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EXTENDING RECIPROCAL TRADE AGREEMENT ACT

THURSDAY, FEBRUARY 11, 1937

Unrrep STATES SENATE,
Commrrteg oN FINANCE,
Washington, D. C.

The committee met, pursuant to adjournment, in the commiltee
room, Senate Office Building, at 10 o’elock a. m., Senator Pat Har-
rison (chairman) presiding. . ) .

The Cuamrman. The committee will come to order. Secretury
Wallace.

' STATEMENT OF HON, HENRY A, WALLACE, SECRETARY OF
AGRICULTURE

The Cuamman, Mr, Secretary, we are conducting % hearing with
reference to the extension of the so-called Reciprocal Trade Agree-
ment Aect, and we would like to get any views that you desire to
express to the committee with reference to its benefits or with ref-
erence {o any other phase of it.

Secretary Warrace, Senator, I appreciate the (){)portunit y of ap-
pearing before the committee. I vegret that I did not know I was
to appear before the committee until late yesterday afternoon. As
you are aware, I appeared on behalf of the reciprocal-trade pro-
gram when the original hearings were held by this committee and
also by the Honse Ways and Means Commitice, and at that time
was very strong in my belief in the wisdom of the legislation and
am still of such an opinion. 1 did not come here equipped at the
moment with any sets of figures as to the results og t}w program
beeause I have not had time to go into that matter, but I am happy
to take this opportunity to reiterate my belief in the fundamental
soundness and will now present here a statement which has beon
quite hastily preparved but which I believe in most firmly.

The Crramzmav. You did not appear before the House Ways and
Means Committee this time, which was the cause of giving some
fellow an idea that you might be opposed to it.

Secretary Warrace., In this statement I wish to straighten out
any opinion of that sort. Apparently the fact that no one from the
Department of Agriculture appeared before the Ways and Means
Committee was interpreted in sone (uarters as meaning that the De-
partment was not in sympathy with the program. I therefore took
tho occasion to address a communication to the chairman of the Ways
and Means Committee which indicated that there is no basis for
this interpretation.  What I should like to do at this time is to
amplify somewhat the views expressed in my letter to Mr. Doughton,

he Department of Agriculture is heartily in accord with the
' 159



160 EXTENDING RECIPROCAL TRADE AGREEMENT ACT

trade-agreements program. Between 1929 and 1934 we lost a large
part of the foreign markets for our agricultural products. This
was due mainly to two developments; first, the great decline in
foreign purchasing power which was, up to 1928, sustained by onr
heavy loans to Europe and, second, the rise of trade barriers in the
form of increased import duties and import quotas in all of our
leading markets.

Seuutor Vanpensera, Mr. Secretary, may I interrupt you at that
point? Would you evaluate the two factors? To what extent do
you think the latter prevailed at that time as compared with the
former?

Sceretary Warrack. The great movement to raise the barriers
began, as I remember it, about 1926. The wheat taviffs were raised
again and again by Germany, Italy, and France, beginning about
1926, Tt was somewhat later than that that the morve rigid controls
came into effect. I do not remember the precise year when the
rigid-exchange controls ant bilateral bargainings began, which
served also greatly to restrict our ountlet in the foreign markets. If
we are going lo get into the precise dates that that occurred, the
decline in the loans began especially after 1930. ‘This statement with
regard to 1928, T think, probably should be qualified beeause the most
rapid decline began after 1930,

I would not care to evaluate those two forces in any precise way,
because I think it is the work of a statistician and L am ot in a
position to offer offhand judgment on a matter which is really highly
statistical in nature. I think they are both very importaut,

Senator Vanpensera. Would you prefer to go through your state-
ment without interruption?

Secretary Warrace. It makes no difference, Senator; whatever the
Senators would prefer.

The Caairman. Just proceed.

Secretary Warnace. I would like to leave here not later than
11:15.

Senator Vanpexeere. That is mutual.

The CrHamman, All right, you may proceed, Mr. Secretary. I
should think you could best read your statement and then subject
yourself to questioning,

Secretary Warnace. The only really sound and lasting way that
this Government can aid in rebuilding foreign purchasing power
ig to permit larger imports of selected products into this country.
But this alone would not suffice unless foreign countries could be in-
duced to lower their barriers to our exports. We believe that gen-
uine progress has been made in these directions and that still greater
progress can be expected in the future.

In otder to obtain reductions in foreign trade barriers it has heen
necegsary to make reductions in some of our tariff rates—including
rates on agricultural products. . But we believe that such actions as
have been taken with respect to reductions in duties on agricultural
products have been so carefully considered and safeguarded as to
preclude significant injury to our domestic agriculture. One indi-
cation of the caution which has been used in this matter is to be
found in the fact that the duty reductions, on items where there might
have been some possibility of a largo and damaging increase in im-
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ports, have been confined to limited quantities, as in the case of cattle
from Canada.

As a matter of fact, we are convinced that those branches of agri-
culture which have been affected by reductions in our duties in the
trade agreements will gain far more from a succossful trade-agree-
ments ]tn'ogr:m'l than they could possibly lose. In other words, any
slight diveet injury that may possibly be incurred will be much” more
than offset by two important advantages: First, there is the unde-
niable fact that, to the extent that foreign markets for our export
products can be regained, the competition encountered by owr non-
export industries from increased production of their commodities in
the areas now producing largely for export will be reduced. It is
apparent that 1f our Cotton, Corn, an({ Wheat Belts can keep on
producing for export they will be less likely to shift to the produc-
tion, let us say, of dairy products and cattle. Second, the nonexport
branches of our agriculture in particular stand to gain from increased
purchasing power in our urban centers brought about by larger ex-
ports of manufactured goods. There is no question but that our
dairy industry, for example, is much better off when the li)ay rolls of
the automobile and other similar export industries are high,

There has been considerable discussion of figures indicating a sub-
stantiul increase in the imports of agricultural products and a tend-

ency; at least in some quarters, to attribute this increase to the opera- -

tion of the trade-agreements program. There has been an increase
in agricultural imporis, 1t is important in considering this question,
however, to differentiate as far as possible between those products
which are competitive with American agriculture and those that arve
not competitive. Some of the important noncompetitive products
which bulk very large in the figures representing agricultural imports
are rubber, coffee, cocon, tea, and silk., There has been a considerable
“increase in the quantity and in the value of the imports of these
items. This increase largely reflects improved economic conditions
in the United States. 1t simply shows that our people have more
money to buy such products. With respect to the competitive prod-
ucts, the figures show that the largest increases have oceurred in
drought-affected products, the duties upon which have not been
reduced. In other words, it is unfavorable weather and improved
economic conditions that have been chiefly responsible for larger
agricultural imports and not the trade-agreements program.

