smaller increase for pictorial postcards
and greeting cards. Commercial blank forms, an item of minor importance,
decreased by $90,000,

Iron and steel products—Iron and steel and their products, including ma-
chinery and automotive products, huve long represcented a very large proportion
of our total annual sales to Canada. The majority of the products in this
group were direetly benefited by the trade agreement, either in the form
of duty reductions, which affected most of the gronp, or an assurance that
the existing duties and charges would not be increased. Canadian imports
from the United Siates of iron and steel products affected by the Canadinn-
American trade agreement, including machinery and vehicles, aggregated $42.9
million in the first 6 months of 1936, an increase over ihe corresponding period
of 1935 of $9.2 million. A very broad range of American producers, particularly
of advanced manufactured products, participated in this enlarged volume of
Canadian purchases.

Tn the heavy iron and steel group, structural iron and steel, on which the
existing duty of $3 per ton was bound against increase, made the largest gain,
$255,000. Of the heavy products accorded duty reductions, moderate increases
were recorded for steel rails, and for sheets, plates, and hoops. [mports from
the United States of castings and forgings, on which the duty was also
reduced, decreased by $234,000.

Imports of lighter weight iron and steel products, including hardware, from
the United States, which now benefit by lower rates of duty upon entering
Cannda, increased by $209,000, Steel ball and roller bearings, on which the
dnty was reduced about one-quarter, made the largest gain in this group, in-
creasing $165.000, while less important increases were registered for pipes,
tubes, and fitiings, and for hardware of varfous types.
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Automotive products,—The significant change in the sales to Canada of auto-
motive produects, following the reductions in duties and other changes granted
the United States under the agreement, was the substantial increase in sales
of complete motor vehicles and chassis of American manufacture and of parts
for replacement, each more than offsetting the decline in the sales of engines
and other parts for assembly. Canadian importations from the United States
of complete vehicles and chassis incrensed in value during Jonuary-June 1936
by $2.1 million over the same period of last year. Passenger automobiles and
chassis, which received, under the agreement, the double benefit of lower duties
and the elimination of fixed maximum discouunts, accounted for the principal
share of this gain, registering increased sales of $1.6 million. Trucks and
busses, and chassis for them, which were granted similar benefits, were pur-
chased in increased amounts of $379,000 and $160,000, respectively,

On the other hand, automotive parts, including engines, which have for some
years represented the major part of Canadian purchases of automotive products
from the United Siates, showed a decline during the first half of 1936 by
$250,000. While Canadian import statistics do not separate parts for assembly
from parts for replacement, the brealkdown from the United States records of
exports to Canada shows a decline over last year of $1.2 million, with party
for replacement, including engines, registering an increase of $1,3 million. This
tendency is confirmed by the fact that automotive engines alone, which are
shipped predominantly for assembly, and are separately classificd in the
Canadian trade records, showed u decline in imports of $440,000 over the same
period of last year.

Machinery, agricultural, industrial, and domestio.—In the machinery group,
imports of farm implements and farm machinery, on practically all of which
the duty was cut in half by the agreement and in some cases subsequently
further lowered, accounted for an incrense of $424,000 over the corresponding
first 6 months of last year. Notable gains of $173,000 for agricultural imple-
ments and $116,000 for threshing machinery were recorded, with smaller in-
creases shown for dairying and harvesting machinery,

Industrial machinery sales of which exceed in value by a large margin our
sales of other types of machinery to Canada, increased to that country for
the first 6 months of 1936 by $3,100,000. Typecasting and typesetting ma-
chines were the only types of industrial machinery on which the existing
free-entry status was bound, and here a small increase was recorded. All
other machinery in this category affected by the agreement was granted tariff
reductions ranging from minor decreases to complete elimination of duties,
with special consideration for machinery of a class or kind not made in Canada,
Aimnong these, the most significant trade gains were made in the following
classifications:

Metal-working machinery $492, 000
Textile machinery. 882, 000
Printing machinery. 283, 000
Mining and metallurgical machinery 169, 000
Refrigerating and ice-making machines 129, 000
Paper and pulp-mill machinery. 113, 000
Power shovels 108, 000

The number of electric refrigerators for domestic and store use imported
by Canada from the United States was over three times that of the flrst half
of last year, with an increase in value of $279,000. Smaller {rade gains were
retorded for sewing machines and washing machines.

Canadian imports of office machinery from the United States, which also
recelved duty reductions under the trade agreement, increased by $209,000.
Of this total, adding, caleulating, and bookkeeping machines accounted for
$135,000; dictating machines and cash registers made up the remainder.

Among the other manufactures of iron and steel on which duties were reduced,
the most marked gain was recorded for cooking and heating apparatus, which
inereased $130,000. Other imports in this category showing appreciable in-
creases over last year were steel furniture, precision tools, valves of iron and
steel, and tinplate containers,

Blectrical epparatus—~—Sales of electrical apparatus fo Canada during the
first 6 months of 1936, including radios and parts, increased over the corre-
sponding period of last year by over a rillion dollars. Most types of American
electrical equipment were accorded favorable treatment in the trade agresment,
either throngh reduced duties or elimination of fixed valuations, Among those
benefiting from reduced dutles, the most Important gain was registered in elec-
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. trie motors and parts, which increased $168,000, with smaller increases recorded
for dynamos and generators, batteries, rheostats and controllers, switches and
switchboards, and telegraph and telephone apparatus. Electric light fixtures
and appliances, on which the burdensome tixed valuations were eliminated,
increased by $141,000. Radio apparatus, including tubes, which was granted
a reduction in duty as well as elimination of the fixed discount formerly ap-
plied to receiving sets, accounted for an advance of $415,000. Xmports of spark
plugs and otber ignition apparatus registered a decline of $111,000. '

Other metal products—~Among the nonferrous metals and products receiving
reduced duties from Canada, the most notable gain was made in electro-plated
and gilt ware, which increased $271,000. Next in importance were brass manu-
factures, including brass wire and cloth, for which an advance of $129,000 was
reported. Of the other nonferrous-metal products, less outstunding increases
were recorded for manufactures of copper, tin tubes, and watches and clocks.

Nonmetallic minerals.—Nonmetallic minerals and products that were granted
tariff concessions under the agreement made appreciable gaing in the first half
year over the similar period of 1985. Canadian imports from the United States
of products in thic caegory affected by duty reductions increased $663,000. The
principal products sharing in the increased trade were lubricating olls, $164,-
000; glass bottles, $167,000; and ftire brick, $117,000. Products contributing to
a lesser extent were asbestos brake lining, glass tableware, lamp bulbs, engine
distillute, and axle grease.

Chemical products~—Canndian imports of chemical products from the United
States in the first 6 months of the year increased less markedly, an increase
of $190,000 being recorded for those products on which duties were reduced,
Among the chemical products sharing in the increased trade were compounds
of tetraethyl lead, medicinal and pharmaceutical preparations, liquid fillers
and anticorrosive paints, and compounds of sodium, .

Miscelluncous products—In the miscellancous category, sizeable trade in-
creases were recorded in many important items. Canadian Imports from the
United States of miscellancous products beneflting from lower trade agreement
duties accounted for an advance of $1,324,000 over the total recorded in last
year's comparable perfod. The individual produet making the largest gain was
photographic films, $184,000, while less outstanding increases occurred in bil-
liard tables and other game boards, optical and mathematical instruments, sur-
gical and dental instruments, suitcases, pocketbooks, ete, musical instruments,
and wax, other than paraflin,

PRINCIPAL OHANGES IN CANADIAN SALES TO THE UNITED STATES

Whisky—Of the commodities on which duties into the United States were
reduced under the Canadian-American trade agreement, the largest increase
in imports recorded during the first half year of its operation took place in
whisky. Following the reduction by one-half of the former $5 per gallon duty,
whisky imports from Canada rose from 1.5 million gallons during the first
half of 1935 to 2.9 milllon gallons during the first half of this year, with an
inerense in trade value of over $4.7 million. TLimited as the concession was
to whisky aged not less than 4 years, the inereased importations from Canada,
and from the United Kingdom, served Lo supplement the insufficient domestic¢
supply of aged whisky,

Agricultural products—~Among agricultural products, which, until recent
years, regularly constituted a very important part of American importations
from Canada, the largest increase in imports of commodities covered by the
agreement during the flrst half year were cattle welghing 700 pounds or more.
The duty reduction, from R cents to 2 cents per pound, was limited to three-
quarters of 1 percent of the average annual total number of cattle slaughtered
in the United States during the years 1928-32, or not quite 166.000 head.
Imports rose frovn the very low figure of 50,000 head during the first half of
last year to 113,000 head this year, the value of the increased trade amounting
to $2.9 million. Abeut 70 percent of the animal quota came in during the first
¢ months, and, by the end of September, the quota was announced as practi-
eally exhausted, making possible no further imports under the reduced rate for
the balance of the year. The price in the American markets of middle-grade
steers, into which grade the bulk of the slaughter cattle from Canada fell, held
up better under the heavy domestic marketings this year than did the price
of higher-grade steers, of which the imports sere very light. :

The duty reduction on ealves weighing unden 175 pounds, which was also

_1 cent a pound, was lmited to one quarter of 1 percent of total domesti¢

b
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slaughterings, and here the imports from Canada during the first half of the
year of the agreement amounted to 34,000 head, valned at $480,000. No com-
parable figures for calf imports are available for 1935. By carly August, the
entire quota of 52,000 head had been used up, practienlly all by Canada., For
the balunce of this year, all imports of cattle weighing under 700 pounds are
subject to the payment of the full duties. In the case of dairy cows, on which
the reduction in duty was limited to 20,000 head annually, the imports have
been very small, less than a quarter of the quota having been filled ag late as
September. .

Imports from Canada of horses valued at less thun $150 cach increased by
9,600 heoad during the first half year under the agreement, at an increase in
value of $1.2 million. 'These imports of work stock, used mostly on farms,
came in to supplement domestic production of young stock, which is at a low
level due to the decrease in farm demand during the depression.

Imports of checse tfrom Canada, almost all of which 1s of the cheddar type,
increased during the first six months under the reduced duty by $435,000. Tn
quantity, imports were 3.8 million pounds, as compared with the abnormally
low imports of less thamn one-balf million pounds during the corresponding
pertod of 1935, and with the average half-year imports during 1925-29 of 2.6
million pounds. With recovery of consumer buying power, more cheese was
consnmed In the United States this year, both domesticully prodnced and im-
ported, and at better prices, than in 1935, the price of cheddar checse in July
of this year averaging 27 percent higher than that of a year ago.

In the ense of cream, the only other dairy produet reduced in the Canadian
agreement, the duty reduction was limfted to 1% million gallong a year. Dur-
ing the first half year of the agreoment, only 6,000 gallons entered the United
Stares, crenmn prices in the United States apparently not being attractive to
imports from Canada, even over the reduced duty.

Maple sugar imports from Canada during the first 6 months of 1936 iacreased
by $327,000 over the corresponding period of last year., This was partly offset
by a decline of $132,000 in imports of maple sirup, the duty on which was not
reduced under the agreement,

In the case of potatoes, the reduction in duty, on a seasonal basis, wae con-
fined to certified seed potatoes and limited to a 12-month gnota of 750,000
bushels. During the first 6 months of 1936, Imports of seed potatoes, almost
negligible last year, increased in value by $295,000, associated with the con-
siderably higher domestic potato prices that prevailed in the United States
than during the preceding year. The quota on which the duty reductions was
granted has not, however, been fully utilized, American customs records show-
iug 40 percent of the annual total to have been nsed by the end of September.

Importations from Canada of turnips and rutabagas, on which tho dutics were
reduced, increased during the first half year by $120,000. These shipments
were mainly into the urban markets of northeastern United Statgs, to which
it is usually not profitable to transport the domestic crop.

Whent for human consumption was not granted any concession in the
Canadian agreement. However, due to the rust damage to the spring wheat
crop last year, especinlly in our Northern Plain States, the maln source of our
durem wheat, 11,000,000 bushelz of wheat were imported from Canada during
1he first hadf of this year, {o a value of nearly $10,000,000 an increase of
$£0,000,000. A substaniial portion of these imports Is reported to have been of
durum wheat to make up the domestic shortage, and most of the rest to have
been selected grades of Canadian hard wheat for blending purposes, which
are usually sold at a premium.  These imports all paid the full United States
duty of 42 cents a bushel, which has been operative since early 1024,

Partly offsetting the above increases in importations of agricultural products
from Canada duaring the first half of 1936 has been the substantial decline in
the importations of wheat unfit for human consumption and a number of other
grain byproduct feeds, by an aggregate value of close to $4.5 million. The
importations of these fodders had been exceptional the preceding year, follow-
ing the drought of 1934, and have apparently tapered off with the return of
more normal domestic supplles. These products have all been subject to a 10
percent duty since the act of 1930, and were so continued under the agreement.

In this eonnection might be mentioned the sharp decline also in imports of
bulled oats urfit for human consnmption, on which a duty rednction was
granted to Canada. (Imporis of all onts during the first half of 1035, including
some for food purposes, amounted to 761,000 bushels, valued ai '$305.000.

i
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During the same period of this year, the imports fell to $14,000, of which the
type reduced in duty made up only $5,000,)

Forest products~—Newsprint paper and paper-making materials, for which
the requirements of the American market are far greater than the domestic
supply, have for years made up the largest group of products imported from
Canada, They have long been on the free list of the United States tariff, and
the American undertaking to Canada that most of them would continue duty
free was an important featlure of the Canadian-American trade agreement,
During the first half year of its operation, the importation of standard news-
print paper from Canada inereased by $5.6 milllon; of the types of wood pulp
bound free (mechanical, soda, and blesched sulphite), by $1.3 million; and of
pulpwoods, by $331,000, reflecting an increase over last year in general paper
consumiption in the American market, This group together accounted for throee-
quarters of the total increase in American imports from Canada in products
bound free Ly the agreement, and about one-quarter of the total increase in
imports of all products, The domestic producers of newsprint during this
period maintained their volume of 1935,

The principal class of forestry products on which the United States granted
a reduction in the costs of admission was softwood lumber. Here imports from
Canada during the flrst six mounths increased by 121,000,000 board feet, and
in value by $2.4 million. In the case of Douglas fir and Western hemlock, the
lumber of particular interest to the Canadians, the quantity that might emter
at the reduced rate was limited to 200,000,000 board feet annually, equivalent
to about 5 percent of United States consumption. The actual importations of
these species during the flrst six months amounted to 75,000,000 board feet, or
less than one-third of the annual quota; by the end of September, only 107,-
000,000 board feet, or less than half of the year's quota, had actually been
brought in, mainly into the Massachusetts, New York, and Philadeiphia dis-
tricts. The market price in the United States for Douglas fir and western
hemlock is reported as practically unchanged in September 1986 from a year
ago.

Maple, birch and beech lumber, other than flooring, on which a small reduc-
tion in duty was made, was imported for the use of American furniture and
fabricating plants to an increased value of $203,000 over the corresponding
period of last year. These imports amounted to 6 percent of the total United
States production, and the domestic price of these types of lumber is reported
to have strengthened in the middle of 1936 over the year previous,

Smaller inereases in imports were reported for logs and round or hewn tim-
ber of several specles, aggregating $92,000, and for railroad ties and wood
1aths, all of which had been duty free into the United States and were so con-
tinued. Shingles, mainly of cedar, which also remained duty free, but subject
to the continuation of the arrangement limiting imports to 25 percent of our
domestic production, showed some increase in value but a small decline in
quantity frém the imports during the corresponding period of 1935.

Figh.—The various classes of fresh and frozen fish on which duties were
reduced to Canada showed & combined increased sale in the United States
during the first half year under the agreement, valued at $341,000. (This
does not include chubs, mullet, and saugers, for which no separate figures were
available for 1935.) 'The principal increases in imports were in fresh-water
fish, notably yellow pike, by $96,000; and whitefish, by $81,000. In the case
of both of these, a very large part of the United States ecpnsumption, which
well exceeds the domestic eateh, has for years been supplied from the northern
lakes of Canada,

Increased importations were recorded also for two types of fish which have
for some time been on the free list of the American tariff and were so con-
tinued under the agreement, namely fresh lobsters, by $189,000, and smelts,
by $184,000. In the case of both of these fish, the catch in the Atlantic coast
waters of the United States has for some years been inadequate for local
needs, and has been supplemented largely from Canada.