A good deal is said about these increased imports replacing acres
that could have been planted in this country. ‘This is obviously not
true of the noncompetitive products such as coffee and rubber. It
also is not true of the drought-affected products. * About the usual
acreage was planted to these crops, but due to two of the most serious
drougﬁxts in our history they did not produce our full requirements.
Consequently, we have had to import a small percentage of our
consumption,

Senator Burkrey, What do you refer to as drought-affected
products? ‘

Secretary WarLnace, Well, corn, particularly; oats, perhaps. This
last year oats were not as severely affected as corn. Those would be
two outstanding examples, and wheat to some extent.

Whenever there are such serious droughis as those of 1934 'and
1936 we should welcome rather than deplore such inports, =’

. X Tt
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In conclusion, I should like to point out that the Department of
Agriculatre does not consider the trade-agreements program a cure-
all for our agricultural problem or a substitute for other farm pro-
gams. We do conside it an important and highly desirable supple-
mentary program. With a velurn of ordinary weather American
agriculture is going to be faced once more with the basic problem
of exportable surpluses, We cannot get away from the fundamental
fact that our agricultural plant, as it exists today, will in years of
ordinary weather produce more than ean be consumed at fair prices
within the United States. We believe that it is extremoly important
to maintain, on a sound basis, as Iarge u foreign outlet for our ex-
port products as possible, consistent with sound soil conservation
practices. We believe that this can only be done through permitting
larger imports of goods and services from abroad to pay for our
larger exports and through securing reductions in extremely high
foreign trade barriers. The trade agreements program is making
definite progress along this line.

Senator Vanpenpere. Mr, Secretary, do you think yon ever could
reguin your foreign export market for staples like cotton and wheat ¢

Secretary Warrace. That would require a very detailed study,
product by product, because the possibility of regaining foreign mar-
kets varies with different products. Kven after the detailed study

- was made the answer would be at best a guess. In the case of wheat

the prospect is perhaps not quite as good s in the case of cotton,

Senator Vanpensere. Have not the exports of wheat and cotton
and lard progressively gone down from year to year in spite of the
trade agreements or anything else?

Seeretary Warrace, 1 think, Senator, that the experience of the
past 3 vears cannot in any way be looked to as a gusde because the
possibility of exporting wheat and lard war made quite remote, that
15, In any increasing quantity, by the extraordinary character of the
weather. In the case of wheat we had 4 years of extraordinary
short crops, as a result of unusual weather, which resulted in wheat
prices being higher in this country than in the world market. Na-
turally, in situations of that sort the increased quantities of wheat
cannot be exported, no matter what our reciprocal trade agreement
policy might be. ,

With regard to lard, the sume forces were in effect, but, in spite of
those forces there was a considerable increase in our lard exports to
Cuba, in spite of the fact that our lard prices in this country, being
influenced by the increased prices of corn, were much higher.
Nevertheless, we did export very much greafer quantities of lard to
Cuba after the trade agreement went into effect.

Senator Vanpenpera. Our total exports of lard in 1933 were
$580,000,000 and in 1936 only $£111,000,000 for the first. 11 months,

Secretary Warrace. I think, however, there have been larger
exports of lard from this country than would have been the case if
it had not been for the trade-agreement program.

Senator Vanvensrre. In dealing with our general economy, which
is the thing that chiefly interests you and me too, necessarily you
are dealing with the great staples like wheat and cotton, and so
forth; do you see any realistic opportunity, trade agreements or no
trade agreements, to substantislly recapture our export markets in
wheat and cotton? . ‘ o
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Secretary Warrace. Yes; I think I can say deliberately that there
is an opportunity to recapture a substantial part of the lost export
markets in wheat and cotton. T think it is rather improbable the.
we will be able to export as large quantities of wheat and cotton as
we did in the decade of the twenties, I think that is improbable,

Senator Vanoenserg. 1id Mr. Chester Davis, the former head of
the A, A. A., make an investigation in Europe on this general subject
of the recapture of the foreign trade?

Secretary Warrace. Yes; he went over there and came back and
veported quite pessinistically about the recapture of the foreign
market for agricultural products, but also, at the same time, was
very enthusiastic about our trade-agreement program, .

Senator Vanpeneere, Did he not say in that suppressed interview
which leaked ont in the Newark paper, that it was an idie dream
to contemplate the recapture of any substantial foreign trade for
many years to come?

Sacretary Wanvace. I do not know anything about a suppressed
interview, Senator,

Senator VaxpeNsura. Are you not familiar with the famous state-
ment that he made in London, released through the Associated Press,
and then killed about 8 hours before it was to appear?

Secretary Warrace. Noj I annot familiar with it. . Your memory
is better than mine.

Senator Vanpexsera. Then I acquit you of a long-time suspicion
that 1 have had. | Laughter.]

Senator ConNarry. Not necessarily a matter of memory; it is a
matter of imagination,

Senator Vanpensrre. No imagination about it. Tt'is a matter of
record, Mr. Secretary, would you disagree with the National Grange
in its recommendation that these treaties or agreements be submitted
to ratification by the Senate or by Congress?

Secretary Warcace. I would not want any remarks which I might
now make, Senator, to reflect either on the Senator or the Grange,
you understand, and I trust they will not be interpreted as a reflec-
tion on either one,

Senator Vanpensere. All right. What is the answer?

Secretary Warrace. I have had, of course, more opportunity to
observe the way in which the State Department and the other execu-
tive departments afliliated with the State Department. have operated
under the act than I have had to observe at c%o&e range the operation
of the Congress with respect to tariff acts, although I have had some
opportunity to observe that from a lesser vantage point than that
which I now occupy, and it is my judgment, it it can be offered
without in any way reflecting on the é()llgress-——-- ‘

Senator Vanpennere. We are perfectly numb,

Secretary Warrace. It is my judgment really that a better answer
from the standpoint of the welfare of the country as a whole can be
obtained in the type of deliberations as employed at present than in
the type of deliberations that wers employed in the passing of a
tariff act. ‘

Senator Vanpeneame. So you would not think it was wise to submit
them to ratification{ '

Secretary Warrace, I would think that in all probability the result
would be logrolling by special interests, who have special ways of
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exerting pressure, logrolling of the ty;{e which we saw in the formu-
lation of the tariff acts previous to the Reciprocal Trade Act; and
that logrolling ofttimes results in an act which is definitely against the
general welfure. I do believe definitely that the Tariff Acts of 1022
and 1930 were tarift acts agninst the trend of the times, against the
proper relationship of this Nation to outside nations, and were
extraordinarily to the disadvantage of the Nation as & whole,

Senator Vanpensera. But we have a thoroughly enlightened admin-
istration now, which is in complete control of the Congress, so would

ou still fear that if they were submitted they could not have
itelligent consideration? :

Secretary Warrace. T um a thorough believer, Senator, in the demo-
cratic process in all its aspects, but, nevertlnciess, there are certain
types of activity where it 19 possible, T thinlk, to arrive at a better
answer for the general welfare of certain highly technical matters
which T think the excceutive branch can handle to better advantage
than the legislative, and I believe, furthermore, that the legisiative
branch from time to tine has recognized the nature of those particular
circumstances.

Senator Davig. Then you believe that the parliamentary system is
muceh better than the systeny that we have?

Secretary Warrace. I would not care to make any such sweeping
statement as that, Senator.

Senator ConnNarry. The present tarviff act was begun in its consid-
eration in the ITouse in December 1928, It finally was enacted, after
all the processes which you have described and outlined, in June 1930.
More t]Imn 18 or 20 months were consumed by the two Houses in the
enactment of the present tariff law, If any comparable delay were
encountered in the process of undertuking to secure a ratification of
one of these agreements which had been entered into after long nego-
tiations, the possible benefits would have evaporated into thin air
before the Congress acted, would it not? Would it not tend toward
nullifying the good effects of the trade agreement if we engaged in a
long interminable partisan debate as to whether a treaty should be
ratified or not ?

Secretary Warrace. Jt seems to me so, Senator, Of necessity, there
are only occasional periods when Congress can think first, last, and all
the time about the fundamental merits of the case. At other times it
seems to be necessury to think about situations that vesult in the even-
numbered years, ‘ . ;

Senator VANpENBERG. Mr. Secretary, would you disagree with the
Grange when it recommends the elimination of that feature of the
Trade Agreements Act which calls for generalization through the
most-favored-nation clauge? - ., . . S ‘

Secretary Warracr. That is a very. highly technical problem on
which I am not fitted to give any. detailed answer. I believe the
State Departiment has submitted a detailed analysis of that phase of
the matter and I believe, furthermore, that the State.llepartment
approach to it is sound, but. 1 myself am not versed. in that very
intricate field. c
. Senator Vanpensere, Let me ask you this: Would you object to a
slight amendment in the extension of the act which would require
that, no pate on an agricultural commodity should be reduced below
N co b i
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the American cost of production, not attempting now to measure the
difference in cost of production, but simply to protect as a basis the
American cost of production?

Secretary Warrace. The phrase “cost of production” is such an
clusive one that I have objected to use of the phrase in the writing
of agricultural bills, and I would object to the use of it, T think, in
this kind of an act, because it means so many different things to so
many different people.

Senator Vanpensera, Could vou suggest & phrase which would
achieve the thing which T have in mind, the objective being simply
to make sure that through some unwitting caleulation, let us say,
the American farm producer is not subjected to a competitive hazard
which becomes dangerous? :

Sceretary Warrace, Of course I have stated always that T felt that
the farmer, insofar as it is practicable, and insofar as it is possible,
should get the same benefits out of the profective tarifl system as any
other group, If you have in mind something that would make cer-
tain that the American farmer would be sure to get the same benefits
out of a protective system as any other group, T think all of us who
are affiliated with agriculture would be mterested in it. Many of us
who have been affiliated with agricnlture have very much questioned
whether the benefits of the protective system could be obtained in any
large measure for the American farmer by tarifls because on a net
basis agriculture is on the foreign market, and even those commodi-
ties which were not on the foreign mavket were affected by the com-
setition of those which were on the foreign market and whose mar-
ketss had been cut off by the action of the tariff system elsewhere.

So, T would feel that your proposal probably was merely an effort
to give something to the farmers w]llinh apparently would mean
solmcthing but actually would mean nothing after it was put into
effect, ’ R

Senator Connarry. I have to go to another committee meeting,
but may I ask another question before I leave?

The Cramrman. Yes.

Senator Connvarny. Would not such a position, which would to
gsome extent hobble the American Govermment in further negotia-
tion with other countries in arriving at the agreements, place it at a
disadvantage with any other country which was free to negotiate
without any other legislative restriction? :

Sceretary Warrace. I had not thought. of that, Senator Connally,
but I can see how that might very well be the case. -

Sanator Vanpensera. I think it would; and that is exactly what T
am interested in. It strikes me there ought to be a hobble some-
where if the American farmer is going to be subjected to a destruc-
tive competition. There are farm commodities, are there not, which
mugst have tariff protection in order to survive ? '

Secretary Waruace. Yes; undoubtedly, sir. " Sugar is a very
notable example. . , .

}?mm?tor Vanpeneete.' Yes; I had that in mind; but are there any
othexst ™ " S o
" Secretary Warracn, Yes; there are several others, but none 'so
notableé as sugrr. Fldix would come in there and others—I would not
say in order to survive, but in order to survive in their present sfdts
of activity. There are some others,” ™~~~ "o T v
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Senator Vannenprra, Now, should they not be protected against 2
munipulated-—1 do not nse that invidiously; I moean a negotinted
el eate which might ——

Secretury WarLace, Senator, one experience with the State Depart-
wient has heen sueh that ag long as this administration is in power,
an administration so notably friendly to agriculture as this admin-
isteation, T am sure you do not need to worry,  Of course, if another
administration should come into power it might be necessary to have
something of that sort in, bat in this admimstration T am sure it is
not necessary.

Senntor Vanoensera, But your view is not shared by the farmers,
which is unfortunate, beenuse they are coustuntly offering complaints
that these agreements are doing the precise thing which 1 am do-
seribing, in spite of the notovious friendship of the administration
for them,

Secvetary Warrace, Now, Senator, I suppose——

Senntor Vanpenoera. 1 ant seriously interested in the economics
of it and not the polities of it,

Seevetary Wanrack. Yes, of course, T suppose the most notable
example of foar would ho in the ease of eattle.  If T remember cor-
veetly, this administration, showing its continual solicitude for the
welfare of farmers, in negotinting that ngreement, to make sure that
nothing in the way of hardship would come to the cattle raisers, as
aresult specitied a quota of, 1 think, some 166,000 head of these eattle
that would be weighing over T00 pounds. Tt was drawn up in such
away that those benefits would acerne chiefly to Canada.

I think there has been a disposition on the part of the State Da-
partment at all times to consult with the Departiment of Agriculture
to make sure in any case of that sort that some limitation in the way
of n'quol a be used to (nke enre of the situation which you have in
mind, .

Senator Vanoennera, May I ask you at that point, do yon disagree
with what seems {0 he the almost. universul testimony of eattle pro-
ducers, that the plumping on the market even of this limited quota
tended to break the price?