Metals, minerals, and chemicals~—Reflecting the revival of industrial activ-
ity in the United States, among other factors, were the increases in importa-
tiong from Canada during the first half of 1936 of a number of materials,
chiefly metals and minerals, which are produced in the United States in only
small quantities, if at all, and for which Canada has loug been the chief
source of supply of the congsuming industries in the United States. These mate-
rinls had long been on the free lst of the American tariff and were so bound
by the agreement. They consisted principally of unmanufactured asbestos in its
various forms, of which imports increased by $849,000; crude artificial abra-
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sives, by $284,00; nickel ore, matte, and oxide, by $142,000; sodium cyanide,
by $111,000; and certain kinds of undressed furs, by $95,000. In this connec-
tion might be mentioned nickel and alloys in the form of pigs and ingots, on
which no reduction in duty was made, the imports of which incrcased over
the preceding year by 3.8 million dollars,

Dead-burned refractory material, on which a small cut was made, recorded
an increase in imports of $02,000. Acetic acid, on which a reduction was
granted to Canada, declined in imports by $347,000. Vinyl acetate and syn-
thetic resing made thereof, also reduction items, increased by $34,000,

FaBLe 1.-—Total value of United States trade with Conada by months, January
through June, 1933 to 1936

[Canadian-American trade ag t hecame effeotive on Jan. 1, 1936}
{Thousands of dollars}
6 months ending June
Belore Aftor
1933 1934 1938 1036
Imports from Canada:}

January. 10, 706 18,397 19, 235 24,210
February. 8, 530 14,158 18,142 22,931
March. 10,085 17,977 3 , 822
April 11,078 16,277 ) 20,719
May. 14,810 | 18,728 | 27,024 5
Juue. 15, 262 18,020 22,313 80,347

Total for 6 months ending JUNG. .ccemeveocanreenemen emsae) 70,441 | 102,161 | 120,944 159, 839

Exports to Causda of United States merchandise:

January. 11,409 17,508 21,624 28,719
February. 10, 830 18, 286 21, 968 23,
March, 13, 109 23, 367 24,210 26,343
April crevann 12, 584 24, 852 27,478 30,220
May. 15,863 | 80,630 | 29,273 36, 268
June. 16,920 26, 682 26, 532 33,511

Total for 6 the ending June. 80,304 | 141,324 | 151,075 174,940

t Gieneral imports for 1033, imports for consumption beginning with January 1934,

1 In viow of the closer correlation botween the Canadlan statistical clagsifications and the items in the
Canadian tariff, upon which were based the concessions granted to the United States in the agreement,
Canadinn import figures have beon used in tho analysis as a measure of the Anorican shipmonts to tha
country. This also avolds the inaccuracies arising from transshipments of United States merchandise in
Canada and other technical difficulties.

Source: Division of Foreign Trade Statistics, Bureau of Forelgn and Domestic Comwmerce, U. 8. Depart.
ment of Commerce.

125093—~37—~pt. 19
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TasLe 2.—Total value of Cenadian trade with the United Statés by months,
January through June, 1933 to 1936

[Thougands of Canadlan dollarg]

January to June, inclusive

Aftor
Months Before agreoment HLreor
mont

1933 1034 1935 1036

Imports for consumption from United States:
Januar

14, 277 19, 430 23,157 26, 285

Fobruary. - . 3 10, 634 23, 498 25,960
March nmann - 18,517 20, (064 31, 333 32,707
April 11,786 21,784 23, 606 20,220

) e 18,034 30, 085 28, 266 33, 660
June 18, 390 26, 69! 25,012 33,005

Total for 6 Months Onding JUNG. «cveeenveramnancunnannnna| U5, 440 | 146,676 | 155662 | 178,835
Exp}'rrts f% United States ! of Canadian produce:

anual
February, s 8,023 14,393 15,674 21, 865
March. .- 10,378 20, 199 21,916 26,846
April ; : . 8, 382 12,870 15,717 20,765
BY wmalan PEFNE .| 13,857 17,202 22,610 286, 605
June... 14,847 16, 044 21,102 20,462

wommvananmunennens| 60,004 08,025 | 114,448 142,203

Total for 6 months onding June. .

t In view of the clogor correlation botween the United States statistical elngsifications and ths paragraph,
of the Unitod States tariff, upon which were based the concessions granted to Canada fn the agreements
Amorlean import figures have been used in the nnalysis as a measure of Canadian shi Smmnls to this country,
This also avoids the inaccuracles arising from transshipments of Caradian merchandise in the 'Unlted
8tatos and other technical difficulties, € dian export figures are exclusive of gold bnllion.

Bourco: Summary of the Trade of Canada, Dominion Bureau of Statistics, Canadian Department of
Trade und Cominerce.

TABLE 8,—Summary of changeg in Canadian imports from United States during
first half of 1936, by principal commoditics—Classified according to treatnent
under the Canadian-American agreement

[Value in thousands of Canadian dollars]

Quantity Value
January to June, January to June,
Inclusive inclusive A mount
Unit 0
change
1038 1036 10356 1936
Total imports for tion  from 155,662 178,835 |4-23,173
United States,
Qommodities on which Canadlan duties |...ceeeuene-. mmrnnenem—————— . 04,544 | 80,037 {-}-15,493

were raduced, totul.!

Oranges, mandarines, and tangarines | 1,000 cuble feet....| 1,411 | 1,741} 1,760 | 2,060 -+207
(inlmo;ts for January through Aprll

only).
Grapefratt. . coeoneeeecneenne O, 1,000 pounda., .....1 20,905 | 21 150 453 828 +175
Apples JIOSNON I £ 111 ) S, 046 | 25,819 7 02 +-85
olons... 97 148 451
Other fresh fruit, Including plums, |..ceeeemencnan ———— 589 690 +110

cherrles, eto.!
LOthuoe. .« convvnesnonnsvsoncnnmuess-| 1,000 pounds...... 257 481 +224
T wenostlO 170 316 145
A . 1,000 pounds. ..., 63 144 +81

1 Importg from United States for the first half of 1936 of those commordities for which no comparable classi-
fieation existed for 1935, and whlch cannot therefore be here included, amounted to about §80,000, or less
than o of 1 poreent of the total inports of reduction items.

# Oranges, mandorines, and tm?:erines enter Canada from the United Stawes free of duty during the
months Junuary through April,  Imports during remuinder of yeor from United States pay the same rate
a8 before the agreement, 35 cents per cubic foot,

#'T'his {s the total for only Lhose unapeciflad fresh fraits affected by tarlil raductions, and not necessarily
for all tf't\he]rémh froits. The same type of caleulation is carried forth with regard to all groups contalning
ur ecini { a
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TABLE 8.~Bummary of changes in Canadian imports from United States during
first half of 1936, by principal commodities—Classified according to treatment
under the Canadian-American agreement—Continued

[Value In thousands of Oanadian dollars]

Quantity Value
January to June, |January to June,
inclusive inelusive | Amount
Unit ol
change
1038 1936 1936 1936
Commodities ou which Canadisn duties
were reduced--Continued.
Other fresh vegatables, Ineluding |.eecueemecnmieacaicfivnnncn. 1,600 | 1,820 +220
o&wna #nd white potatoes.s
Dried fruits, fucluding apricot8. .......|.ce...... SR SO I 134 100 62
Callmed {rluus and juices, inoluding | 1,000 pounds...... 353 | 1,080 31 04 63
pineapyles,
Nx[xts, ixﬁ:ludlnz peeans, almonds, |....._. memenma——— 104 213 +109
alnuts, and other sholled nuts,
Rios, olosned. . - cveceearcanneean.-...| Hundredweight.__} 14,004 | 25,3190 55 94 +30
Flowrgrsrumji lolioge,'{mtur?l,‘sutu(gy)n- RS PO PRSI N, 22 60 +38
orts for January through April ). .
Balt pork._ .ceueenn.. .....? ! <w--{ 1,000 pounds. ..... 323 844 33 85 62
Egus, dried or evaporated. core] wunlOoim - (] 41 2 34 +32
Iiggsin the sholl()!mports for Jannary | Dozen... seaen-| 10,004 | 88,462 7 27 420
through April$),
184 280 96

Fish, frosh or preserved. .. .

Furs, wholly or partly drossed........ 244 378 +134
Boots, shoes, and stippers of leathor. ’1;(‘;3 2;?’ ~|.‘53

Other leathoer and munufactitres.
Cotton pieco goods.. wav. . ceenen
Miscelluneus cotton wesring appuare,
Fabries of silk or silk mixtures
Wearing apparel of artificial sil
« Other artificin silk and nanuf:
Oileloth, linoleum, and other imnprey-
nated cloth,
Miscellineonus rubber manufacture.
Furniture of wood - ...
Other manufactures of w ) .
Ing planpd. cooperage, and hard-
wood

ooring.
Paperbonrds, including wallboard and | 1,000 pounds. ... 670 | 2,001 39 113 +74

insulnting boards.
Cardboards and bristol DOArds....e. - leccuwuecovannnnns --20
+262

Miscellaneous papor and PPer MAN- |.coavavansewsnevrrer
facturas including printing papor,
photographic paper, tissue paper,
waxed paper, and paporboard con
tainors,

Newspapor and perlodienls. . . aceunvns fieoncoaaucacves o famaaanns eeennoa} 1,312 1,866, 4544
Advetrtt(slng pamphlets and printed | 1,000 pounds......| 1,128 | 1,420 458 621 4103
mattor.
Pletorial post cards and grooting cards.|.c.ccd0 vevunencnen. o1 169 111 141 -+30
Commoretal blank forms. . R P 274 181 ~60
121 B Ry B )T IR, 1,084 | 4,497 55 105 +50
Iron and stecl sheets, plates, hoop, | Hundredwelght_..| 07,804 (112,890 380 421 41
band, and strip.
Castings and lorgings. [P 847 613 -~234
teel balls and roller bearings, .aceea .- - 01 329 4165
Pipes, tubes, and fittings. . eraonfeeacnan . 208 282 +4-86
Passenger cars and chassig. - 3,802 ] 11,1321 2,078 | 1,546
Trucks and chassis... 537 916 403 783 +380
Bussos..... vemvmrmananmety mmenta e 5 28 14 173 169
Autoxlnnbilo ongines, including truck 22,210 | 26,212 | 3,830 { 3,380 ~441
engines. ‘
Automobilo parts. ... 9,821 { 10,012 +10%
Other vehlcles, ineluding motoreyeles, |... mme——— 302 476 +174

locotnotives, and parts, and rallway
cars and parts,
Tractors (valued over $1,400) and parts SN 376 608 231
Diosol englnes and parts. . eeeewesneas.| Number.... &0 0 27 332 105

¢ The reduotion In the Canadian duty on white potatoes was received by the United States through the
application of most-favored-forelgn-nation treatmont accorded products of the United States, but was not
specifically covered in the agreement. Beginning May 4, this duty was made dependent upon what white
potatoss would pay upon importation into the United States from Canada.

# The reductlons in Canadisn duties on cut flowors and foltage and eggs in the shell were recetvod hy the
United States through the application of most-favored-foreign-nation treatment accorded produets of the
United States, bnt wore not specifieally covered {n the agreement, Beginaing May 32, the dutles ou the
g{o&un{ts woao mr:lde dependent upon whut such products would pay upon importation into the Unlted

ates from Canade. .
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TapLe 8.-~Summary of changes in Canadian importa from United States during
Airst half of 1936, by principat commoditics—Olassificd according to treatment
under the va,nadiawﬁmcr{can agreement—Continued

[Value in thousands of Canadian dollars]

Quantity Value

Janunﬁ' to June,|January to June,
inclusive inelusive | Amount

Unit o
change
1938 1936 1935 1936
Oommaodities on whiet Canadian duties
were -red --Continusd.
Marix’xeand other internal-combustion | Number.......... 3,776 | 4,58 380 463 +7
engines,

. Farm impl and machinery 023 | 1,347 +424
Office hinery und i 502 802 +210
Bewing and hi hi and 556 680 +124

Vacuw .
V(lnlngond motallurflcal hinery 362 £21 +169
Metal-workin, mach nery... o] 4,102 1,584 +402
Paper- and pu ill Y. 116 227 +112
fng 582 866 284
Refrigeration mnuhlnery lal . 180 309 4129
’o:«}rshot;a), steam, eleetrlc, orother, | Number. ... - [} 10 48 134 +108
and
'l‘extl!e hinery. : 1,084 | 1,437 383
Other misoell hinery 2,183 | 3,377 | 41,224
toel furniture. ... .... - 84 108 +81
oukiug nnd heaﬂng t 203 892 130
820 | 1,004 +184
ropl»md nnd gm ware..... 70 341 +27
e lmd nlc el-plated ware. ..... - 284 207 -7
00 | 172 225 +83
Electrleal Bppsmua.

Mot ura nnd parts 508 +1¢

Dyn d parts 152 71

Btat lny; and oontrollln devices... 208 52

Light fixtures and am Anoes. . . ... 295 | 14l

Spatk plugs a 86t} ~111

apparatus and pans.

Other electrical ag 1,646 +
Radlo apvarmus. ding tubes. 1,044 | <415
Brlck. fire, for ft 303 117

lm 389 167
- 20|
Lubrleatinz 0iiS... 1.wol}xnuedsmea 1,428 +164
gallons.
Medioinal and phar tical prep- 464 +53
arat|
(‘ompounds of fetraethyl lead........| 1,000 pounds...... 016 | 1,270 526 623 108
9 h i 1 1,322 --89
..................... 412 188
:?ursdcul and dental appPAratis. «aeoeee] ianunn 412 484 472
...(r rat electric, domestie, and | Number....... vl 2,162| 7,004 150 420 +279
and store
Pocketbooks, port{ouos, satchels, et 114 168 54
Otdhler fz;)xxtnlmoditles o dIch ang. 18,609 | 18,020 | 2,821
an dutles were reduce
B an e e e B ]
Commodities on whlch oxisting frep entry T 14,483 [ 90,208 | 6,750
into Canada or existing Cpnadian duty
wos bound,? total.
Structural iron or steel 0,443 | 12,060 258 811 ~-285
Raw cotton and linters.. .. 47,420 | 70,302 | 6,401 | 8,404 | 41,013
Lemons....._.. 163,403 |101,085 | 364 | 824 | = --460
ioun:dhz i“he “partial dressed Tumber 1,266 | 1,588 | ~-322
Al .
Other partial munufantum ofwood: .

Poles, te!ogmphund Number. 876 | 9,851 ] 33 +28

S8taves of 1,000.. 2,247 | 4,204 63 05 ~+43
Traetora and par 1,978 | 8,827 | 1,549
Other‘a%o‘;mnodlms, bound, free, or 4,040 | 5,226 | -11,188

T
Other ditles (predominautly non- 76, 600 | 78,500 | 1,0
ngroemem).

¢ “Girnotural ron or steel” is the only group o which rhn axlsting Canadlan duty wes bound. A of the
other commodities are bound at the exlsting free rate of duty.

Hource: Comspilation from Quaktarly Trade of Cansds, Dominion Buresu-of Statisti
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TABLE 4.—8ummary of changes in United States imports from Oanada during
first half of 19386, by principal commodities—Olussified acvording to lreatment
under the Canadian-American agreement

[Value in thousands of dollars)
Quantity Valuu
January to June, Janusryto
inclusive June, inclusive |Amount
Unit of
change
1935 1036 1935 1036
Total {mports for 129, 944 1150, 839 |29, 893
tion fros Canada. ’ m
Commodities on which TUnited 19,005 | 31,498 [--19, 401
States dutles were rodumd (in~
cludes also some principal com-
modities for which only ulatlvalf
exact comparable dazn were val!
able for 1935), total. .
Whisky (aged not l i B! 11,523,050 | 2,876,601 |t 11,619 683
cyen};sy!navgo d o W mm% 3 2 6,936 | 11, +4,
Wolghlng {)onn or | Number...eeaeen- | 113,338 | 8,100 | 8906 | -1-9,867
ud dalry b
g loss thn 700 | Nmbofuupsoaee| 2413 %m) s ms| 41
ghing less than J78 || Numbet, wf 0 a4 [¢) 480 |oceaeacn
% eighing 170 but 88 than | Nuwmberl,evve.e-.| # @ w,aiiﬁ ® PYYY I
no re- ) 4
duotson for $his olags). : b&
orses except for @ tor or 1,822 | -+1,163
:)lx!‘:é;ngé vnlued nt nof mm B
(’%awed bonrds. Planks, d
»' and sawed bor (ex
A i 5,85 | +2,49
OIEWOOS. v sy mrmmmmmne
ey i | e
S‘ ddar ch ey 408 i
Fish, frssh-orfrosen  (etdeiding 1,849 | 300
+% chubs, for 0. -
% ﬂgg Jum
3 and m % L,
tg; which are gi EoR,
) 481 27
822 208
X 368 -129
438 42 +46
& 0 15 Jovvuouee
Jo. - unds....o. ) 21 [eneamane
hwnm fish, n. e. | 1, unds...... Y , 116 3 180 [oeesnen
Taction zmmn%" e )
Other rodunts ch Un I eomes 2,100 | 1,542 -367
smu?a dut uwu&a M '
Commodities on which exlsti SR 7,868 | 3,828 | 4,888
United Btates duties were bound,
. total,
Whest, unm for human con- | Bushel....e.......] 5,485,707 | 1,728,110 | 8,800 | 1,007 | —3,802
m;)an. aggm a'xl:gd other wheat | Ton(3000pounds) | 125,010 { 103,671 | 2,970 | 1,600 { ~1,370
roducts feeds,
1 B«myog , chaff, eto., of grains | Ton (2,000pounds) €N600| 18,20 208 90| 206
8, exoept flaxseed. |
Oshor roducts on which exist- 2 1w | -~
dn ited States duties were

Footnotes at end of table.
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TasLy 4.-—Summaory of ochanges in United Siates mports from' Canada during
frst half of 1986, by principal commodities—Classified according to treatment
under the Canadian-American agreement—Continued

{Value in thousands of dollare}

Quantity Value
Janusry fo June, Junuary to
inclusive June, inclusive {A monnt
Unit of
change
1935 1036 1935 1036
Commodities on which existing free 58,068 | 67,602 | -+, 534
entry into the United States was |-
bound (excludes products for
which exactly comparable data
were not avaliable for 1935),8 total,

%ﬂnﬁurd]newsprm& Daper.cau.. 1,000 pounds........ 1,035,206 | 2,237,530 | 33,062 | 36,611 | 45,049

ood pulp:
M(‘s‘chxmlcally grouund, | ton..... PO 61, 649 71,186 | 1,061 | 1,268 4104
bleached and unblesched.
Su(llph te, blouched.....venn. ton. 108, 666 130,924 | 5,908 | 7,033 | 41,035
Somn plﬂp bleached and un- | ton. . 5,042 6,863 219 206 476
eached.