Seceretary Warsace. Yes, Senator, I disagree,

Senator Vanpennera, You disagree with that ¢

Secretary Warnace. I disagree,

Senator Davis, Tow much of an inerease in supply, how large a
percentuge addition, do you think is usually necessary to veduce the
price of & major agricultural product.

Becretary Warracs, Well, ordinarily in the case of agricultural
products the price goes down by about the same percentage as the
supply increases, That is m‘dinurilir the case. In some products it
is u little loss than that, but typically it is about that situation. In
other words, if there is an increase of 1 percent in the supply of cattle,
the price would tend to go down by about 1 percent, or, should we say,
the price of that ‘nwticulur grade,

Senator Kina. That would depend, would it not, on whether or not
there was an increased consumption and the consumptive needs in-
erensed? - T can conceive of & 2- or 3- or d-percent. aceretion to the
supply of the commodity not affecting the price because of the in-
ereased consumptive demand at home. : L
© Secretary Wavtace' Yes, Senator. e
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Senator Kina, So that the price might mount with the imipnrtu(ion?

Seerotary Warrace, That is quite right, Thank you for calling
my attention to that point, beeause it is easily overlooked in the diseus-
sion of the trade-ngreements program,

It is quite coneeivable that the effect. of the trade-ngreements pro-
gram might eause suflicient inereaso in activities in the munufactur-
g conters to inerease the price of erttle at a time when the imports
were increasing,  ‘That might apply both to dairy produets and to
cattle.  If the particulay effect o# the trade-agreements program were
to incrense the exports of nutomobiles sufliciently, the demand at
Detroit for dairy products and fat eattle might be suflicient to more
than offset. any imports of dairy products aud fat eattle from Canada
into the Michigan aren. T beliove that the particulur effects of the
wogram would be in that direction, without regard to looking at this
ittle market at this little time. I think continually in these diseus-
sions there is a tendeney for people to look at this little spot at this
little particular time with regard to this little particular commodity
instead of looking at the thing as a whole,

Senator Kiza. I hope you will pardon me for making this obser-
vation, My recollection of the hearings in 1930 and other hearvings
on the tariff bills and the statisties there submitted, which you can
find readily in the Tarift Commission’s files, is that they will show
that in the ense of many commodities as the imports inereased bocanse
of incrensed demand and inereased use of the commodity there way
an expansion of business and an inerease in the consumptive needs
and therefore in the demands, and therefore the prices rose.

Seeretary Warnace, Of course, it is a general truism that when
business is good imports are larger, but. whether one comes fiest or
the other, who Hhulll say? But you enn seareely separate them in
point. of time,

Senator Kina, It is obvions that we do not want aone-lane method
of trade. Trade must be two lanes, selling and buying.

Seeretary Warnace That is human experience, Senator,

Senntor Kina, T do not ask yon to commit yourself 1o that view;
but T am sure it is so,

The Cramman, Mr, Seeretary, you do not believe that the im-
portation of cattlo under the Canadian trade agreement has injured
the eattle industry in Ameriea?

Seeretary Warnace. 1 do not, sir,

The Coamrsan. It was pointed out yesterday, and do you agree
with it, that the chameter of eattle imported from (‘,:uan, or the
ment from them, showed a less decline in price than other charaéters
of meat that were impored ¢

Secretnry Warnace, Yes; that was true, Senator.  The eattle that
went down most in price were the well-finished eattle,  That was
due to a provious internal situation. As a matter of fact, in all of
these agricultural situstions you will find the significant compotition
is that which results from the internal situation,  When tariffs cause’
farmers internally to feel that they snddenly have an wnusual op-
portanity before them, the internal competition within a relatively
short period immediately destroys that opportunity and brings wbont,
a situation of a kind which was worsge than before they had that
protection. It ig the internal competition that American farmers:
should continually nddress themselves to instead of going after thia
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bogey from outside. 1f they addressed themselves to the internal
situation and only take care of the bogey from outside so that the
bogey does not bring about instability in normal times, then they
are gelting somewhere,

Senator Lonkrean. Mr. Secretary, is there not a fluctuation in the
cost, of farm products? )

Secretary Warrace. A very wide fluctuation, Senator. You mean
in the price of farm products?

Senator LonereaN. Nos in the cost of production.

Secretary Warrace. The chief factor that causes that to vary
ordinarily is the weather, if you are thinking about the cost per
unit.

Senator Lonerean, Let us take a 5-year period; what is the
percentage? :

. Secretary Warnace, Well, due to the very severe drought in 1936
I suppose it costs fully twice as much to produce corn as in 1932,
and other costs in 1936 were also higher. I suppose it cost more
than twice us much in 1936 to produce corn as in 1932,

Senator LoNerean, With reference 1o the question of Senator Van-
denberg’s, if the plan is adopted to take into consideration the cost
of production of farm products, by what would you be guided, as-
suning that such a plan was adopted?

. Secretary Wanzace. I think it would be altogether unworkable.
I do not see how you could use it as a guide satisfactorily, It would
be so variable from year to year that it would completely hamstring
the State Department in negotiating the agreements, I should think.

Senator LoNeraaN. You would have to resort to the system of an
insurance company and aF ply the rule of averages?

Sengtor Vanonyeere. The law requires at present that precise
procedure from the United States Tariff Commission under the elas-
tic tariff, does it not? .

Secretary Warnace. Yes; that is undoubtedly true, Senator, and I
do not know just what the methods are that are employed by the
Tariff Commission; that is, I do not know whether they take an
average of a period of years or what.

enator VANDENBERG: Following Senator Harrison’s inquiry about
the cattle, may I ask if you disagree with Congressman Wilcox, of
Florida, in his assertion that the reduced tariffs on wint’er-vegetaiﬂes
have seriously affected Florida’s winter vegetable market ?

Secretary WaLLace. I am not in a position to make a statement on
that policy, Senator, because I have not studied it, ‘

The Cramrman. Mr, Secretary, is it not a fact that in the Canadian
agreement there were certain seasonal provisions put in there that
either reduced the tariff or broadened the season for shipments into
Canada that made it more~—

Secretary Warrzace. You mean from Florida?

The Cuairman. Yes; Florida or the South, wherever it was raised.
That wag the reaction I got from my own people that raise vege-
tables, I thought that the exports of vegetables into Canada since
the trade agreement was entered into had increased by virtue of the
more liberal provisions given to them. ' ' :

Senator Davis, Mr. Secretary, what effect on the price of a major
egricultural product may be expected from an increase in the avail-

1
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able supply during the so-called off season for that particular
product ? . ‘

Secretury Warnace. Would yon repeat the question ? :

Senator Davis. I say what effect on the price of a major agricul-
tural product may be expeeted from an increase in the available supply
during the so-called off season for that particular product?