Pulpwoods. ..... cord ..| 366,303 897,817 | 2,480 | 2,817 4331

Bhingles, of w00d. ..cuuannruans BQUATO. o mme o 908, 362 877,058 | 2,277 | 2,841 04

Asbestos, unmanufactured. ton, 63,353 70,004 | 1,793 | 2,642 4840

Artificial abrasi 1,000 pounds. -._.. 65, 130 70,896 | 1,480 | 1,764

t | , 11, 7 1,437 | 1,600 | 4142

YLobsters, fresh_........ e 1,000 pounds, 5,123 6,018 | 1,162 | 1,341 4189

Smelts, fresh or frozen. 1,000 pounds . 4,448 6,323 421 6056 4184

Bodium eyanide. ..o ccacaneann 1,000 pounds 7,571 8,821 604 805 4111

Undressed furs of mink, musk- | number..... 582, 1 822,867 | 1,678 | 1,770 -+95
rat, beaver, and wolf, :

OQther products on which exist- . 8,413 | 3,744 +331
ing free entry into United .
8tatos was bound.

Important commodities on which . 7,626 | 19,904 {12,270
no change was made, total.

‘Wheat (full duty) 889 | 9,060 ) +9,080

Nickel and alloy8.ccoecnceeeaeecfoannonan ...| 6,5631 9,804 | +3,331

Mapie slrup. ... 1,000 pounds. ... .. 2,234 24 173 41 -132

Other lities (includes gome 37,798 | 88,015 | 4216
agreement items for which no
exactly comparable data were
available for 1935, hut excludes
those for which imports in 1035
have been estimated and listed
above), total.

Ag dities having &) 1609 |...... ™
no comparable data for 1935.

Nonag| prod O ® | 37310 [-ceeunna

1 This represents total imlpm-ts from Canada of all whisky in the first half of 1985 but, approximately
comparable, since bulk of whisky imported in 193¢ was aged not less than 4 years in wood contaluers.

+ 8 No separation In 1935 of cattle weighing less than 700 pounds, In order to get comparable data, the
olassto{ 175- to 700-pound cattle is alio shown here, although no reduction in duty was granted on this weight

of cattlo.
¥ Lass than $500; or, to be exact, 227 gallons valued at $246. .
¢ Estimated imports of Cheddar cheese were not separately classified in 1035, It i3 estimated that 96 per-
cent of the total imports of cheese froxn Canada were Cheddar in 1035. ‘T'otal imports of cheese from Cenada
in the first half of 1935 amounted to 477,883 pounds, valued at $60,826.
8 Xn 1038, (m'porw of mullet and saugers were reported In the classification, ‘ Fresh water fish, n. e. 5., fresh
or frozen.” Since the agreement Erovldes for entry of these specifiod fish at a lower rate than that appiicable
1o other types of fish inclnded in this hasket tategory in 1035, they are separately clagsified for 1936.. Canada
is practically the sole su%pller of mullet and saugers, .
‘The imports of these bound-free products for which no ble data were avalilable in 1935 d
$416,000 in the first half of 1036,
* 1 Not separable for 193,
¥ Bee attached supplementary table for further analysis of these products,

Bource: C from int of istical Section, U. 8. Tariff Commission.

Hatt
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SUPPLEMENT TO 'PABLE 4.—PFurther analysis® of imports from Canade of agroe-
ment commodities having no strictly comparable dute for 1935

{Value in thousands of dollars]

Quantity

Value

January . to Juno,

s
Januar,

to

inclusive June, inclusive |Amount
Unit
change
v 1935 1938 1038 1636
Total imports from Canada of agree- 099
ment products having no exactly
comparable data for 1936 (as re-
ported in table 4).
Those for which reduced United ‘ . 283 [cavancaa
States duties were granted.
Thase for which free entry into |. 410
United States was bound.
Principal products on which United
States duties wero mainly reduced
. and for which fairly compsrable
datn are avallable:
Tce skates m\d (118 ¥ O P e T e T o s e an 140 78 +33
Acetylone b 1,000 pounds, 1381 430 338 44 +6
Ferr*ﬂiconconmlninzsbut fosd| 1 L0 pouuds 4517 474 ‘40 31 w1
an 30 percent silicon con- .
'I‘nle. “steatiie, or soapstone, | 1,000 pounds. ..... 85,415 6,482 28 29 +1
eround and washed (except
tollet pro')aratlons) valued at
not over $12.50 per ton.
Chickens, ducks, geose and [ 1,000 pounds...... 50 88 10 20 +10
guineas, total,
Chickens and gulnens Teraen 1,000 pouns. wa... '; ?; T
. Ducks 8nd goese . ... -r.....| 1,600 pounds.....0 g ® o [ QI P
Lake herring, and | 1,000 pound 453 %2 47 08 +43
chubs, total.
1,000 Q 280 0
Lako ﬁemug 4nd 0rescoes b..| 1, 8 562 8
Herring, smoked or k l]]marvd, 1,005 kikd 29
not in ofl, whole or beheaded, '
total.
Hard dry.smoked "... . looo»aunda...... 9 738 * 18 feueew -
Othor 10 o: -] 1,000 pounds. 7% 6 “l 8 300 .
Herring, smoked or ki J) 1,000 pounds. - - ... 180 180 13 18 +2
not in ofl evlsoerate spm,
skinned boned.
total.
Boned whether or not | 1,000 pounds.. (0] w [ P
8
Evlscemted spilt, skinned | 1,000 pounds. ® (R BN U] [ [,
or divided.¢
Oats, total..cancricnivennacmnans Bushel...ce.eue...] 761,021 89,717 805 | -2
Oats, hulled, unfit for hu- | Bushel........... . ® 19,018 (O] [ ) PO
man consunption.’
Other 0888 beueenevmeecnnnn . Bushel..-eusasenns {*) 10,780 1 (9 | J] PO
e
Products on which reduced dutles 2
;vare xrunted still unaccounted

Footnote at end of table.
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SuepLEMENT TO TABLE 4.—Purther analysis® of imports from Canada of agree-
ment commodities having no strictly comparadble data for 1985-—Continued

[Value In thousands of dollars)

Quantity Value
Januag to June, January to
inolusive June, inclusive |4 mount
Unit of
change
1035 1936 1938 1938
Principal products on which the
existing free entry into United
States was malnly bound and for
which fairly comparable data are
avallable:
11 total 1,000 pounds 418 690 77 126 +49
Fresh but not frozen 1 do, ( 090 Q 128 [eneevnen
Other 13 ___..... o, (6 (ll)) 0) (10) vemonme
Agricultural machinery, imple- |.... 621 651 +30
ments, and parts, n, e. 8.,
Parts of plows, cultivators, ® 264 [eanua .-y
tooth or disk harrows,
drills, planters, horse-
rakes, and mowers.!t
Other agricultural machin- ) 887 |eremane
ery, implements, and
parts, n, e, 8.14
Other products on which free entry 26
into United States was bound
still unaceounted for, total.

1 T'his analysis takes into account every reduction item of which the imports in the first half of 1936 were
greater than $10,000. Thus the total of imports of reduction items not accounted for Is made vp of products
the fraports of which were each less thap $10,000.

2 In 1035 imports of ice skates and ‘mrts were classifled together with roller skates and parts, It is esti-
mated that 80 percent of the imports in this compuosite category were imports of ico skates and parts.

3 This figure represents imports of all black pigments shipped in from Canada. According to chemical
experts this was made up of acetvlene black,

4 In 1935 all forrosilicon containing 8 percent but less than 60 percent of silicon content were reported in
onecategory., Itisestimated thatabout 54 percont of the imports during the first half of 1935 of this com.
posite group were imports of ferrosilicon containing 8 percent but lesg than 80 percent silicon, the type on
which a reduction in dut¥ was granted.

$In 1035 imports of all ground tale, steatits, or soapstone wers reported in one class, It is estimated
gl)xgeu;lﬁ m{geut of the imports of this composite group during the first half of 1935 were imports valued at

.80 per ton.
Not separable in 1935, .
Reduction applied to imports of this class only.
No reduction on imports of this class,
Tmports of ducks and geese from Canada i the first half of 1036 amounted to 108 pounds, valued nt $20.
10 Tmports of other scallops from Canada in the first half of 1036 amounted to 248 pounds, valued at $26,
1 Existing free entry bound for import of this item,
13 Agreement did not affect this item,

emae
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ANALYSIS OF CUBAN-AMERICAN TRADE DURING THE ¥IRSYT 2 YEARS
UNDER THE RECIPROCAL AGREEMENT

(A general summary of this study was issued to the press on December 30,
1988, That summary, with some modifications, is incorporated in the present
statement. Prepared by an interdepartmental committee, consisting of rep-
resentatives of the Departments of State, Commerce, and Agriculture, and of
the Tariff Commission.)

GENERAL SUMMAKY

The striking two-way revival in Cuban-American trade that characterized
the flrst year after the reciprocai trade agreement came into effect on Septem-
ber B8, 1934, has continued into the second year of its operation, September
1935 through August 1036, according to an analysis of the official trade returns
by an interdepartmental commitice, consisting of representatives of the Depart-
ments of State, Commeree, Agriculture, and of the Tariff Commission. The
rate of recovery in the trade between the United States and Cuba during these
2 years since the agrcement has been in operation has been much more pro-
nounced than the increase in the commerce of either country with the world
generally.

Untted States exports to Cuba during the second year recorded a further
rise in value over the gains during the first year of the agreement, while United
gmttes imports from Cuba did not sustain the abnermal rise that marked the

rst year,

During the second full year of the operation of the Cuban-American trade
agreement, September 1935 through August 1936, the value of United States
products sold to Cuba aggregated 64 million dollars, as compared with §5 mil-
lon dollars during the flrst year, and with an average of less than 30 million
dollars during the depressed 2-year period preceding the agreement. Compared
with that 2-year period the rate of increase in the value of our exports to Cuba
was 83 perceut for the first agreement year and 113 percent for the second.

The value of American imports from Cuba reached the figure of 151 million
dollars during the first 12 months under the agreecinent, after an exceptionally
low average value for the 2 preceding years of 51 milllon dollars, This large
figure for the 12-month period following the conclusion of the agreement was
due primarily to the fact that sugar shipments to the United States and with-
drawals of sugar from bonded warehouses, which would normally have been
made during the early pari of 1934, were postponed in anticipation of the re-
ductions in the rates of duty on sugar under scciion 336 of the Tariff Act and
under the trade agreement, which reductions became effective on June 8 and
September 8, 1984, respectively, Four-fifths of the Cuban sugar quota for the
calendar year 1934 was filled during the 4 months following the conclusion of
the agreement, from September to December 1934, 'The entire 1935 quota was
filled during the first 8 months of 103%. Ience the import figure for the first
year under the agrcoment, September 1934 through August 1935, includes four-
fifths of the 1934 calendar-year quota and all of the 1935 quota. In addiiion,
the unit values of our imports of sngar from Cuba—i. e, the prices received
by the Cubans, in the 12 months following the agreement—showed a substantial
increase over those which prevailed during the 12 monihs prior to the agree-
ment. This was due to the additional returns which Cuba derived through the
reduction in duty on Cuban sugar, coupled with the quota system stabilizing
marketings of all sugars—foreign, insular, and continental—in the United
States.

During the second year under the agreement, September 1035 through August
1936, when marketings of Cuban sugar were not disturbed by earler withhold-
ing of shipments in anticipation of tarilf changes, the tofal value of United
States imports from Cuba declined to the more moderate figure of 115 million
dollars. This figure, however, was still more than double the average of the
two preagreement years.

The Cuban situation differs In two important respects from that of the other
countries with which agreements bhave been conciuded by the United States
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under the s :thority of the Trade Agreements Act passed by Congress in June
1034, In tle first place, the duty concessions granied by each country in the
Cuban-American agreement apply exclusively to the products of the other, in
line with the speclal preferential relotions that have historically prevailed
between the two countries since the establishment of the Republie of Cuba,
Secondly, the sugar-control program instituted pursuant to the Jones-Costigan
amendment, May 9, 1934, to the Agricultural Adjustinent Act, has had the dual
effect of stabilizing marketing of Cuban sugar in this country and increasing
the return on these marketings,

UNITED STATES LXPORTS T0 CUBA

The Ameriean produets on which Cuba granted reduced duties or inereased
preferences accounted for an iuerease of 14Y% million doltars in our exports
during {he second agreement year over the last preagreement year, September
1933 to August 1934  An additioual $7,000,000 increase was recorded for
those comuoditios from the United States on which the previous dutios were
bound aguinst increase or which were guaranteed continued duty-free admis-
sion into Cuba. Tuken together, all these products affected by the agreement
acconuted for an inerease in trade of over 214 million dollars out of the 28
million-dollar total inercase in value of Ameriean exports to Cuba during the
secoud agreement year over the preagreement period. During the fiest year
under the agreement the additional sales to Cuba of all agreement items were
valued at 16 million dollars move than in 1033-34.

The gains in exports to Cuba during the second agreement year were quite
widely disteibuted among various American producers, agricultural amd indus-
triul, and, in most cases, equaled or exceeded the level recovered during the
first agreement year, The classes of food and related products granted duty
reductions which record the most notuble inereases over the preagrecment
year in value of shipments 1o Cuba were: Lavd and other forms of pork; white
potatoes and ouions; selected canned fruits and vegetubles; certain vegetable
and animal olls and fats; and cunned sardines. The inereased shipments of
a number of these products, especially of lard, are the more notuble considering
the domestie shortage in the United States following the drought of 1034,
Among the industrial producis recelving taviff hencfits the outstanding gaing
in Ameriean exports to Cuba during the second agreement year were made by
automotive products; radio apparatus and electrie refrigerators; sugar-mi/l
machinery, sewing machines, and typewriters; structural steel, pipes aud fit-
tings: wire and cther metal products; certain textile yarns, fabries and manu-
factures; upper and patent leather; paper bourds and writlng paper; glase
containers; ready-mixed paints; certain nonproprietary druggists’ preparations;
cigarettes; and toys. :

The increases in shipments to Cuba among the products on which the exist-

ing duty or duty-free {reatment were bound against change were most marked
during this second year in flour not wholly of Americun wheat; Southern
pine lumber; bituminous coal; petroleum products; raw cotton; certain fresh
fruits: boots and shoes, and special types of leather; certain textile produets,
incluting cotton and rayon fabrics and cotion bags; varlous types of paper;
and proprietary medicines. While increases in exports to Cubi were genoral
for practically all major classes of commodities, there were some particalar
products that declined, including certain vegetable ofls, cortain textiles, and
certain petroleum products.

The remaining $7,000,000 increase was made up mostly of a varlety of
produeis not spectfieally included in the agreement but sharing in the bhenefils
of the enlarged general Cuban purchasing power resulting from the agrecinent

and the sugar-control plan. This total included also some classes of merchan-,

dise partly affected by the agreement, but for which no separate compurable
statistical data are available, )

UNITED STATES IMPORTS FROM OUBA

From the nature of Cuban resources, American imports from that eountry ave
concentrated in a small number of products and are predominantly agricultural,
Most of these products elther supplement an inadeqnate domestic supply in the
United States or »ee products largely distinctive with Cuba. The Cuban prod-
ucts granted tarifi reductions by the United States accounted for 61 million

3 No similar break-down by commodities s available for 103233,
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dollars out of the total 67-million-dollar increase in imports during the second
agrcement year as comparcd with the last year before the agreement. Cane
sugar, the principal crop of Cuba and barometer of its prosperity, has for years
dominated American imports from that country, and daring this period ac-
counted for over 57 million doliars of the increased trade. Of distinetly see-
ondary rank were the increases in American imports from Cuba of leaf tobacco
and cigars, and of rum. Less notable increases were recorded for certain off-
geason vegetables, prineipally tomatoes, and sccondarily eggplant, lima beans,
peproers, okra, white potatoes, and cucumbers; certain subtropieal fruits, includ-
Ing pineapples, grapefroit (during certain months), mango and guava paste snd
pulp; cerude glycerin, and mahogany boards.

The products of Cuba for which free entry fnto the United Siates was bound
by the agreement showed varying changes up and down, apparently in responsge
to the special influences affecting (he Ameriean import trade in the particular
products.  On balunce, these products as a group contributed a million dollars
of the inereasge in value of United States imports from Cuba during the second
agreement year over the preagreement period. Among these duty-free items,
varyliag incieases in {rade values were recorded for bananus and avoeados;
henequen and binding twine; and for iron ore, chrone ore, and copper concen-
trates: while shipmenis of Cuban manganese fo the United States declined,
after an inerease during the flest yeav, Fhe inerease by neavly § million dolare
in imports of inedible molasses, on which the Ameriean duty was not changed
by the agrecment, was due {o certain exceptional developments, inclnding ths
inereased demand for use in the production of alcohol in the United States,

Privcrral CuAnges 1N UN1TED STATES SALES TO CUBA
AGRICULTURAL AND ¥0COD PRODUCTS

The ecombined exports to Cuba of Amerlcan agricultural products that wers
granted reductions in duty, inereases in percentage of prefevence, or bindings
of existing tariff treatments amounted to 12,9 million dolars during the second
agreement year, September 1985, through August 1936, making an increase of
5.2 million dollars, or 68 percent, over the corrvesponding 12-month period
preceding the coming into effect of the agreement on September 3, 1934, This
improvement in agricultural exports to Cuba would undoubtcdly have been
still greater but for the droughis of 1934 and 1936 in the United States, which
curtailed the supplies of many farm products available for export. In the face
of these eircumstances, the substantial inereases in shipments to Cuba of vir-
fually all the farm products on which Cuba granted concessions or assurances
are ewpecially significant.

Lard and pork.~The most prominent single product was hog lard, for which
the once important Cuban market bad declined sharply under increasing duties
and reduced purchasiug power to nearly oue-tentlt its former volume, Under
the agreement, Cuba made a drastic cut in the lard duty.! There followed an
immediate recovery ju United States exports of lard to Cubn, with shipments
during the flrst agreement year practically doubling in quantity (from 17 to 33
million pounds) and tripling in value (from 1.1 million to 8.8 million dollars),
This large increase took place despite a decline of about 40 percent in hog and
. lard production in the United States resulting from the drought of 1934, and at
a time when onr total lard exports declined by nearly 70 percent. While the
1034-36 lovel was not fully sustalned during 1935-36, the second agreement
year, partly due to the low level of domestie production and somewhat higher
export prices in the United States, shipments during the latter period were
1.7 million dollars above the preagreement level, Apparently there wag a con-
siderable amount of deferred purchasing awaiting the further reduction in the
Claban duty and removal of the consumption tax, effective September 3, 1936, for
reports from Habana indicate exceptionally large importations during the
period immediately following,

. Bacon. ham, and shoulders, and other pork products, on which the dutles
were algo reduced, recorded an increase of $182,000 in sales during the second
agreement year over the preagreement year. ,

2 Cluba_undertook, moreover, to reduce the duty further at the beginning of the second
year, anﬂ -again at the beghmins of the third year, by which date, also, the consumption
:%ﬁ eg\’;ledog ‘lard was to be eliminated, These further reductions have taken placq. A8
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Other fats and oils~Reductions in the Cuban duties were secured also on
various oils and fats used in the manufacture of lard substitutes. However,
Cuban consumers ordinarily prefer lard to the substitutes, and when the sharp
reduction in the duty under the agreement made lard again available at a
moderate price the Cuban demand tended to veturn to lard, This fact, com-
bined with shorter supplies and higher prices in the United States for cotton-
seed oil, apparently accounts for the decline in shipments to Cuba of crude
and refined cottonseed oil from 7 million pounds, valued at $352,000, during
the last preagreement year, to a negligible amount during 1935-36. In this con-
nection it should also be noted that the United States was on an import basis
for cottonsecd oll in 1934-35 and 1935-36.

Bdible tallow and stearin, also materials for lard substitutes, on which the
Cuban duty was bound, likewise experienced a material dropping off in sales,
from $243,000 in the preagreement year to $44,000 during the second agreement
year. These declines were, of course, more than offset by the increased ship-
ments of lard, earlier mentioned, and by an increase of $190,000 in the exports
to Cuba from the United States of soy bean and other edible vegetable oils and
fats on which the duties were also lowered.

Related to this group are the inedible vegetable oils and byproducts used
principally in the manufacture of soap, on most of which the duties were either
reduced or bound under tbe agreement. Cuban purchases of these products
from the United States increased steadily from $121,000 in 1938-34 to $471,000
in 1935-36. On the other hand, exports to Cuba of inedible tallow and other
animal olls and fats, on which the trade agreement bound the existing duties,
declined from $371,000 in the last preagreement year to $58,000 in the second
agreement year.

Cereals.—Exports to Cuba of milled rice, which were of negligible importance
during the 12 months preceding the apreement, reached a value of $378,000
during the first agreement year, and of $843,000 during the second year. ‘The
bulk of these shipments took place during the period of approximately 10
months when the processing tax export-refund provision (amendment of Mar.
18, 1935, to the Agricultural Adjustment Act) enabled American rice exporters
to take advantage of the trade agreement concession in competition with other
foreign rice on the Cuban market.

Exports of wheat flour from the United States to Cuba during the first
vear under the agreement totaled 973,000 barrels, valued at $4,592,000, and
during the second year 1,004,000 barrels, valued at $4,958,000, as compared with
only 817,000 barrels, valued at $3,592,000, during the year immediately preceding
. the agreement. A reduction was granted in the Cuban duly on flour milled
wholly of United States wheat, while the duty was bound against increase in
the case of flour milled in the United States but not wholly of United States
wheat., In additlon, Quba agreed to abolish within 2 years the consumption
tax on wheat flour, which was done on September 3, 1936,

Statistics covering exports of wheat flour from the United States were not
broken down between flour wholly of United States wheat, and other than
wholly of United States wheat, prior to January 1, 1935, Ilowever, estimates
based upon shipments by leading ports and on representative flour prices indi-
cates that our shipments to Cuba of flour wholly of United States wheat totaled
about 215,000 barrels, valued at approximately $1,050,000, during the year
preceding the agreement, and increased to 235,000 bharrels, valued at $1,130,000, .
during the flrst year under the agreement. During the second year under the
agreement, according to our export statistics, shipments of such flour totaled
170,000 harrels, valued at $807,000. But for reduced supples of the types of
wheat commonly used in flour exported to Cuba, our exports of flour wholly
of United States wheat during the first agreement year would doubtless have
been larger. Further reductions in the supply, below domestic requirements
in the United States, during the second year were probably responsible for
the decline shown in comparison with the first agreement year.

Our exports to Cuba of flour other than wholly of United States wheat
are estimated at 602,000 barrels, valned at $2,542,000, during the preagreement
year, and 788,000 barrels, valued at $3,462,000, during the first year following
the agreement, while during the second agreement year the actual total was
886,000 barrels, valued at $4,151,000. :

Vegotables—~—Seasonal reductions in Cuban duties were obtained for white
potatoes from July through October and for onlons from the middle of June
to the middle of November of each year, the previous tariff treatment of these
products being beund for the remainder of the year, Exports of white pota-
toes to Cuba increased from 239,000 bushels, valued at $211,000, in the pre-
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agreement year to 994,000 bushels, valued at $571,000, in the frst agreement
year and to 850,000 bushels, valued at $516,000, in the second agreement year,
Onions showed increasing shipments from the United States by 8 million
pounds, or $245,000, during the firet year under the agreement and by 17
million pounds, or $348,000, during the second year as cowmpared 1o the last
preagreement year., Other fresh vegetables on which the existing Cuban duties
were bound showed increases of $55,000 in shipments during the second agree-
ment year over the preagreement period. Lesser increases were recorded in
the suleg to Cuba of dried beans, and of canned peas, corn, and asparagus, on
which the duties were also reduced.

Pruits—The principal advantage secured for fresh fruits, of which Cuba
has been n minor purchaser, was the binding agaiunst increase of the existing
duties. During the second agreement year our shipments of fresh apples in-
crensed by $59,000, of pears by $36,000, and of grapes by $38000 over the pre-
agreement year.  Following the reduction in the Cuban import doties on
canned fruits, shipments from the United States to that country inereased
during the first agreement year by $75,000, and during the second year by
more than $100,000, over the preagreement year. The prineipal fruils involved
were canned peaches and pears.

Miscelluncous food products.—Among nonagricultural food products, exports
of canued sardines, on which the Cuban duty was reduced, increased from
$71,000 during the preagrecment rear to $128,000 during the first agreement
year and to $231,000 during the second year.

NONARICULTURAL PRODUCTS

Cuba is primarily an agrienltural country, and, despite the important trade
in certain foodstuffs, nonagricultural items mnke up the greater part of the
total value of our exports to the island. "The Cuban-American trade agreement
directly affected several hundred commodities among our nonagricultural
exports to Cuba.  Many of our principal manufactured products were granted
reductions in duty by Cuba, usually with an inereased perceniage of tariff
prefercuce s for others, particularly raw materials and semimanufactured com-
modities, Cuba pledged continuation of existing tariff treatment. The aggre-
gale value of nonagricultural products sold by American producers tn (Cuba
during the seccond agreement year (September 1035 through August 1930)
totaled 49.3 million dollars, making an inerease of $22,000,000 over the last pre-
agreement year (September 1933 through Aungust 1934), and a further advance
over the level recovered during the flrst year under the agreement,

Automotive products—Among the industirial products granted duty redue-
tions of varying degree by Cuba, the largest gain to American trade in the
second sagreement year was recorded by automotive products, the exports of
which were bigher by 2% million dollars than during the last preagreement
year. Sales of passenger cars and chassis gained 1'% million dollars; motor
trucks and busses, $640,000; parts and aceessories, $166,000. The related prod-
nets of auntomobile tires and tubes recorded increased exports to Cuba by
$204,000, although not quite sustaining the increase during the fivst agreement
year, $231,000

Ricetrical uppnmlu&——"he revival in consumer purchases, following the
enlarged buying power created by the greater returns to Cuba from its snles
to the United States, which Iargely explning the striking increase in the nuto-
motive business, was further reflected In increased puvchase from the United
States of eleetrical npparatus.  Radio apparatus made the largest gain in this
group; shipments to Cuba from the United States during the second agreement
year inereasing by $687,000 over the preagreement year. Sales of American
elecirie refrigerators incrensed hy over $300,000 (houschold types by $267,000,
store types by $56,000) and parts for electric refrigerators by £62,000, Sales of
ineandescent light bulbs, on which the United States was given a marked
increase in the margin of preference, inereased by $36,000.

Machinery and other mctal products--1The move profitable operation of
Cuban industrics apparently made possible the purchase of new machinery,
equipment, and supplics, which is reflected in inereased shipments of these
classes of goods from the United States,  Sules of sugar-mill machinery alone
increased by $270,000 during the sccond agreement year, as compared with the
preagreement year. The sales of sewing machines for domestic and factory
use were greater by $150,000. Exports of textile machinery and parts gshowod
a smaller increase, of $§64,000. A large number of other types of machinery also
shared in the growih of United States exports to Cuba. On most classes of
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machinery from the United States the Cuban duties were reduced by the
agreement.

A varlety of metal products, on which duty reductions were granted, also
experienced Inrger shipments 1o Cuba,  In thig eategory, the prineipal increases
during the second agreement year ay compared with the last preagreement year
were in iron and steel bars, by $105,000; galvanized sheets, by $148,000; strue-
tural shapes, by $140,000; pipes and fittings, by $120,000; steam boliers, by
$74,000; moetal drums and containers, by $77,000; copper wire, by $111,000;
other wire and manufaetures, by $06,000; nails and bolts, by $70,000; and razor
blades, by $08,000. Xxports of barbed wire, on which Cuba assurved free entry
if for fences, showed nn incrense of $87,000. Shipments to Cuba of tin plate
and related products, not included among the agreement items, were greater by
$242,000 during 1935-30 than during 1033-34.

In the fleld of office equipment, the largest gain over the preagreement period
was recorded by typewriters and parts, the exporis of which incerensed by
more than $100,000 during the second agreement year. Smaller guing were
shown for other business npplinnees, fillng cabinets and the ke,

Teattles~—Sales of textile products of vartons kinds, for which Cuba had
been an Important market for American producers, showed marked recovery
in a number of items during the last 2 years, The lnrgest single gain was
recorded in the saleg of woven fabries of rayon, on which varying veductions in
duty for such American products were obtained from Cuba, The trade in-
creased from less than $200,000 during the last preagreement year to $620,000
Auring the first year after the agreement, and to over $2,000,000 during the
second yenv, On cotton and rayon mixtures, in chiel value of cotton, the
existing tariff rates were mostly bound agninst inerease,  Iere a more mod-
erate inerease in trade, of $208,000, took place during the second agreenoent yenr,

Of cotton piece goods ns a whole, excluding rayon mixtures, Cuban purchnses
from the United States were larger during this sccond agreement year by
about $600,000 than during the 12 month period preceding the agreement,  How-
ever, it 1s difflenlt to judge to what extent the duty reductions obtained on
most flne cotton fabries contributed toward this total increase in teade. 1t 19
not possible to isolate completely in the trade statisties the types of fabrles
upon which reductlons in dnties were obtained under the agreement, from
those on which the dutles were bound at thelr previous level® Morcover, a
factor which has materially influenced the mates of textiles in the Cuban
market since early 19306 is the Cuban legislation vestricting imports from a
number of foreign countries whichi had formerly been supplicrs of large
quantities of cotton and rayon plece goods to Cuba. o he conservative, there-
fore, all cotton fabries have been regarded, for the purposes of this study,
ag among the products from the United States on which the previons Cuban
tariff treatment was bound against fuerease, although that does not allow
f(Er hvni(-ﬂts recelved from the actual duaty reductions obtuined on eertain types
of tabrics,

However, it does seem significant that with the fwmprovemoent in general
purchasing power in Cuba under the operation of the trade agreement with
the United States, Cubang have been nble to increase thelr total volnme of
purchases of foreign textiles, with American producers as the principal bene-
fictarics, At the same thoe, the revival and extension of activity on the part
of the small Cuban cotton textile industry was reflected in an increase during
the gecond agreement year of $334,000 over the prearrangement year in the
importation from the United States of raw cotton, on which the nominal Cuban
duty was bound, .

Yarns of varfous kindg, on which Quba granted the United States increased
preferences, recorded substantinl gains during the scecond agreement year over
the last prengreement year; cotton yarns by $71000, rayon yarns by $245,000,
and silk yarus by $85,000. Shipments from the United States of cotton bHlankets,
on certain types of which the Cuban dutles were reduced, inerensed by $108,000.
Cotton bags, on which the previous duty was bound, recorded an increase of
$1€2,000. Cuban purchases of silk hoslory, alyo a duty reduction item, in-
creased to almost $100,000 during the second agreement year from $8,000 in
the preagreement year, Increases were shown for varlous other textile prod-
ucts, such ag absorbent cotton and knit wool wearing apparel.

* While, in genoral, reductlons in duty were obtained on most fabrics of closs con-
struction, the Cuban import classification of cotton textiles—on a combinatlon weave,
welght, and thread-count basis—does not rrelation with the trade-name

allow any co
clagsification in the United States export statlstics fvox' cotion textlles, which alone are
available in detail. ‘
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Leather and products~On certain types of leather from the Uunited States,
the Cuban dutles were reduced by the agreement; on others, the existing tavitt
creatment was bound against incresse. Among the reduction items, exports
of upper leather of varlous kinds increased during the second year by §833,000,
and those of patent upper leather by $74,000, as compared with {he preagree-
ment year. Among the types on which dutles were bound, shipments of cattle-
wide upper leather were higher by $155,000. Of lenther boots and shoes, also
a hound item, lmports revived from $43,000 during the preagreement year to
$147,000 durlag the first agreement year and to $306,000 during the second
agreement year.

Lumber, paper, and products~Cubn gonrvanteed under the agreement that
unplaned southern pine lamber, for which Cuba had been an important market
for Amerdean producers, would continue to be admitted duly-free from the
United States. The inerease in shipmentg of southern pine from the Unlted
Stotes, compuring fhe second agreement perfod with preagrecment year,
amounted to $450,000,  Smaller incereases were recorded for other kinds of
lumber, secondary in the Cuban trade, on which duty reductions were secured,

Material fncreases In sales to Cuba were recorded during the sccond year
ay compared with the preagreement year for boxboard, by $101,000; and for
bristol and miscellancous paperboards, by $1414,00; on both ot these the Coban
duties were reduced by the agreement.  Shipments of nladn writing paper, like-
wise a reduction ftem, increased by $14L000. Among the types of paper on
which Cuba undertook to maintain the existing favorable tariff treatment,
larger sales were recorded for newsprint (bound free if for newspapers), by
$74,000; uncouted hook paper (bound free it for magazines). by $79,000; sur-
face-contedd paper, by $09,000; and wrapping paper, other than kraft, by $63,000.