Secretary Warrace. I do not know of any major agricultural
product which would have an off season.

Senator Davis. Do you have fruits?

Secretary Wartace, Would you designate the particulur fruit?

Senator Davis. Well, is there any real off season for most of the
fresh fruits and vegetables in view of the wide diversity of our
climate and the admitted spread geographically in the growth of
.these products?

Secretary Warrace. That is a highly technical question that I
would prefer to have someone who is skilled in fruits and vegetables
answer.

Senator Davis. Would you care to have that inserted in the record
for us at this particular point?

Sccretary WaLrace. Yes; that can be arranged undoubtedly,
Senator. : ‘ '

(Subsequently the following was submitted by th Secretary :)

“Orr SEABONS"” ror FRUITE AND VEerTABLES IN THE UNITED STATES

An “off season” may be defined as a pertod during which a particular fruit
or vegetable i3 not available at all from domestie sources of supply or a period
during which the shipments of particular fruits and vegetables are extremely
light compared to other times of the year,

There are a number of domestic fruits for which there 18 a definite “‘off
season” In the sense that these frults are not at that time available at all in
the fresh stute, This {8 the cuse, for Instance, with apricots, peaches, plums,
and cherries. Other deciduous fruits, such as apples and pears, arve available
throughout the year in the fresh state becavac of cold storuge. For such fruits
the “off season” would be considered the period when domestic stocks are
lightest and prices relatively high. For domestic deciduous fruit the “off
seagon” Iy, generally speaking, the late winter and early spring. In regard to
citrus fruits, oranges, lemony, and grapefruit are avalluble throughout practi-
mtl)llly thcnenth'e year although there arve periods when the supplies are season-
ably small. !

Most vegetables are produced somewhere in the United States at all times
-« of the year, but, with the principal exception of potuatoes, which can be carrled
wver in storage, there are definite “off geasons” for most kinds of vegetables in
the fresh state; that is to say, there are perfods when supplies of most fresh
vegetables from domestic sources are distinetly scarce,

In making seasonal reductions in duties in connection with trade agreements,
this seasonal varfation in domestic supplies has been kept definitely (n mind,
For Instance, in the case of tomatoes, the duty on hmports from Cubha was
reduced from December to February, which 18 the perlod when only a little more
than 8 percent .of the tomatoes from domestic sources are marketed. .In the
case of cucumbers, the dutles were reduced for the same months during which
only 1.8 percent of the total shipmerts of domestic cucumbers are made, |, .

- Senator Davis. I notice that Foreign Crops and Markets for De-
cember 28, 1936, shows that during the first 10 months of the Cana-
dian agreement, our agricultural ex{;orts to that country increased by
$7,809,000 over 1935, the increase being almost equally divided be-
tween concession and nonconcession items, That veport also showed
that our agricultural imports from Canada during the same period
of time increased.$29,127,000. . The increased, imports of cdmmosmes

R
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on which duties were lowered were almost as much as the entive
increasa of our exports, I think that it would be extremely valuable
if you would furnish the committee with a similar picture of our
agricultural imports and exports showing concession and nonconces-
ston products as separate totals for each of the countries with which
we have trade agreements, making a comparison with a previous
period just before the agreement took effect, as you have &onc for
Canadn.

Secretary Warrace. Senator, we will be happy to submit those
figures, but I would like to sny in connection with submitting them
that they would not be significant with regard to the point you have
in mind for the reason which I have stated before, the reason of the
droughts of 1934 and 1936, which have made this country an attrac-
tive market for imports and have placed this country under a dis-.
advantagoe from the standpoint of exports.  So the figures when sub-
mitted will be worthless from the standpoint of proving anything
with respect to the point which you apparently have at issue. But
we will be happy to submit the figures,

Senator Vanpensera. Any such figures ought to be volume figures
rather than price figures to mean anything.

Secretary Warrace. Yes; we will be happy to submit both volume
figures and price figures, Senator,

(Subsequently the following was submitted by the Secretary:)

AGRICULTURAL TRADE WITH TRADE AGREEMENT COUNTRIER

Cubn is the only trade agreement country other than Canada for which
detalted fignres are availuble regarding post-ggreement trade in agricultural
ftems directly affected by the apréement, as compared to a comparable preagree-
ment period. Inring the-second year under the Cuban agreement, September
1935 to August 1936, our exports (o Cubha of agricultural products on which
reduetlons in duty, luereases in tariff preferences, or bindings of existing tarift
Treatment were accorded fotaled $12,000,000, an inerease of 5200000 or 68
percent, over thoe 12-month period preceding the coming into effeet of the agreoe-
ment on Septentber 3, 1034, Thig increase wonld doubtless have heen greater
had it not heen for the effect of the droughts of 1934 and 1936 in curtailing the
supplics of many of ony farm produets,

Our imports from Cuba of agricultural produets on which duties were reduced
or existing duty-free treatment bound were valued at $09.033,0600 during the
second post-agreement year (September 1955 to August 1936), an inerease of
§00,808,000 or 159 pereent over the preagreement year (September 1933 to August .
1034). Most of this inerease wag accounted for by the inereased valne of sugar
fmports, which were valued at $83,:403,000 during the September 1936-August
10936 perlod, against &26.016,000 in the corresponding preagreement  period,
During the 19261936 perfod our sugar imports totaled 1.742,000 short tons,
against 1,043,000 short tons during the 12 months preceding the conclusion of
the agreemoent.

However, these figures ave deceptive fnasmueh as our imports of sugar dur-
ing the 12 months preceding the agreemoent were abnormally low, shipments
from Cuba and fmports into this country having been postponed until after the
reductions in duty under seetion 336 of the Tariff Act and the trade agreement
beeame effective, on June 8, 1934, and September 8, 1934, respectively, To arrive
at nomore accurate basis for comparison with our 1935-48 imports of 1,732,600
tons, valued at $84,403,000, we should go back to earlier years——over the 5 years
from 1920 to 1933 our imports for consumption of sugar from Cuba averaged
2402,000 short tons, valued nt $74,485,000, while during the § years from 1024
to 1928 they averaged 3,746,000 short toms, with an average annual value of
$215,666,000. . :

Virtually all of our agricultural exports of appreciable importance in the
Cuban market are covered by the agreement, and insufficient datn are avallable
to permit a corclusive analysis of the trade in the minor Jiems not directly
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affected by the agreement, Among agricultural imports from Cuba, molnsses
ix the major item not direetly affected by the agreement.  Our imports of mo-
lasgen from Cnba during the second year under the agreement. (Septomber
1035-Angust 1936) totaled 169,177,000 gallons, valued at $0,2406,000, against 133,-
830,000 gallons, valued at $4,505,000, during the 12 months preceding the agree-
ment,  Improved cconomic conditions in the United States, the yepeal of pro-
hibition, and incrensed fmports of invert sirups (sinee limited by quota) were
the major factors acconnting for the inerease shown in the post-agreement
period.