Nonmetallie mineral products.—Among tho glass products for which duty
reductions were obtained, a trade incrvease of $351,000 over the preagreenent
figure was recorded during the second agreement year for gluss coutalners,
and a smaller inerease of $94,000 for plain table glassware, Lxports of plate
and window glass, also duty-reduction items, were greater by $41,000 than
during the last preagrecment year.

Shipments to Cuba of bituminons conl, which continued duty-free under the
agreement, inereased during the second year hy $834 000 over the st year
bofore the agreement,  The existing Cuban tarilf treatment of petroleunm and
products thereof was assured against change without prior consultatim with
the United States, During this second year, purchases from the Unfted
States of crade petroleum nereased by $680,000: and of gasoline and other
light distillates by $055,000, The princlpal types of lubrfeating ofls recorded
n smaller increase of $114,000, Residual fuel oil showed a noticeable decline
of §302,000. The chaunges In the trade In petroleum items were partly ine
fluenced by the privilege, established in September 1035, of free entry for
easotine and lubricants for afreraft in infernational service, and by certain
shifts In the sources of supply of the Cuban market.

Chemiculs and related products——Among the Ameriean chemieal products
granted duty reductions hy Cuba, druggists’ nonproprietary prepavations (pills,
tablets, powders) durlng the second agreement year showed an increase in
exports of $1h2,000 over the last preagreement year. Smaller gains were
recorded for toilet preparations and for sonps. Proprietary preparations and
blotogics, on both of which the existing Cuban duties were bhound, likewise
recorded increased shipments during the sccond year by $156,000 and $72,000,
respeetively.  Shipments of ready-mixed paints, on which the dutics actually
payable were lowered by an adjustment secuved in the Cuban customs classi-
fleations, were greater by $104,000 than during the last preagreement year,
Smaller Increases in trade were recorded for other agreement items, such as
superphosphates, various sodium compounds, and dynamite,

Miscellaneous products~—Among the miscellaneous products on which duty
reductions were granted to the United States by Cuba, a trade increase of
nearly $100,000 was recorded during 1083-86 over 1038-84 for cigarettes; of
$111,000, for toys; and of $70,000, for unoxposed films and photographic paper,

PrINCIPAL, OHANGES IN QupaAN SArms 10 THE UNITED SrAree

'S“unar.-»Sugar has accounted for around three-fourths of the total value of
Cuban exports to the United States and to the world during rccent years. The
principal concession to that country by the United States in the trade agreement

(.
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was i the form of o redaetion e our duty on Cubin sagee wad, an enelioy
Indieated, by tar the largont Inereuse in Amerienn fmports from Gubn under the
agreemoent has beon fn rugne, Under the 'Paellt Act of 10830 the rate of duty on
CQubut P3° s way 2 conty per pound,  Thin vato was reduced to LB conts on
June 8, 134, by Prosidential proclunntion ander suthorlty of wection 834 of the
T Act. Under the trade ngreoment, offoctive September 3, 1034, the mte
wan further reduced to ninetenths of a cent per pound,

However, thin roduction wan aeconymuoled by quantitative resteletions on the
gmonnt of Cubin sugar and othor off shore sagae which wny be entered into the
Unitad Staten for consumption (n any one year, and Hhattations on the amonnt
of continental sugnre which way be trketed anountly. Phe annnal guotas to
Cubiy and: to other off xhore aveas are fixed by the Seeretary of Agrieulture undes
atthority of the dJones-Contlgin Aet (upproved May 0, 1034) and Publle Resolue
o 0D (approved June 10, 1034), and were baseld ovlginally on average tiiports
for consumption during the three most ropresentative yors of (he 1L
period, ndjusted (o consumption requiremonts of the continental Untted Stagen
after deducting the gquotay for gugat producesd In (he continentat Uodted States,

he revined gquotay for Cubnn sugat for the E34 wnd 1030 enlondare yours, In
torms of H0° raw value sugnr, wore 1R06,A82 short tons amd 1,822,000 khori tons,
respectively,  The oviglnnl 1936 quotn to Cuba wan fixed at 1LSO20TH shoet tony,
but was later vovired to 2008007 shovt tons, The upward vevislon In the UG
quotn to Cubi was due (o iherepsed contmption In the Unitod Btates amd to
the nnllvl}mtwl frinbility of certaln other nrean to 1 thele guotas,  Onr unnuad
fmports of sugar from Cuba, onoa WY raw value basts, doving the B yenvs Drom
1020 to 108%, nveraged 2472818 short tons, and duving the O yeaen Crom 1924
to 1028, averarod 3,480,120 short tons,

With the quantitative vestrietions on wugne Imports and with nereased con.
pmor theome In thiv conntry the prices recolved by smugnr producorn in the
United Staten have shown an fnerease sinee the Cubai oreenient heene
elfoctive,  The average wholeskale price of raw sgar, 160 contritupgad, on the
Now York mnrket for the 12 wmonths endigz Avgust 1088 was 3.0 conty per
pound, equivalent to an Inevease of approximately 18 poveent over the nayverage
of 3.2 conts during the 12 months (Repromber 1033 - August 1934)  nnnediately
precoding the agroomoent,  However, priees to consumers in the Voited Btates
did not Inerease In ke proportion  retatl priees In loading eftion of the Untted
Btates averaged 6,7 conts per pound during the 12 months onding Aupuse 1030,
only n mlght Anerense over the average of 066 conts per pound  dartug the
compurnble 12 months fmmedintely precoding the Cuboan agteement,

Duving the 12 monthe preceding the Cuban agreomoent  (Seplomber  H3-
August 1) our general {tmports of sugae from Cabn totaled 1,410,620 khort
tons, valued at $8RKIKL,0007 while tn (the 12 mont immedintely following the
ugrecment  (Neptember 34 Augast 1030)  they totaled 20680074 «hort (ann,
vitluedd e $O8,K16,000,  Tports of sagar for consumption from Cubn durlinge the
12 monthy preceding the agreement fotaled only LOE0 xhort tonn, vatued ot
F2E4HG.000, while tn the 12 montha fmmedintely tollowiug the apreenient (hey
reached ntotal of B37T4R20 short tons, voalued at $120,008,000,

The fgures for both of these perfods, whother coverbg genernd hmports or
fmports for conmumption, nre abnormnt,  In the enne of the figures covering
geneenl fmports, the guantitative Inerense fn the 12 monthe following the noee-
moent, over the like pertod preceding the agreement, wan made up in paet of
shipments of g feom Cabn to the Undted 8ater which wonld nornnlily have
heen nuude fn the enely months of 1L but which wore held baek untit the
antletpited reductions In doty ander seetton 380 of the Tavi® Aet aml undor
the {rnde agreomeoent - hoemne offcetivo,  The 0t geentor fnerense in importr
for consnmption during the 12 montha after the agreemoent, In eompailson to
anch fimports during the ke 12 monthe procedhne the ngreoment, followoed not,
oy the holding brek of shipments from Cuba, but the postponentent by fiee
porterd of the withdvawal from bonded senrehouser of sngne, ntrendy i the
Untted States, until after the duty vedonetionn heeame effective,

In ndditton, approgimntely foneAfthe of 1he 134 entendnre yenr vevised quotn
for Cubtnn xugar, which amounted fo 1800482 short ftons of H0° vaw vabhie
sy, woan filled dn the 4 montha (Hoptember-Docombor 10H8)  tmmedintely
followlug the conclusfon of the agreement,  On the other hand, the entive Calan
[

¢ Hugger I bhowded swareliouser (s alnsslitod ag o gonerl lmport and doed not uplwm' in
tiporets for consumption unill the daty Ia puld and the migay withiimwn by the fn-
porter, Phln aecaita for (he differencea in the figures velnting to gonoral imports nnd to
mporia for congmmption for the snimg preriods,
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quotn of 1L,R22500 short fonn for the calondnre yonr 1038 wan tied during the
fewt B monthe (Ianuney-Augunt) of thit yenr,  ‘Fhorefore, the tignres cover.
i timports for consumption dardng the 12 months hnmediately followlng the
nereoment  (Septomber 14 -August, HRG) reprosent the aperts of ahmost 2
entondnr yonrs' quotas of Caban suga,

The second 12-month perlod under the agreoment. (September T At
19303) ropresents o ntore novmanl pleture of the hmport teade in sugne ander the
Cubnu agreoment,  Duvlog (s pertod  genorat fmports of sugne from Cabi
totnled LI20U01 Mhort tons, valined ot $RAIGLO00, while tmporta for connumg-
tHon totaled 1,782,204 shioet tons, valued nt $REAOR000, A proviounly fndleated,
no HRD quota signe entered from Cabin nftor Angust R aud e lmports for
constmptlon during the Septombior 1038 August 36 pertod wore elnrgenble
(o the 16 quota, These figures covering iports do ot el themselves o
exnet comprrivon with the quotn figures, pelinartly due to the et that the
guotn figures are enleatanted onow D02 raw-vnine basis, while the fimport tigureas
reprosent imports of raw sugne of vieyiog degrees, nd well ad imports of diveet-
consumption sugne,  However, the Cabinn gy quoin for the enlendnr yentr
046, crdentated on a BU° raw-valuo basts, was approximntely 8§ poreent (iled
by the ond of Awgust 104,

The Ineveuse tn priees off vaw supne whileh Culmn growers and exporters hnve
obinined ar a resnlt of the reduction In the United Sintes duty, nud nuon resalt
of the smnll {nerewse I eawssugne prices on the New York mneket, ve also
heen factors of importanee in the erensed Bmport vidue of onr purelinses of
sughr from Cabi dn the 2 agreciient yonrs,  According to our import statistioy,
the value of Imports of wgne for consumptlon from Caba, fneluding both 1w
and divect-consmmption muaey, durlng the 12 monthin preceding (he sgreement
(Septomber 1938 August 1034) avernged approximately 120 centy per ponad,
During the dest 12 months followlng (ho agrevisent (Septembor (B3 - Ageast
) At avernged LTO conts per poind, and ducdng the second 12 monthy
(Neptember 10806 August. 1036)  H averaged 24 conts por pound, AN hiw
nirendy been ontihied, the improved returts (o the Cobih st fndustey hnve
boen reflectod fi our fnereaned exports to the talnad, Ineluding our exports of
sely important agrlenltueal commodition us lued, flour, nond rew,

Tabaveo and products, - Pobnevo, propondotantly of the eigar-tiler type, is
the second most importint Hem In our ageieattuend fmporte Prom Qubn on
whieh turel? reduetions were geanted,  he United Stites I8 the most important
mathet for Cuban lenf tobaceo, neconnting on o vatue basls for approxinmtoly
T1 pereent of Cyla'se tots] exports of anmnnufaetured tobnveo during the ¢
yours, 1R B Maueh of the Cuban elgne filter and serap tobieeo I8 used In
Blends with tUntted Sintos elgnr-lont tobneeo,

Lporta for consumption of Calmn tobneeo nnd tobineco products dueing ihe
T2 month perfod  preceding  the terde ngroend (Seplombor 1088 thirough
Augint 1034) woere equivatent to TRTHT000 pounds Cunstemmed basis), vaboed
nt $7.7020000, compared with ISBTL000 pounds (unstenimed badds), vilosd ot
FROH00.000, during e ttest yenr of the ngreement, and 20,100,000 potnds, vadned
ot FHU08,000, durlog the following 12 month perlod  (September 1930 {hrough
August BB Durbng the 6 yonrs, 1024 20 the annual fmports for Cuban
tolmeco (unntemmed awsta) ranged from 200502 000 (o 31000 poudn,

In order o snfeginred the domestie clgne-tobmeco-ndustment programs the
duty reductions an Cibinn fobaeeo awd tobueeo produets geanted in the teade
nureetment. wore contpled with o quota Hindting Baports from Cubae (o 18 pereent,
of the totnl quantity (onstemnied equivalent) of tobaeeo nsed in the doestie
minfnetnee off elgars duving the preceding entendiee yonr,  Thin quotn of 18
pereent vepresented the radto of tmporta of Caban tabneeo to the tolnd guantity
of tohneco (anstemniod basty) ased v the domoestle mnnutfneture of elgnen tn
reglatored fnetorten fn eontinentnl Unlted Btaten durlng the 10-year porfod
10 Caleulnted one this basls e guota for the enlendnr yenre 1984 wun
IRRAGRGE postnde Cansdemmed hiday and 20,000,825 potndy for 136,

The teade agreemoent stipalated thnt In caxe the Unbted Staten tobneso
wodnetionadjustment programa shonld he abandoned, on nottes to siuch offeet
neoue HMevretney off Agetenlture, the dutlter on Cabnn tobneeo wourld revert to
the higher preagreontent wtos,  Notieo (o thin effeot wan glven Maveh 1@, 1916,
thereby terminating the apptiention of the reduced vaton speeifiod e the ngree-
ments However, the tnte fo Cubn on eigarweapper tobneco (reprerenting loss
thun 2% pereent by value and 1 percent by volume of ont tolieco fliporis
from Cuba during 1020 to 1086) was unchanged nt this date, bat was redneed
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on July 1, 1036, on the basls of reductions granted in the Netherlands agree-
ment. Since the early part of 1986 lmports of Cuban tobacco have declined,
owing in part to the higher rates of duty in effect and in part to the abnormally
large shipments during October-November ® 1035 and January 1986, in anticipa-
tion of termination of the reduced duties,

Rum—~—O0Of Cuban products, other than sugar and tobacco, on which dutles into
the United States were reduced under the trade agreement, the lurgest incrense
in imports during both the first and second year of its operation was recorded
for rum. The sizable trade that developed during the preagreement year in
our purchases of Cuban rum, almost immediately upon the opening of the Amer-~
ican market to legal sales of Uguor, after vepeal of the prohibition amendment
became effective in December 19388, increased by more than oue-half million
dollars or 145,000 gallons during tho first agreement year, This level of
imports was slightly exceeded during the second agreement year. Following
the reduction in duty from $4 to $2.50 per gallon, the special types of rum
made in Cuba had an early opportunity to develop consumer preference in the
American market, This they were able {0 maintain and expand after the duty
on Cuban rum was reduced to $2 per gallon on the basis of the reduction by
one-half of the former rate of $6 per gallon on rum from Haitl and countries
other than Cuba, as of June 8, 1035 (the effective date of the ITaitian
agreement) .®

I'resh vegetables~—Among the secondary Cuban products on which the United
States duties were reduced under the agreement, frosh vegetables rauk next in
trade importance to rum. Taking account of the elimatie difference botween
the growlng seasons in Cuba and most of the United States, the reductions
were all on a seasonal basin~that is, the application of the lower import dutles
was limited In each case to the winter and spring months, during which ship-
ments to consuming centers in the Unlied Statey of similar domestic vegetables
are usnally lightest,  Shipments arriving before or after the specified perlods,
which vary somewhat for the different producets, continue to pay the full former
rates, The vegetables on which such seasonal duty reductions were granted
are, tomatoes, cgeplant, peppery, lima beans, white potatoces, okra, cucumbers,
and squash,

United States total importy of all fresh vegetables from Cubn {nereased from
under $300,000 during the 12 months preceding the agreement to nearly $1,200,-
000 during the flrst year, and to $1,300,000 durlng the second year under the
agrecment. ITowever, the year preceding the agreement (September to August
1938-34) was a perlod of rather light imports, Consequently the comparisons
probably show a somewhat larger increase than they would have if the S-year
period 1020-30 to 1983-34 were used. Further, the increase in the vegetable
fmports cannot all be aseribed {o the Cuban agreement since crop dnmage was
greater than usual to vegelable crops in the Unlted States durving 193-4-356,

Approximately four-ifths of the total imports of Cuban fresh vegetables into
the United States under the agreement entered during the limited mounths of
the duty concessions, as compared to three-fourths durlng the preagreement
year, The increased imports under the reduced duties appear largely as sup-
plementary to the domestic supply of fresh vegetables, during the winter nud
carly spring months, Almost every year frosts, winds, and excessive ruing
serlously reduce the sapply of one or more of the green winter vegetable crops
produced in the United Statoes,

Tomatoes have for some years been the lending CGuban vegetable finding a
ready market in the United States. The value of tomato imports from Cuba,
which amounted to $544,000 during the 12-month perlod preceding the agree-
ment, totaled $792,000 during the first agreement year and $748,000 during tho
second year, Of the Cuban tomatoes purchased by the United States during
the second agreement year, 82 percent entered during the concession perfod
(December through ¥February). In the preagrecment year, fmports were dis-
tributed over n much longer season, with only 64 percent of the total quantity
entering from December 1933 through February 1934, while 768 percent entered
during the corresponding period of the flrst agreoment year.,

A similar concentration of the mavketing season is indicated for eggplant
and cucumbers. In the case of eggplant, over 88 percent of the imporis during

5 In carly December the quota was exhausted,

o Yeparate statistics of importe of rum during recent yoars are avallable only since
May 1934, since which time also there have been two chunpizes in_clagsification and in
rates of duty. All these changes, taking plnce during the period followlng repeal, rendor
diffleult a precise measure of the cffects of the concession to Cuba.
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the second year took place durlng the concession season, as compared with 77
percent in the flrst agreement year and 76 percent prior {o the agreement. Of
the total imports of cucumbers from Cuba, 92 percent of the scecond year's
fmports came in during the concession period, which was higher than in eithor
of two previous 12-month poriods. Imports of eggplaunt during the sceond
agreemeny, year showed an inerease of $89,000 over the preagrecment year, while
importy of cucumbers were greater by $19,000,

The imporig of lima beans from Cuba did not inercase during the first year
under the agreement but were greater during the second year by $56,000 than
durlng the 12 months prior to the agrecemeni. Imports of peppers from Cuba
have been increasing under the agreement, by $56,000 during the flrst agree-
ment year and by $88,000 the second year. Conslderably more than 90 percent
of the total shipments to the United States of Quban peppers ond Hma beans in
cach of the 8 years were made durlng {he concession period,

United States purchases of Cuban okra during the second agreement year
incereased, by $15,000 over the first year, to $68,000, practicully all of which was
admitted durlng the 6-month concession season,

White potatoes represent the only item among the vegetables showlng enlarged
imports from Cuba (by $52,000 during the sccond agreement year) for which
the major portion of the Increase did not take place daring the mouths in which
the agreement reduction in duty applled. Only about one-third of the total
imports of potatoes during ench agreement year were admitted during the
concesslon pertod (December through February). This part of the imports
entered entirely or very largely durlng January and February and represented
potatoes from Cuba's first. winter erop which i ready for market by the begin-
ning of January. Cuba’s second crop renched the market ¢hiefly during April, in
which month two-{hirds of onr totnl purchases of Cuban potatoes were made in
the flrst year and onc-third in the second yenr, when almost 10 pereent of the
totnl entered as late as June owing to a favorable price situation. "The imports
of Cuban potatoes during the two agrecment years seem large by comparison
with the preagreement year, beense duving the preagreement yenr imports were
abnormally small, owing to reduced Cuban plantings following unfavorable
prices of the preceding season.”

Iresh and preserved frufts—Cuba has for many years been a supplier to the
Ameriean market of cerinln tropieal and subtropieal fruits and related products,
Materially inereased Imports, amounting to $281,000 more in the second agree-
ment yenr than in 103334, have been recorded by the principal items on which
United States import duties were reduced by the trade agreement, nnumely, fresh
and pregerved pineapples, grapefrult, and mango and guava paste and pulp.
Varying inereases in Ameriean purchases from Cuba #lso took place in bananas
and avocados, the free entry of which from Cuba was bouud,

Purchases of fresh pineapples from Cuba, the ‘principal sopplier of our duti-
able imports of pineapples, had fallen off considerably in the years before the
trade agreement reduced the import duty by 50 percent,  While recording only
n small gain during the flrst year under the agreement over the preagreement
period, an’increase of about $150,000 was shown during the sceond year, How-
e¢ver, the small gain in Untled States purchases during the first year is sig-
nificant since total export shipments of Cuban piueapples declined materinlly
in 1985 ag compared with 1934, owing to drought damage. The lavger fmporis
of Cuban fresh pineapples amounted to about onc-half of the quantities pur-
chased in the predepression years,

Cuba {8 a secondary source of supply of prepared oe preserved pineapple, the
duty-free shipments from Hawall constltuting by far the predominant gource of
United States supply. Only small inereases have occurred In the shipments of
such pineapple from Cuba under the agreement, and much of that is understood
to consist of pineapples in brine for further processing in this country,

Cuba has long been the chief forelgn source of fresh grapefrult. Tmports
from Cuba are equivalent, however, to only ahout 1 percent of total domestie
production and ¢o one-third or less of the shipments from Puerto Rico. The
supplementary supplies from Puerto Rico and Cuba are much smaller than
our exports of grapefruit,

Cuban grapefruit arrives principally during ihe 2 months of August and 8ep.
tember, for which months the import duty was cut in half under the trade

71t will be recalled that white potatoes from the United States were granted a dut;
et of Al Doigiocs hELe 1 Dok sgesment yaes b Besoia s
that of totgl Cuban shipments to tﬁe United States. you ™ soreral tiuief
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agreement, The coucession does not extend to October, when our domestic
crop beging its principal marketing senson. While our receipts of grapefruit
from I'uerto Rlco are also heavy In September, they have a much longer
marketing season, usually from May through October, than the Cuban grape-
frutt, Because the trade agreement became effective on September 3, 1034,
three Cuban grapefruit cerops have been affected by the seasonal concesston.
During the preagreement season, August-September 1033, Imports of Cuban
grapefruil amounted to about 80,000 boxes; and during the 1034 geason these
imports totaled 108,000 boxes, the bulk of which entered during Neptember,
within the pertod of the reduced duty. The imports during the second conves-
slon season, August--September 1930, were about 066,000 boxes; whereas durlng
the same months of 1086 they were 119,000 boxes. The fmports for the 1934
and 10386 seagons repregent more nearly normal purchases of Cuban grapefruit,
which averaged well over 100,000 boxes for the years 1920-32.  Tmports in 1033
were serlously curtalled ag a resnll of hurricanes, and {n 1936 the Cuban erop
was adversely affected by drought, and only comparatively limited quuntlities
of small-slzed grapefruit were ready for the American market duving the
concession geagon,

Imports of avoeados have long been supplied practically entively by Cuba,
and have been admitted free of duty from ahnt country for over 80 yenrs,
Such free entry was bound by the trade agreement; the Cuban Government,
however, agreeing on itg part to Hmit exportations to the United States (o the
months of June through September of cach year beginning with 1935, In
previous years, most of the imports from Cubn usunlly arrived in the months
indicated, with oceasionnl materinl shipments during Octobef. The agreement
fimport season shortens the perlod of competition in our muarkets between Cuban
avoeados and the early arvrivals of IPlorlda avoendos, which are marketed prin-
cipally in the fall and early winter monthy, The heavy marketings of Culi-
fornin avocados do not take place during the agreement period for Cuban
avocados but rather during the longer season from November through the
following May. Under the agrcement arrangement, Cuban avoeados have
cntered the Ameriean market to a value of $146,000 durlng the restricted
season of 1935, and a value of $103,000 in the 1036 seaxon, as compnred with
$110,000 in the entire 1034 season, Imports in the entive 1933 season were
$80,000, which figure was considerably below normal, due chiefly {o adverse
weather conditions in Cuba, In 1933, imports of avoeados from CGuba totaled
alightly more than § million pounds, as compared with about ¢ milon pounds
in each of the 8 previous years and with 6, 7, and 8% million pounds in 1034,
1016, and 1930, respectively,

Another tropleal fruit, bananas,, has long been on the United States free
Hsat and was 80 bound in the ngreements with Cuba and several other Latin
American countries. The United States i3 the greatest market In the world
for bananas, importing annually about 50,000,000 bunches valued at $26,000,-
000. The Caribbean area is the principal source of supply, with Cuba usually
contributing about § or 6 percent of our total jmports, Inereased buying in
Cuaba, due partly by the deslre of certain firms in the bnnana trade to have
additionnl sources of supply in case of small ¢rops in other arens, was a factor
in the inereased importations of 6.1 miitllon bunches from Cuba during the
first yoar of the agreement against 4.6 million bunches during the year preced-
ing the agreement, The value of imports durlng the fiest year under the
agreement inerensed by nearly a million dollars, in part as a result. of higher
average prices, Thig incrense was not sustalued during the second year, when
fmportations of Cuban bnuanas wero only one-hanlf milllon bunchey, or $167,000
greater than durlng 1933-84,  Shifts in the relatlve volume of purchases from
one source of supply to another ure understood to occur frequently In the
banana trade,

Oon mango and guava paste and pulp, minor but distinctive products of
Cubn and other tropieal areas, the United States duty was reduced by one-half,
Imports increased from $20,000 during the 12 months prior to the agreement
to $33,000 tho flest year, nnd to $56,000 Auring the second year under {he
agreement,

Molusscs and sirups—~-Sugarcane molasses and sirups are the most important
items among our imports from Cubn on which the existing tariff rates were
not reduced or bound in the agreement. Iowever, other influences operating
during the past 2 years bave brought about conslderable changes in the trade,
Imports of sugarcane molnsses and sirups are separated into two classifications
in our trade statisties: (1) Molasses not used for the extriaction of sugar or
for human consumption, and (2) molasses and sugar sirups, not specially pro-
vided for.
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Imports of the first class, the bulk of which is blackstrap molasses, showed
a marked incrense during 1934-85, from 119 million gallons (vilued at 3.2
million dollars) during the 12 months immediately preceding the agreement,
to 207 million gallons (valued at 9.2 milHon dollars). During the second year
under the agreement the fmports were somewhat smaller, 156 million gallons
(valued at 7.9 milllon dollurs), but still well above the corresponding pre-
agreement perlod.  Nonedible molasses is used mainly in the manufacture of
industrial aleohol and of beverage spirits. The repeal of prohibition in the
United States, coupled with the improvement in general economic conditions,
has stimulated importations during tho past 2 years, A wsecondary cnuse of
increased demand for nonedible molasses has heen the reduced supply of feed-
stuffs in the United States following the recent droughts. The rise in unit
value of fmports since the agreement is partly due to the importation of con-
stderable quantities of high-test blackstrap molasses for use in alcohol
production,

Imports from Cuba of molasses and sugar slrups, not specially provided for,
have fluctuated considerably during the periods under review, Importation
during the 12-month perfod preceding the agreement totaled 14,9 million gallons
(valued at 1.3 million dollars), deelined to 8.6 million gallons (valued at $000,-
000) during the flest agreement year, and rose to 12,7 mitlfon gallons (valued
at 1.4 million dollars) dorving the 12-month period ending August 1086. "These
figures do not lend themselves to accurate comparison, owing to the different
types of sirup products included in the statistieal class. Of the 14.9 million
gallons imported from Cuba during the preagreement year, npproximately 9.2
milllon gallons consisted of molasses for the extraction of sugar, The remain-
ing (.7 miltdon gallong consisted of invert cane slrups® On the other hand,
the Importations under this heading during the next 12-month period conslsted
entirely of invert cane sirups. During the second year under the agreement,
all but a small part of the increased importations consisted of invert sirups,

In order to protect the operations of the sugar quota system, it became neces-
sary to Hmit the Importantion of sirups and sugar mixtures which compete
with ordinary sugar, and quotas limiting such imports during the calendar year
1086 were announced by the Depariment of Agriculture on September 8, 1936,
The Cuban sirup quota for 1930, fixed at 7,037,453 gallons of 72 percent total
sugar content, has been filled. Any such products brought in for use as live-
stock feed or distillation, however, are exempted from the quotas,

Minoral products,—Resulting, in part, from the revival of industrial activity
in the United States ave the notable gaing in importations of four imetallie
ores, from Cuba during cither the first or second year under the agreement.
Practically the entire Cuban output of these ores has usually been shipped
to the United States. These products——iron ore and concentrates, manganese
ore, copper ore and concentrates, and chrome ore~—have long been fmported free
of duty from Cuba, and were o bound by the agreement. This group together
showed an aggregate increase in value of almost $700,000 during the first
agreement year compired with the preagreement pertod, but, owing to the
material decline in Imports of mangancse ore during the second agreement
year, the inerease for the group aggregated only $150,000 in 193686, In addi-
tlon to these duty-free metals, mention may also be made of asphaltum, on
which duty-free treatment was bound, Imports of asphaitum declined to one-
half of their preagreement flgure in the flrst year under the agreement but
recovered to approximately their former level in 1035-36.

Cuba has long furnished a portion of our supplementary imports of foreign
iron ore which are consumed largely by Atlantie seaboard plants. Our imports
of Cuban iron ore and concentrates are governed chiefly by the quality and cost
of the ore and upon frelght charges, Such imports doubled in quantity and
value during the second agreement year as compaved with the preagreement
period, after incrcasing from $318,000 in the preagreement year to $547,000
during the first year under the agreement,

A similar situation is presented in the case of chrome ore, for which we
are almost entively dependent upon ifmports. Cuba has for some yonrs
furnished comparntively limited amounts of a grade used largely for making
refractory brick and related products, as distingnished from the higher grades,
chiefly of Rhodesian ovigin, which are used for making chromium alloys and
the salts for chromium plating. Ymports of Cuban chrome ore during the first

8 Invert sirups, made from sugar and serving to a large extont as substitutes therefor,
are used principally in the ice cfeam, canning, brewing, and confectionery Indusgtries, and
for blending with other sirups and melasses in the preparation of table sirups. .
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agreement year Inercased by $87,000 ovor thoe proagrecment year, while the
imports in 1035-36 amounted to $248,000, or $33,000 more than in 1933-84.

The duty-free cntry of Cuban manganese ore, by virtue of the former recis
procity treaty, was continued under the trade agreement, Mangunese ore
with wore than 10-perecent mangunese content, imported froin all other coun-
trics, was dutinble under the Larlft Acet of 1930 ut 1 cent per pound of man-
gauese confent, untll this rate was reduced by one-half under the Brazilinn
tride agreement, effective January 1, 1086,  Imports of manganese ore from
Cuba during the first agreement year, recorded a galn of $§420,000 over the pre-
agreement period.  The lavge purchases of the first yenr, however, were fol-
lowed by a deeline during the second year, of $384,000 compared with 1033-34
1t should be noted that manganese imported from Guba in the prengreement
period represented purehases at least & or 6 thnes larger than those for
severnl years baek, which averaged loss than $100,000 annually,  In addls
tion, the very much turger shipments of slightly more than $1,000,000 during
the flrsl agrectient year appear as unusual, especinlly stnee they were prinel-
pully entered at a Gulf port, wherens lu most previous years the Cuban ore
entered chielly at Atlantic ports,  Durlng the second agrocment year, ship-
ments cnfering at the Atlantle ports practically disappeared and nuangunese
entries Into the Gull pore declued materinlly, 1t s reported that the prineipal
Cuban manganese ore-trentiug plant was in proeess of alteration during 1986,
and that production was cartailed pending the installntion of new machinery,
which partly explainy the reduced recend snipments to the United States,

Copper ores and concentrates have long been ot the American frec list,
the United States belng for years the largest world producer and consumer of
copper, besides having fuellities for smelting or refining additionnl lavge por-
tions of crude copper imported from other parts of the world,  Sluce Juaue 1932,
copper ores aud coneeutrates hive been subject generally 1o'a tax of 4 coeuts
a pound on {he copper content, mposed as a duty under the Revenue Act of
1932 and later extended by other leghsiatton,

The Cuban product, however, contiuned to be ndmitted free, by virtue of the
former vectprocily treaty, and such tux-free treatinent was bound by the trade
agreement.  The entire Cuban production of unmanufactured copper, chielly
in the form ot concentrates, is shipped to the United States and enters con-
sumption channels on the same basis as domestie copper,  Since the depression
year 1032, such imports have avernged less than 7,000 short tous of meiallie
copper, as compared with previous figures at least twice as large. Otler
foreign copper orves nnd concentrates have been imported sinee 1982 almost
exclusively for smelting ov reflning in bond for export. The lmproving gen-
erul economic conditions in the Unfted States have effeeied a substuntial rise in
the average value of our fmports of Cuban copper, from abont 4% cents per
pound during the preagreement year to 0 cents per pound In each of the 2
agreement years, thus resulting in an inerease in the value of the shipments
during the second year of $128,000 over 1083-34. But In terms of quantity our
imports of Cuban copper have decreased during both agreement years as com-
pared with the preagreement year.,

Miscelluncous products—~In (he miscetlancous eategory, comprising a few
secondury Cuban products affeeted by veduced dutles or receiving continved
free entry under the trade agreement, the lnerease in American purchases from
Cubn during the second year was almost $600,000 over (he total for the same
items during the prengreement year, with & net aggregate inerease one-half ay
large recorded for the fivgt ngreement year. ‘Uhe fndlvidual articele showing the
largest Inerease in both the flest and second agreement years, $186,000 and
$165,000, respectively, was henequen, a hard fiber not produced in the United
ftates and long on the free st Our fmports of heneguen, prineipally from
Mexico and only to a comparatively minor exient from Cuba, amount to & value
of several million dollarg annually, {he lnrgest part of which iy used in the
manufacture of binder twine, (Such twine is produeed also from imported
slsul and manila fibers.) Binder twine itself, also a froe-list item, recorded
the next largest gain, of $147,000, in the miscellnpeous group during (he sccond
agreement year. In both the preagreement and flrst agreement years, imports
of binder twine from Cuba amounted to about 6,000,000 pounds, but during the
latter they declined slightly in value, In tho second agreement ycar, as
already indicated, imports increased substantially both in quantity and value,
amounting to almost onc-half million dollars, a record dollar level for purchases
from Cuba. . . . .

Imports of crude glycerin from Cuba, which received a duty reduction, in-
creased by $92,000 during the second agrecement year over the eomparable pre-
agreement period. During the first year, when the imports were somewhat
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lavger in quantity than during the second. the increase In value over 1933-84
war sghtly less, or $83,000, The approximately 2,000,000 pounds of Cuban
crude glycerin purchased in each agreement year represent less than half of
our totnl Imports of this grade and are equivalent to less than 2 percent of
domestice production.