With regard to trade agreement countries other than Canada and Cuba, ade-
qunte detailed data for trade in the specific items affeeted by duty veductions
are not now available, There are submitted hervewith, however, as having a
bearing on the influence of the trade agreements on our agriculturnl trade,
certnin preliminary figures for the first 11 months of 1936 showing total trade
and total ngricultural trade between the Uuited States and the 12 countries?
with which trade agreements were in effect during at least 8 months of 1936,

The total value of trade (exports and imports) between the United Siates
and the 12 trade agreement countrios for the first 11 months of 193¢ rose 17
percent over the corresponding period of 1985, T'rade hetween the United States
and all other countries rose 10 percent for the same peviod, Both exports and
imports rose more to the agreement conntries than to the nonugreement coun-
tries. Thus fmports from the trade agreement countries rose 20 percent, com-
pared with 15 percent for the nonagreement countries:; while exports rose 13
pereeut to the trade agreement countries, as compared with 6 pereent to the
nonugreement, countries, .

With respect specifically to agriculture the fmports of agricultural products
from the trade agreements countries rose 18 percent during the Ti-month poeriod
of 10936, us compared to 14 percent for the nonagreement countries, The larger
part of these agricaltural Imports from trade agreement countries consist
of noncompetitive products, such as coffee and other tropieal commodities,
from Brazil, Colombin, and other Latin-American countries and of sugar from
Cuba, the imports of which arve lmited by quoia,  Our agricultural cxports
rose 14 percent to the trade-agreement countries, while they decreased by
7 percent to the ponagrecnient countries. .

The following table shows the actual value of the trade referred to by the
percentages in the above analysis.

United States foreign trade acith trade agreement countries compared awith total
trade (Januwry-Novewmber 1935 and 19.46) R

‘ January-Novenibgp—
Incrensc or
decregso (=)

1035 1036

ment conntries:t

$47R, 000, 00O $768, 000,000 000, (00, O
147, 000, 000 168, 000, 000 21, 6K, 000

T, 344,000,000 | 1,422,000, 000 78, 0, 000
509, 000, 000 472,000,000 | ~37, 000, 600

Agricultural.
All othor conntrfes:
Total. . . .

Agrlenttural 000 LTI chmamape .
lm;;nrts for consumption from 12 trade-agreement coun-
tries:t

78R, 000, 0C0 910, 000, 000 152, 000, €00
405, 000, 000 477, 600, 000 72,000, 000

1,101,000,000 | 1,271, 000,000 130, 000, 000
611,000, 000 605, 100, K0 84, 000, M0

Total. ...
Agricultur
All other countri

otal... -
Agricultural

t The 12 countries with which trade ngreements were in offect for at least 6 months of 1936 are Cuba,
Bo}igll‘um, aiti, Sweden, Brazil, Canada, the Natherlands, Switzerland, Honduras, Colombia, Guatemala,
and France. .

Senator Davis. You mentioned here a moment ago about the Cuban
trade and the matter of sugar. Tt is my nngwessmn that the con-
cession of Cuban sugar was made in the light of its quota under

1 Cuba, Belglum, Haitl, 8weden, Brazil, Cannda, the Netherlands, Switzertand, Honduras,
Colombig, finatemala, and France, : oy

128093~ 8Twmmpt, e
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the Jones-Costigan Act. It is also my understanding that Cubw’s
quota has since been increased as a result of the reduction in the
quota of imports from our insular possessions, Can you veri fy that
for me? hat increase has been made in the volume of sugar im-
ports from Cuba since the agreement was signed ?

Secretary Warraoe. Sugar is operating under a quota, Senator,
We will get the figures. Undoubtedly there has been an increase
since the period immediately preceding, but I do not know what, it is.

(Subsequently the following was submitted by the Secretary:)

IMPORTS OF SUGAR FROM CUBA

The rate of duty on Cuban 98° sugar was 2 cents per pound under the Tarife
Act of 1930, This rate was reduced to 1.5 eents on June 8, 1934, by Presldentinl
proclamation under the authority of section 386 of the tariff act.  Under the
reciprocal-trade ggreement with Cuba, effective September 3, 1034, the rate was
further reduced to nine-tenths of a cent per pound,

Iowever, these reductions are safeguarded by quantitative reestrictions oun
the amount of Cuban sugar and other off-shore sugar which may be entered into
the United States for consumption in any 1 year, The anunual quotas to Cuba
and’ to other off-shore arens are fixed by the Necretary of Agriculture under
authority of the Jones-Costigan Act (approved May 9, 1934) and Public Reso.u-
tion 109 (approved June 19, 1936).

The revised quotas for Cuban sugar for the 193¢ and 1935 calendar years,
in terms of 96° raw value sugar, were 1,866,482 ghort tons and 1,822,500 short
tons, regpectively.,  The original 10306 quota to Cuba was fixed at 1,852,775
short tons, but was Iater revised to 2,102,607 short tons, The upward revision
in the 1086 quota to Cuba was due to fncreased consumption in the United States
and to the inability of certnin othew areas to fill their quotas.

Our annual imports for consumption of sugar from Cuba during the H years
preceding the trade agreement, 1929 to 1033, averaged 2,491,647 <hort tons,
while during the predepression yeurs of 1924 to 1928, they averaged 3,746,220
short tons. During only 2 years (1932 and 1933) of the period from 1921 to
1933 were our lmports from Cuba less thun the 19386 revised guotn, while in
the peak years of this period (1022 and 1928) they were approximately double,

Cane sugar: United States imports for consumption from Cuba

[Compiled from Foreign Commerce and Navigation of the United States and officlal n'scords and publioa
tions of the U. 8, Tarift Commission]

Year Quantity Year Quantity
Short tone Short tong
2, 530,928 3,040, 363
4, 520, 480 2,408,011
3,401, 519 1,800, 700
3,718, 806 .| 1,661,859
3,001,731
4,120,670 .| 1,861,077

, G, Bt 1,005, 636
3, 200, 091 1,925,807
8, 650, 344

Sen;ztor Davis. Did you make some transfer from the Hawaiian
quota :

Secretary Warrace. I don’t know anything about that, Senator, I
am sure. . '

Senator Davis. Don’t you? ‘ . : :

Secretary Warrace. Noj but we will see what we can get for you
along that line. .

(Subsequently.the following was submitted by the Secre@ax'y :)
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INCREASES IN CUBAN AND OTHER 8Ugak QUOTAS RESULTING FROM INABILITY OF
CLRVAIN AREAB TO FILL THERIR QUOTAS

In 1036, ns a result of the lnability of the continental beet-sugar producers,
and the Phitippine and Virgin Islands cane-sugar producers, to fill their quotas,
thelr deficiencles were proportionately allocated among the other producing
areas in ncecordance with the provisions of the Jones-Costignn Act.  Under these
alloentions, the original Hawailan quota was inereased by 64054 short touns, the
I'uerto Rican quota by 55,150 short tons, the Caban quota by 127,503 short tons,
the Louisiana and Elovida guota by 20,062 short tons, and the guota for foreign
countries other than Cuba by 1,765 short tons.

In addition, as a result of inereased consumption requirements in the United
States, 1 owas found necessary to make increases in the quotas of various of
the supplylng areay ax provided for in the act, The Hawailan and Cuban
;jlll():ll.‘i, among others, were inereased by 54,011 tons and 106,310 tons, respec-

vely.

l)go to the maritime strike on the west coust, the Territory of IHawnail way
unable to deliver 20,482 tons of the fncreases granted it. ‘This defl -iency was
subsequently allocated among the remaining areas, Cuba recelving 16,279 tons,
Puerto Rico 7,015 tons, Loulsiana and Florida 3,024 tons, and foreign countries
other than Cuba 224 tons,

Senator Kixa, I suppose, if T may interject, that there has been
a corresponding increase in purchases by Cuba of American com-
modities?  She formerly purchased $400,000,000 worth of our com-
wodities a year, and, owing to the depression there and the unfavor-
able economic and political conditions, the exports to Cuba diminished,
but there has been, has there not, Mr. Secretary, a considerable in-
crense_in the imports into Cuba; that is, her purchases from the
United States since the quota was changed with respect to sugar
imports?

Seeretary Warrace., T think so, Senator; and, if I might observe,
I think it would be well, in view of the fact that there will un-
doubtedly be before the committee opportunity to discuss the whole
sugar problem, to put the sugar problem off by itself, because that
is the only way in which the sugar problem can be treated satisfac-
torily; that is, to consider it as a whole and not especially as a part
of this trade-agreement situation. It is a very detailed and intricate
problem, as T am sure you are well aware,

The Cuamman. Mr, Secretary, you have the Jones-Costigan law
which fixes the quota from the various countries, and with all that
you havé done you can do nothing toda{ in the way of trade
agreements that will violate or change that law?

Secretary Warrace, That is true, Senator.

Senator Vanoenpera. With regard to Senator King’s observation,
I think the record ought to show, in order to clear it up, that our
ig'n{)nrts from Cuba are $2.35 for every $1 of increased exports to

Juba.

Secretary Warrace. Again, if T may interpolate, Senator, we have
not been able to export quite as much of agricultural products to Cuba
48 we might because of the drought in the United States.

Senator Davis, Mr, Secretary, what proportion of our agricultural
imports have been subject to these concessions?

Secretary Warrace. I cannot answer offhand, but we will get that
figure for you,

Senator Davis.On what proportion, then, of our exports have we
received concessions; that is, agricultural exports{

.- mxmem s waw
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Secretary Warnace, We will likewise see if we can get that figure

for you, Senator.
( ubsequultly the followmg was submitted by the Secretary:)

Poxr1ioNs oF UNITED STartks AGRICULTURAL IMPORTS AND IOXPorTS DIRECTLY
AFFECTED BY RECIPROCAL TRADE AGREXMENTS

IMPORTS OF COMPETITIVE AGRICULTURAL PRODUCTS

Duty-free agricultural commodities of & noncompetitive natave, princpally
coffee, cocoa beans, and bananas, make up well over half of our tetal imports
of agricultural items directly affecled by the trade agreements. After eliminat-
ing from consideration our trade in these noncompetitive items, we find that
the United States has reduced duties or bonnd exisiing tariff treatment in the
cage of competitive agricultural products the imports of which were valued at
$254,300,000 in 1929 and $106,000,000 in 1934, and which comprised approxi-
mately one-fourth of our total imports of competitive agricultural products in
thege years.

TApLE 1 —United States: Value of total imports of competitive agricultural
products, and value and pereentage of competitive agrienltural  imports
affected by reciprocal trade agreements

Value Percont of totul

1929 1034 1029 34

Tmports of competitive agricultural produets on which
duties wercreduced or ewisting turifl treat mment bound:
Imports of sugar from Cuba
Other imports..
Total importy of (unu etitive m,riuulmml prod -
focted by 14 trade agreemeonts... .. ... ... 284, 300, 600 108, (00, 000 24.2 257
Total imports of corupetitive agricultural products not
directly affected by trade agreements . weo 786,300,000 | 306, 500, 000 75.8 4.3
Fotal imports of competitive agricultural I)rmluctx..‘., 1, 050, 400, 000 | 412, 500, 000 100.0 100.0

Percent | Percent
$137, 800,000 | $55, 200, 000 13.1 I8
116, 700, 690 50, 800, 000 1 123

Asg table 1 shows, imports of sugar from Cuba comprise more than half of
the total value of the competitive agricultural products divestly affected by the
trade agreementy,  Imports of Cuban sugar at the veduced rates of duty under
the ngreement with that country do not materially affect Aniertcan agiiculture,
as our continental and insular producers arve safeguarded by quantitative
restrictions on the imports of sugar from Cuba.

If imports of Cuban sugar arve eliminated from considerntion, as has heen
done in table 2, our Imports of competitive agricultural products dirvecetly
affected by the trade-agreement program comprise somesvhat move than one-
eighth (12.8 percent in 1920 and 14.2 percent in 1934) of our total tmports of
competitive agricultural products,

TasLe 2-~-United States: Value of total imports of competitive agricultural
products, cecluding suguar from Cuba, with value and pereentage of sueh

imports affected by reciprocal trade agreements .
' Value Percont of total
1920 1934 1920 1034
Total tmports of competitive agricultural x)roductq,
excluding sugar from Cuba, affected by 4 trade Percent | Percent
T 720110 L T $116,000,000 | $60, 800, 000 12.8 4.2
"Fotal {mports of competitive agricuitural products not
directly affected by trade agreements. ... .. <] 796,100,000 | 308, 500,000 . 81,2 §6.8

Total imports of competitive ugrimltum] product(:,
excluding sugar from Cuba. ... ooooe it 912,800,000 | 367, 300, 000 100. 0 100.6
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EXPORTS OF AGRICULTURAL PRODUCTS