Sawed mahogany boards from Cubn were granted a 50-percent reduction in
both the Import duly and the himport tax under the Revenue Act of 1932, Imn-
ports of Cuban mahogany nffected by (he reducetion did not inevease until the
second agrecment. year, this $30,000 gain heing parvtly offset by n decline one-
half as Targe duving the flrst agreement year, Ouwr lmporis of Cuban snwed
mahogany hoards iu the gecond year amounted to 1,000,000 bonrd feet, the
Irgest flgure dn a deeade or morve,  'FPhe lavger imports of Cuban mahognuy
Boards, as well as of the duty-free 1ypes of mahogany lumber from all gources,
reficet an nereased current demand for mnhogaoy furniture and fixiares,

Iimports of sponges from Cuba in the second agreement, yenr showed an in-
erease of $70,000 over the preagreement year, due chicfly to higher prices,
whereas during the flest aercement yony our purchaees were Inrger In guantity
than In etther 1993-34 or 1035 36, During the fivst. ngrecment yepr purchases
incronsed by §31,000. Ctubn produces severat varieties of sponges, but our pur-
clinkes constst prinetpally of sheep's-wool spouges, the Kind preferved for wash-
ing nutomobiled, amd secondarvily of grass, yellow, and velvet sponges,  Of (hose
mentfoned, only the Infter type, velvet sponges, recelved o reduction in duty
under the agreement, the higher rate on Cuban sheep’s-wool sponges having heen
previously reduced by Presidentinl proclamation effeetive September 18, 1932,

The only othier Cuban product of uny appreeiable frade volume way erndoe
heeswax, which was bound duty-free,  United States importy of this produet
from Cubn in eack of {he agreement yenres woere rger by almost $25.000 than
fin the 12 months preceding the agreement,

Taste 1.—Total value of United States trade with Quba by montha, Septem-
ber 1932 through August 1936
[Caban-Ameriean (rade agreement. heeame effective on Sept, 3, 1034]
[I*housands of dollars]

September to August, Inclusive

Before agreerment Aftor ngrooment

1032-33 | 1033-34 | 1034-35 | 1935-30

Imports from Cuba:!

September.. s . 5,128 18,440 23,472 4,699
October - 4,300 15,005 10,001 3,701
November... 3,704 15,212 928 2,600

g
DOCOIMDOL  aams i mema s msim e nina 3,807 | 93,842 12, 302 3,031
Janury. 3, 350 3,407 9, 600 14,714
FODIUATY e nnannrianancnasnunammnnunans 2,304 2, 853 8, 42 14, 634
Mareh. h—e— 4,420 2,670 9, 388 12,034
]:uvl‘ll aevasmwcmeenanetnnaneana. b, 401 2, 563 11, 100 14, 540

ay. seeasaasunnn b, 344 3,188 11, U4 13, 490
Juno, o — 4, 034 3, 284 10, A4 14,82
July. cannann 5,050 3,115 14,972 10, 267
AUgiSt e wae 5, 870 4, 047 25, 271 5,068

Total for 12 months ending ANEUS e mvuereuvvnnnvunnunana| B4, A13 48,30 | 151,013 116,176

Exports to Cuba of United States merchatdise:

Soptember. O Ak YR e AR R R NAs Y 1,527 1, 807 4, 208 4,728
October,... v runaassnncs 1,084 1,623 4,702 0,768
NOVEmMbOr. coceiacensncacinnmacnnnnan 1,763 1,083 4,170 B, GRO
L T . 2,184 2,138 4,191 6, 130
IONUATY et v mnmamana s mannsm s nsanannnsmenn wamumenon . 1,804 2,274 4, 860 5,007
TPODTUALY e e vsmnnnannrnrnnemennnnasanmomansosmmoansnasannin 1,008 2,660 4, 446 5,219
March, covnnveanannn neaEmasmsmaanes A konn AR an o aaana o 2,082 4, 480 4, 940 0,448
ﬁprll 2,204 4, 206 4, 488 5,602

ay 2,178 4, 0% 4, 040 5813

2,812 3,088 8,280 )
. 1, 837 3,177 4,702 4,775

Potal for 12 months ending August 24,071 34,008 56,812 03, 525

1 Genoral imports through August 1933, Tmports for consumnption heginnlug September 1933,

# Theso figures ropresent the aggrogate value of Imports for consumption from Cuba as complled from
reoords lg Individual products which are avallable in Statistical Section, U, 8, Tarift Commission, Wagh.
ington, D, O. Other data from Records of Division of Forelgn Trade Statistics, Burcau of Foroian and
Domestie Commeroe, U, 8. Dopartment of Commerce, Washington, D. O,

e
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Tapre 2.—Total value of Ouban trade with United Btates by months, Septem-
ber 1933 to August 1936, inclusive; Cubun agreement effective Scpt. 3, 1934

['Thousands of dollars !]
September to August,
inclusive
Before After agresment
agroe:
ment,
1933-34 | 1034-35 | 1035-36
Imports from United States:
Heplomber.. e venu. 1,714 3, 678 4,180
OCLODE e ae et simvemmrmnamnnasasesnnvoamsnanatn——eneannnaen——— l, 520 4,002
N b 1,763 4, 401 8,216
) b , V36 3, 690 )
January. . 2,302 4,120 3
‘obruar, wanmemvm e ———— , 300 4, 200 )y
March 3,441 4,065 , 754
April 4,073 4,808 , 300
ay 4, 130 4, 592 , 587
JUNC.uuenvnnanermnranaras - 3,032 4,704 , 242
uly.. 3, 100 4,158 X
August. .. 2,718 4,906 4, 206
Total for 12 months ending August. .. 32, 198 52,413 02,202
Exports to United States:
S 0,418 8,600 , 238
ctober . , 888 6, 886 ), 784
N 8,803 12,762 051
ber... 3, 578 13,800 4,921
JODUBEY « o 4 e e e 8 e e e mm et 4,323 1,88 8, 692
Februar, 5,821 0, 348 18,161
- 5, 106 12,940 12,911
468 2,876 14,421
, 843 11,761 17,160
6, 140 9, 891 11,918
July. 4, 685 16,183 , 418
August. . . 7,828 16, 676 , 051
Total for 12 months ending August... 62,876 | 126,000 108,728

1 Pagos converted into dollars ut the average of monthly exchange rates as follows;
Soptember 1033 to August 1034: 1 peso=$0.99047,
Beptomber 1934 to Augnst 1035: 1 peso=$0. 99919,
8eplomber 1936 to August 1930: 1 peso=$0.00911,

Bource: Uncouverted o value of Cuban {mports from Office of Director General of Statistic
‘I'teasury Department, Gubsn Government.




Tasre 3.—3Summary of changes in United States exports to Cuba, during first and second year under agr ¢, by principal dities,

{4

classified according to treatment under the Cuban- American agreement

f th o 3 b

uet for which the value of exports to Cuba was greater then $50,000 during 1935, in addition to many of the products shipped in smaller value to Cuba during 1935.
{Products constituting cver 80 percent of the total United States exports to Cubs, in the period from September 1935 to August 193 inclusive, have been surveyed and classified.)
‘This means, th that some 3 on which i0DS were obtained and which were exported to Cuba i small vaiue in 1935 have not been tabulated

{Value in thousands of dollars}

_Quanﬁty Value
September to August, inclusive September to August, inclasive Arount of change
Tnit Before After agreement Before After agreement 1934-35
1953-34 over over
198334 | jgpeas | mss36 193435 | 1355 | 1533 | 193
Total exports to Caba of United States & ic mer- 34,993 55,312 63, 525 +20,319 +28, 532
chandise.
Cetumodities on which Cuba d daty reducti 12,916 25,450 27,499 1 412,534 +14,583
and/or inereased preferences total: !
* Lard incloding neatrallard . _.__________________ 16,901 32,583 23,386 1,086 3,29 2,792 +2,20 +1.72%
Bwiggi ggredmhams and shoulders, and other pork, 8,734 10, 600 5,000 04 1,305 856 +601 +152
or A
illed rice, including hrown 1,000 pounds. 71 36,262 31,049 2 G 842 -+978 +841
Wheat flour, wholly of United States wheat..._.__.| Barrel (196 pounds)_._..} 2215000 { 2235000 69, 555 11,050 31,130 807 +30 —243
Malt Bushel (3¢ pounds)_.._| 105,003 31,110 70 117 37 @ ~80 ~117
Qats and 1,000 pounds_. ... 3% 637 3,106 19 32 62 +13
‘White pot s B 238, 967 993, 618 855,836 21 571 516 +360 +305
Onionss_._ 4,110 12,873 21,769 52 27 +245 +348
ied beans. 2,213 1,54 4,685 e d 70 132 -7 +55
Canned corn, end peas. 70 204 10 7 35 7 5
Canned pesches, pears, and fraits for salads_ 520 L3z 1,772 38 113 145 +75 +107
Cottonseed ofl, crude and refined ... _____ 8,917 1,275 49 352 g5 8 —257 —346
) oil_ 378 L9227 2,587 12 Lo 152 +85 +133
Other edible vegetable, oils and fats 165 13 ™ 10 1 67 4 +57
cocomnt oil and cocos butter.
= Coconut ofl, inedible. 804 Lem 2,614 b1 &3 109 +38 +84
. ‘Footnpteszt end of table.
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Fazre 3.—8 y of ¢k in United Stales exports to Cuba, during first and second year under agr ¢, by principal dities,
classified according to treatment under the Cuban-American agreement—Contirued
[Value in thousands of dollars}
Quantity Value
ber to August, in ber to August, inclusive | Amount of change
Toit Before . After agreement Before . After agreement 1934-35 1935-36
agreement 1933-34 over over
103334 | 193635 | 193536 93435 | 1ge5-35 | 1933 | 193334
Commodities oo which Cubs granted daty reductions
incregsed ere: i
Other inedible d oils and fat: ing lin- 389 1,085 3,377 13 34 164 +151
seed oil and vegetabls soap stoek.
- cottonseed and other oileake meal _______! 1,109 788 2,474 = 30 77
Canned L3 2,347 4,479 7L 18 231 +160
- -Ci 9,470 , 097 507 15 o1 17 ]
Um;wher except cattle grain, side upper | 1,000 square feet .. __ 320 4,530 5,958 550 765 +333
Patent upper leather 1,000 square feet........_| ket 1,661 1,252 18 157 192 +74
Absorbent cotton, gauze and sterilized band 1,000 pounds. 336 495 491 117 174 i66 +49
Cotton yarn, not combed, memerwedand not mer- § 1,000 pounds. ... 2,138 2,643 2,310 kerd 926 848 +71
Catton biankstss_ 1,000 pounds 18 107 225 9 55 uy s
Rayon yarn.. 1,000 pounds. 365 841 844 21 374 478 T 4245
Rayon woven fabrics in the piece, other t.hanpue_“ 1,000 square yards._.._ 450 2,418 7,791 157 620 2,088 . 1
Xuit wool ‘wearing apparel, except bathi its. L 21 63 +58
Silk tram, organzine, hard twists, and spus ulk.__ 1,000 L . 25 49 61 4“4 86 29 +85
Silk hosiery. -1 Dozen pairs. 710 13,938 24,429 3 55 96 93
BoxMani (pspe:board and strawboard) 1,000 pound 2,434 8,408 7,035 56 201 157 5 i ]
bristolboard and other paperboard.._____} 1,000 pounds._._._____ 2,236 7,39 6,256 90 224 231 +141
‘Writing paper, plain 1,000 pounds. 3,228 4,487 6,228 163 237 310 +141
Glass 361 3 T2 +351
é: plain 91 175 185 +94
Plate and window glass. 42 68 = +41
Iron and steel bars 1,000 pounds. 1,302 8§, 630 7.061L 33 148 138 +165
Irunapdt:tdea! plates, other than boiler plates, not | 1,000 poands._ .. _ 1,773 4, 506 , 182 32 82 83 +56
Iron Buds&ee!&hee{%, Ivanized 1,000 dS oo 8,021 064 11.908 238 357 384 +121 +148
Inm and steel structural shapes and not To‘jpoun 671 2,428 4,461 23 2 iy 64 +H9
Tnbing, pipe sud fittings of iron and steel.. ._.___{ 1,000 pounds.____._.._ 5,033 9,520 8,047 218 435 343 +216 +128
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Toctuotesat end of tabls.

|

W‘::a and manufsctures, excepting barbed-wire 1,000 peunds.. . ______! 4,042 5,439 8,075 22 2287 318 +65 +98
WOveR-wire
Nails and boits (aezpt mﬂm&i}-_m..--_.-____ 1,000 8,581 8,923 7,849 248 346 318 -8 +70
Bteel safety-razor blades. 1,000 355 330 L 248 12 71 80 +53 +68
Metal drums and eontairers for oil, gas, and other 38 160 115 -+62 +77
Copper wire, bare or except tel 1,000 pounds. 736 1,134 1,394 hiss 181 + +111
Incandescent light bulbs, metsl Slaments.________ ‘Thousan@-..o_...._. 414 L35 1,580 48 158 33 111 +85
Watt-hour and other measuring meters._________| Number.____________| [ 15,204 14,839 i -57 -55 +56 +5¢
Radio 402 799 959 +3188 +387
Electric refrigerators, b cid Namb a7 1,863 3.821 83 186 330 —+97 +2567
Electric refrigerators, eommereial np to 1 ton_-.___| Number.__.._._._... 18 317 456 12 2 [ +30 +58
’ar‘~ for electric ref: 21 64 83 52

Passenger cars anid chassis KNuamber 779 2,763 3,047 533 1,662 2,017 +L123 +1L.48%

&{oeoz m:cks. busses, and chassis. N 9867 228 2,103 556 L3 1198 647 +540
! parts and (except tires and 312 481 48 168 +166
eminm .
Antomobile casings snd inner tubes. Th d 103 128 1 4853 718 692 +21 +204
Snagar- higery Ly 20 340 +19%0 +270
Sewing machines, domestic and faetory, and parts. 60 192 210 +132 +15
Textile y and parts. - B 183 218 27 +52 +61
'E‘vpewmers and nm's 53 1% 139 =143 +106
Sheetmem bi ﬁhngm' Number_ _ . 8 1,326 1.950 2 3n 43 +28 41t
,,,,,,, by 3 il +32 +52
Stg:. bommambes (square feet heating sur- | Square feet..........._ 1,800 10.836 24575 4 25 3 23 A
i ietary i ineluding J— 28 365 200 +128 +152
tablets, pilis, D and similar £ .
Ready mited Paints, stains, and A 1,000 zallons 51 1 jlire 91 188 195 +57 +104
Scap, exeepiinz medicated and laundry. 1,000 pounds 266 432 300 34 51 +17 +28
Tollet prep 32 5 91 +27 +59
T films and ph i paper. 92 192 162 +100 +70
X A R S I - - 10 95 151 35 +111
3 i . - 1,000 pounds.._.______ 170 3 513 22 51 £ +19 +47
0@3 prodacts on which 9nbs gracted duty re- - L8 2,913 2,885 +1. 135 L U7
(% 4 3
Commedities on which Cuba bound the existing tariff 13,456 16,22 22,417 +3,731 +6,921
treatment, total ?
‘Wheat flour, other than whofly of Urited States | Barrels (196 pounds)_.| 602,000 *738,006 834, 637 92 542 3,452 4.151 +920 +1,609
wheat.
Biscaits and crack 1,000 pounds. 247 267 478 13 51 102 +6 +57
?xgg vegeiables other than white potatoes and | 1,000 pounds ... ... 32 52 87 +20 +355
onions.

Dpies, fresh 39,443 60, 249 83, 556 63 iz 127 +39 +59
Grapes, fresh 1,09 1,839 1,927 44 3 82 +29 +38
Pears, fresh 477 816 1, 122 24 46 60 +22 +36
Edible tallow and stearip 5,273 202 243 19 44 —224 ~199

Inedible tallow and other animal greases and fats__| 1,000 11,617 3,930 Lﬁ 374 8 —167 -318
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TAm 3-—Summary of ckmges in United Stales exporiz to Cuba, during first and second year under agreemem by principal commodities, ;
classified according ic treatment under the Cuban-American agreemeni—Continu o
{Vaige in thousands of dollars}
uantity Value :

. Q ﬂ

to Angust, inclust to August, inclast Amount of change =

2

Unit Before After agreament Belore After agreemant 1934-35 E

ag 1933-34 over over g

19534 | ygaeas | 10353 108435 | 19s5s | 193334 | 1% -

<

Commodities cn which Cuba bound the existing =]

Vegetabie sqap stock. 3,013 5,910 5, 541 83 189 108 4108 +115 g

Cattle side upper leather, grain_________ 1177777 685 2, 061 1,627 116 29 b7 +173 + =4

mbﬁmﬂm for men and boys and for | Pairs, 18,483 7L117 160, 233 43 157 306 +114 +263 g

women aRg misses.

Rabber belts, belting, hose, and packing. __._._.__ l,mopaunds......-..-. 23 438 485 8 13 178 + 495

Ravm ,m) pounds___ 43 83 2,587 ] 120 34 4114 +3 g
pounds___ 574 509 728 180 179 22 —1 +45

cmamuw S l,wesquareyuds . 1155 1,121 234 bed %6 +42 g
1,000 square yards_ ... 5,804 4,811 1,889 383 323 45 -54 -8

- satoens, atsd sbeatmg mdnr 40 mwes wide. it =
Cotton eloth, 1,000 squars yar 10,683 |' 12,907 14,916 1,007 1,148 1,327 +138 +320

Cott. 000 SqUAre yarc , 538 87,335 40,924 3923 3,851 4,383 ~72 +60 B

yard 3,37 2,904 5,984 355 293 585 —62 +B 2

1,000 square yard 319 464 11 31 53 110 22 +n =

: ,000 Square yars 438 S04 720 12 228 187 +114 +5 g

,600 square 919 860 662 119 107 94 -12 -2 3

. 1,000 square yard 6,054 5,038 5,727 788 96 850 -8 m 8

-~ @ and 1,000 square yard 5,108 6,241 4,046 453 24 345 +71 -8 =

Voiles. 1,000 square yard 1,675 1,118 1,018 173 101 91 —72 -2 2

mmmm:xmmmpe l,mrl}sqnmrym 3,158 350 3,351 358 28 406 ~7 +7 &

- Other fabrics, less than 73 yards per | 1,000 square yards...... 4,58 4,141 4,638 85 47 488 —58 +3 §
pioe&dy«‘ fabrics, 5 aad more yards per | 1,000 squdre yards. ... 9,000 10,448 10,706 m 827 81 +116 +170
N picce-dyed fabrics less thar 5 yards per l,ansquar?ya:dts ..... 2,2n L8 2,071 254 186 223 ] -3
other fabries ... _— 668 879 120 -3 +35 +2
yandyed zﬁ - 1,760 2.012 2,390 510 550 672 440 +162
Catton Tsyon mirtures (of chief value cotton) | £,000 square yards ___ 1,549 “56 135 264 +7 +28
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Boards, planks, and scantlings of rough and dressed 82 980 +202
Southern pine !
Newsprint paper 1. 140 137 +27
Beok paper, not coated 1 267 26 +110
‘Wrapping paper except Kraft (] 321 +401
Sorface’ paper. 138 .12 465
Bituminous coal 1. 1,345 1,305 +54
Crude (&) kit 64
Gss:éi'm, naphths, and other finished light pre %% 1,867 +84
S
Residual foel of 365 159 —6
Labrieating oil, cylinder, red and paie. z- 40 330 174
Barbed wire (bound free if for fences)_..______ - 21 212 +86
i VBB
Sodiam ds ineludiag sods ash, sal % § e 647 +51
and caustic soda. F % -
et Do aets on which Guba bouad e L Li%| i
on which Cuba bouns Y 5 +
maé»t:gatment %
I?&ng eommiodities on which no change was 2,525 2,761 4704
Herses other than for breedi 28 a7 +27
. Gumresin .- 147 146 +27
. or mixeqd perfame-favi 52 62 +46
Cotton sewing thread. 50 3 +25
Wool cloih and dress goods. Q 9% 46
Broad silk fabrics. 78 +32
N e aes o s and -3 » e
- Vencer ages
Tin plate, $aggers’ in, and la L] 764 +177
"N ietary iste’ preparations other than 18 243 +97
tablets, pills, pos and similar manufactares. i
Housshold and i i ides and exter- 41 57 +18
Nitrogenous phospbate types, Grated chem- “ % 33
ical fertilizers. i} +
Machine guns snd heavy ordnance guns and car- 101 = -3
Ammunition, ineluding Areworks 18 308 a3 +169
Other dities 18. 8116 10,848 43,350

- Footnotes for tabis 3 on pege 154.

.- ., ST .. F]

€91



(Footnotes for tabie 3.)

! The preducts contained in this total do not comprise the entire list of products on which Cuba ted duty red or i d preferences. See headrote for forther dis-
eussion.
¢ Estimates based upon shipments by leading ports and on regreseatative flour prices. No separation in United States export statistics, prior to Jan. 1, 1935, between wheat floar
milled wholly of United States wheat and wheat flour milled in the Uaited States, other than wholly of United States wheat. Exports of whest flour milled in United States,
othe’z {hzntghoﬂy of Gnited States wheat are lisied among the commodities on which Cuba bound the existing tariff treatment.
ss than $500.

¢ Thereduction in Cuban duty on white potatoes applies oniy during the period from July 1 through Get.31. Theexisting Caban duty was bound for the remainder of the year.

sThereduction in Cuban duty on onions spplies only during the period from Jureibthrough Nov. 14. Theexisting Cuban duty was bound for the remainder of the year.

& The reductior in duty on cotton biankets applies only te “*nappead fabrics in blankets for beds, steamer rugs, or blankets used ¢S wearing apparel; in white, dyed a single
eolor, of printed on white or unbleached materiai.” ) )

i The reduction in Cuban duty app.ied onlv to ready-mixed paints and enamels which nrobabiy constituted the bulk of United States exnorts to Cuba nnder this catezory.

& The products contained in this total do not comprise the entire list of products on which Cuba bound the existing tariff treatment. See headnote for further discussion.

¢ Estimates based upon shi by leading ports and on representative fiour prices. (See footnote 2) Exports of all wheat four actually totaled 817,428 barrels, valued at
$3,592,202 in 1633-34, and 973,378 barzels, valued at $4,561,950, in 1934-35. . o ) X )

© Although in general reductions in Cubar duties were obtained on most fabrics of close construction, it is not ble to isolate v these prod: Since the Cuban
import classification of cotton textiles—on a combination weave, weight, and thread-count basis—does not allow any correlation with the trade-nama classification in the United States
export statisties, these products, $o be conservative, have all beer regarded as bound items.

4 Bound at existing {ree rate of duty.

4 Free of duty if for newspapers,

 Free of duty if for magazines,

1 Amounted to $318. . . A ) o

18 4 reduction i Cuban duty was cbtained for “empty cartridge shells for hunting arms and percussion caps therefor” which are included in this class.

¥ Includes, in addition to other nonagreement commedities from those listed above, exports of noncommercial products such as homsehold and persoral effects and exports of
agreement items which either were individually smsll (at least less than $30,000) or were in miscellaneous classifications, impossible of ailocation.

Source: Compilation from Records of the Division of Foreign Trade Siatistics, Bureau of Foreign and Dam&ﬁq Commerce, U, S. Department of Commerce, Washington, D. C
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TasLE 4&—Summary of changes in United States smports for consumpiion from Cube,

cipal commaodities,

[Value in thousands of dollars}

during first and second year,
classified according to irea’ment under the Cuban-American agreement

under agreement, by prin-

Qusntity Value
September o August, inclusive September to August, inclusive Amoun! of change
Uit Before After agreement Before After sgreement 183435 1935-36
g agreement, over over
1933-34 1034-35 1035-36 1933-34 1934-35 1935-36 1933-34 1933-34
Total imports for consumption from Cuba... 48.306 151,013 115,176 | +102, 707 166, 870
Cuban eommodities on which United States duties 37,428 133,015 98,375 -1-95, 586 60, 946
were reduced (inclndes also sorze prineipal products
for which oniy relatively exact comparable data were
_ available for the 1933-34 peried), total.
Cane sugar. Ton (2,000 pounds)....; 1,043,340 | 3,374,820 | 1,732,274 26, 946 120,698 84,403 -+93,752 ~+57, 457
Tobaceo snd manufactures, total 1. _______________ 1,000 pounds (un- 16,757 18, 57 20, 1 7,762 §, 500 9,698 +738 +1,936
stemmed basis).
Cigar wrapper, 1,000 pounds..._._.... 118 94 125 407 325 448 —81 +41
Cigar filler, 1,000 pounds 4,329 4,725 4,912 1,992 2,188 2,41 —i9% +449
Cigar filler, d 1,000 pounds. 6, 566 7,352 7,938 4,448 4,798 5,492 +350 +1,044
Scrap tobacco. 1,000 pound: 2,657 940 3,308 664 825 945 “+161 +282
Ci and ch 1,00 pound 33 50 64 251 383 371 +112 -+120
Rum, not elsewhere specified, total________.______ 1,000 proof gallons.._._ 194 339 351 900 1,481 1,535 -+581 -+636
Rum in containers holding 1 galion or less 2....{ 1,000 preof gallons. & 338 351 ® 1,475 1,536
Rum, not elsewhere specified 4. .. .oo.ooooo. 1,600 proof gallons_ o] 1 ® ® 6 ®
Fresh vegetables, total: &
Vesr. 39,537 58,818 67,215 84 3L,17i 1,262 +387 +3
Lower duty season 7. 27,838 44,955 55, 803 376 920 1,086 +344 +510
Tomatoes: )
Full year. 28,918 41,633 42,471 54 792 748 -+248 +204
December through February, lower duty 18, 3 31,002 34,773 363 607 621 —+! +258
season. . .
Eggpiant:
11 year. , 625 4,821 7,935 7 100 182 +2 —+8&9
December througk March, lower duty 2,713 , 729 7,011 55 78 143 +22 +88
56850

{Foofnotes at end of table)
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TaBLe 4—Summary of changes in Uniled States imporis for consumption from Cuba, during firsi and second year,

cipal commodities, classified according to treatm

under agreement, by prin-

ent under the Cuban-American ggreemeni—Continued

{Value in thousands of dollars}
Quantity Value
to August, inch to August, incl Amount of changs
Unit Before After agresment Befors After agresment 163435 1935-35
£ over over
SEE L wgeegs | omsss | 993 | sy | owessas | 1B | 193
- Cuban commodities on which United States duties
* were reduced (includes also some principal products
for whichonly relatively exact comparable data were
svailable for the 1633-34 period).—Cont.
Fresh vegetables—Continued.
Lim3 beans:
Fuol year. .. 1,006 pounds. ... -- 3,615 3, 583 5,696 96 84 152 -2 +56
Decamber through May, lower duty sea- | 1,006 pounds. ... 3,430 3,360 5,240 ” 8 140 —4 +48
son.
Peppers:
%&ﬂ year. 1,000 pound 1,761 4,300 5,768 39 95 127 +56 +83 -
w m}anuarvm:gmugh April, lower duty season_| 1,000 pounds. 1,711 4,146 5,542 3B 92 122 +54 +84
ite 3
year. 157 2,208 2,886 2 4 5 42 +52
December through Febrnary. lower duty 157 764 968 2 15 15 +13 +13
season.
Cucumbers: -
Full year. . oo oo oo 1 1,461 2,270 2,459 30 46 49 +16 +19
December through February, lower guty L2n 1,954 2,270 2% 40 45 +14 +19
season.
Cuban commodities on which United States duties
were reduced—Continued.

Frait, total 841 - 907 1,122 66 +281
Grapefroii 8. 3,861 6,295 8,162 69 162 138 +33 469
Pinsappies, fresh 661 674 28 +13 +157

i les, p g or preserved 1,687 1,698 1,985 85 9 110 +9 +25
Other froit pastes and pulp, total__ 478 668 1,074 2 37 56 +11 +30
Manlgo 'pestes and pulp, and gueva (@) 604 1,068 [ k3 55

puip.

Other fruit pastesand pulp . _. ()] 64 [ (L)) 4 1 -

Mab sawed. 874 632 1,053 64 49 3 ~15 +30

9¢
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Crade i 1,000 pounds..eemenn--] 1,58 2,081 2,062 101 184 13 +83 +92
Other commodities on which United 8tates duties 31 25 37 -8 +6
wege reduced
Commggtaia% bound at the existing free entry from 4,956 8,722 6,109 +1,766 +1,18
Iron ore and ates, Ton. 132,500 233,010 267, 560 318 547 690 +229 -+372
M ore. 49,796 69,052 20,008 628 1,049 245 + —384
Chrome ore or 131,048 19, 14,403 210 207 243 +87
Copper ore and 16,311 11,618 14,573 746 87 874 —43 +128
Asphaltam_ 6,380 3,188 6,039 i 60 s —61 -5
Binding twine__ 5,894 6,003 7,718 349 331 496 —IR +147
1,975 & 135 129 313 294 +186 +165
erude. 4“2 533 82 105 106 +23 +24
B 4,464 6,115 4,938 1,830 2,702 2,207 4962 4467
dos 3% ... 5,713 6,208 8,816 102 127 192 +25 450
Osher eommadities bound free when imp 449 402 556 —~38 +116
_from Cuba.
dities, total 4,756 10,350 9,367 +85, 504 “+4.811
Molasses not for human 1,000 gallons. 118,918 208, 583 156, 447 3,161 9.162 7,804 +6, 031 +4, 733
Sponges simpswool elvet, yellow and i;&mo ey o &% ]2’?0 1'%4 gg 1.332? e ]
3 velvet, yellow and grass.....} 1,000 pounds. ... ...... 1 + +
Sporges: velvet 8 . 1,000 pounds. 12 15 1 20
Other commodities Jnd eomen 1188 526 1,125 —z9 —s0
modi which ne exnetly compam ta wem
avsiiable for 1833-34) total.
no dst: i)
WW” having. (&) 33 68
dities ) 873 4057 Je e eeen
Footuotes for table 4 on page 18,
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Footnotes for Table 4

! The lower duties provided for in the agreement on imports of these tobaceo products from Cube were removed, and the higher duties were restored, on Mar. 16, 1936, with the
Y the 'y of Agri are of the of the cigar tob: adi i in the United States. In the sgreement with the Netheriands, however,

the duty on leaf tobscco for cigar wrapper, unstemmed, was set at $1.875 per pound for the period from February 1, 1936, to June 3¢, 1936, and thereafter at a rate of $1.50 per pound
Imports of Cuban tobaceo of this class receive a 20 percent preferential reduction from these rates by virtue of the trade agreement.
Duty reduction applied to imports of this class only.
Not separabile prior to Sept. 3, 1934.
No reduction on imports of this class. N . )
ports of rum, not elsewhere specified, during the 1935-36 period amounted to 133 proof gallons, valued at $272.
Does not ina\uée imports of squash or of okra. The lower duty on squash is applieable from Dee. 1 to the following Msy 31, inciusive, and imports amounted to 1,230 pourds
valued at $26 in the 12 moenths ending August 1634; to 6,113 pounds, valued at 3106 in the 12 months ending August 1935; and to 27,528 pounds, valued at $471 in the year ending
August 1338. The lower duty on okra is applicable Dee. 1 to the following May 31, inclusive, and although imports during the 1923-34 period are not avsilabie, iraports were 1,267,232
pounds, valued at $52,784 in the 12 months ending August 1935, and 1,733,497 pounds, valued at $68,288 in the same period ending August 1936.
7 This total is the sum of the imports of the individual roducts listed below and, therefore, covers varying periods of time. N .

® Thereduetion in duty onmports of grapefruit from Cuba applies from Aug. 1, through Sept. 30.  Astheagreement entered into effect about in the middle of this period, dsta for
imports during the lower duty season have not been entered in the table since this would demand the grouping of imports during September of one season with imports during
August of the nexi following season. Imports of grapefruit from Cuba during the 2 months, August and September, amounted to 2,114,076 pounds, valued at $40,771 iz 1933 (a pericd
‘before the agreement); tc 7,592,415 pounds, valued 2t $125,006 in 1934 {of which 2,124,114 pounds, valued at $35,848 entered during August at the preazreement rate and 5,468,271 pounds
v:ti!:lea%, 335 ﬂg,iggﬁenmed during September at the lower rate of duty as provided for in the agreement}; to 3,855,586 pounds, valued at $65,720 in 1833; and t0 8,305,170 pounds, valued
af A

* Duty reduction applied to imports of this class only.

18 No reduction en 1mports of this elass.

1 Not seperable prior to Sept. 3. 1934.

13 These produets are: Corn, limes, squash, jellies, jams, and marmalades, honey, fresh and frozen fish, and spoages, not elsewhere specified, cigarettes, and cement floor and wall tile.

¢ Excludes leaf tobscce imported free for manufacture and reexport and also articles, the growth, produce or mannfacture of the United States, retnrned; but still ineludes a negli-
gible amount of articles imported free for supplies of vessels, for personal use and for manufacture and reexport.

1 Quantity shown is metallic content.

i Since avocados generally enter the United States from Cuba Guring the period from May through October, the tabulation in this table splits the usual season of importation.
On 2 seasonal besis it is found that imports from Cuba of avoeados amounted to 5,082,775 pounds, valued at $85,339 in .933 (entered during May through October); to 6,211,956 pounds,
valued at $109.677 in 1934 (entered during April through November); to 7,049,862 pounds, valued at $146,339 in 1935 (entered during June through October); and to 8,766,936 pounds
valved at $193,039 in 1936 (entered during June through October). See text for further discussion on imports of avocados.

1 Although the United States duty on velvet sponges from Cuba was reduced, imports of the basket category under which this commodity was classified prior to Sept. 3, 1984,
were so largs that this entire group bas been considered 8 nonagreement commodity. Other sponges are inciuded above, see footnote 15.

i This commeodity is okra.

Soarce: Compilation from records of the Division of Foreign Trade Statistics, Bureau of Fereign and Domaestic Commerce, Department of Commerce, Washington, D. C.
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