It iy estimated that slghtly more than one-elght of our total mgricuttural
exports to the world ave divectly affected by the 14 trade agrecments now
in operation,  Agricultural exports valued at  $217,200,000 in 1020, and
$101.500.000 in 1934, and accounting for 12.8 percent sand 13.8 percent of our
total agricultural exports in the respective years, are benctited by tariff re-
ductions, Incrensed quotas, or assurances against inerease in existing tarviff
rates,

Tawg 3—United States: Value of total agricultural erxports, ond value and
pereentage of agricultural ecxports diveetly affected by trade agrecments

Total agricultural exports
Value Parcent of total
1920 1934 1929 1934
Agrleultural exports affected by tariff concessions or Percent | Percent
assurances in 4 trade agresments. ... ... -1 $217, 200,000 | $101, 500, 000 1.8 K]
Agricultural exports not directly aflected by trade
ArecIment CONCEssions or ASSUratces. ..., e t
Total agrictltural eXpovtS._ ... voooeoe o,

In appraising the direct benefits of the trade agreements to our agricultural
export trade, it is desirable to analyze sepurately the effect of the agree-
ments on our agricultural exports excluding cotton. Due 1o the facet that most
of the major consuming countries alrendy admit cotton free of duty, or at
nominal rates of duty, few divect convessions can be obtained for this come
modity, which makes up almost half the value of our total agricultural ex-
ports.  The value of the trade agreements program to cotton will uccessarily
be lavgely Indivect, the result of increased purchasing power on the part of our
forelgn cousumers of cotton, acerning from lnereased takings by the United
States of their products.

If we exclude cotton, as in table 4, approximately 18 percent (17,7 percent in
1920 and 183 percent in 1984) of total United States exports of agricultural
products other than cotton are directly benefited through the trade ngreements
program,

TapLy 4.—United States: Value of total agricultural caports, caeluding cotton,
with value and pereentage of such agricultural cxports divectly affected by
trade agreements

Total sgrieultural exports, excluding cotton

Value Pergent of total
1029 1934 1020 1024
Agricultural exports affected by tariff il or Percent | Percent
assurances in 14 trade aﬁzroemonts. . $163, 900,000 |  $67, 000, 000 17.7 18,3
Agrleultural exports not directly aff
ment concessions or assuranges. 763,600,000 | 208, 900, 000 42,3 817
Total agricultural exports, excluding 927, 600,000 | 365, 900, 000 1600 100,0

BUMMARY

The foregoing tables show that when sugar is deducted from our competitive
agricultural imports and cotton from our agricultural exports, the value and
share of United States agricultural exports directly benefited by the trade agree-
ments program is substantlally greater than the value and share of our com-
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petitive agricultural imports affeeted, The unct result 19 that, after dedneting
Crban sugar, imports of the competitive agricultural items affected by United
States tarif concessions and bindings were valued at $116 700,007 in 1926 and
$50.800.000 in 1034, and comprised but 12.8 percent and 142 nercent of our
{otal competitive agricultural imports other than suear in these yvears. On the
other hand, after deducting cotton from our agricultural exports, we find that
the items benefited by concessions and assurances granted by foreign countries
made un §1062,900,000 and 17.7 pereent of our agricultural exports other than
eofton in 1929, aud $67,000,000 and 18 3 percent of such exports in 1934,

Senator Davis. Can you tell the committee what specific advantaces
for American agriculture vou expect to get bv the continuance of the
trade asreements? That is the real question that is uppermost in my
own mind,

Secretary Warnrace. Yes, Senator. The objective of the trade-aovee-
ments prooram is to relate this conntry as ranidly as can be done
without substantial injurv to anv interest, whether manufacturing
or acriennral, to the fact that it is a ereditor nation and not a debtor
pation. That is something that eannot be done rapidly, but must he
done, or we shall have. by a stumbline nrocess of one sort or another,
arain to vut ourselves in the nosition of a dehtor nation.

We either have to learn to live with the wealth of commodities that
can be ours if we act sensibly, or else to reduce ourselves again to the
position of a debtor nation,

A reciprocal trade-agreement poliev is, T am convineed, bv all odds
the most sensible approach to makine this profonund readjustment.
T cannot think of a more sensible approach to tha yroblem.

T, therefore, look on agriculture as a part of this broad, general an-
proach, I feel that the most serious disadvantage would come to aeri-
culture if short-term policies of one sort or another were adopted,
we will say in vast loaning abroad, such as we engaged in durine
the decade of the 1920°%s—that is. the deviece that was used then. If
we had a resumption of that, together with a jacking un of tariffs of
o1 kinds. both manufacturing and agricultural, T would anticipate
that we would come to the end with an even greater crash than that
of 1929, which would be to the most serious disadvantage of
agriculture, :

Therefore, T think that the present approach, with agriculture
giving a little here and there as might be necessary with agriculture
feeline she is a part of 1the whole economic system. and with manu-
facturine giving a little here and there, but with no substantial
infury done 10 anv group, as no snbstantial injrrv has been done,
that we might slowly and gradually work this thing arormd so we
can live with the maximum of actual commodities available of the
sort that we wanft, and T genuinely believe that that would make for
the welfare of all concerned and that agriculture will participate in
the welfare. N .

I anticipate great benefits for agriculture out, of this because this.
is a part of the whole movement toward peacefnl relationships with
the rest of the world. Tt is setting an example of breaking down
barriers to the rest of the world. It makes for peace, and there is
no group that has a greater interest in movements that make for
peace than the agricultural gronp, because there is. no group that
suffers more from the aftereffects of war than the agricultural group.

e
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I think the most significant fact of all in connection with the trade
agreements is the fact that it is leading in the direction of peace
instead of in the direction of hard feelings as between nations.

The CramrmanN. Mr. Secretary, there is some anxiety on the part of
some people with reference to the pending Argentine treaty or agree-
ment wherein this proposed Argentine agreement seeks to change the
policy that has been adopted by this country of a quarantine against
a whole country, not a quarantine against certain inspected areas
in the country.

What is the effect on the cattle industry of that proposed under-
standing and what part does it play in the cousideration of these
agreements ?

Seeretary Warrace., It was my understanding that that treaty was
before Senator Pittman’s committee.

The Cusmman. It is. It has been hrought into this matter and
the cattle people raised some question about. the negotiated agreement,
T think, because of this treaty.

Secretary Warrace. I think it is a complete misunderstanding on
the part of the cattle people. It has no bearing on this, and I should
think it should not be discussed here.

Senator Carrer. For more than a year, Mr. fecretary, the livestock
organizations in my part of the country have been protesting against
the ratification of that Avgentine convention.

They are greatly alarmed about it, and they cannot understand
why the United States should not have the privilege of demanding
resirictions against the admission of cattle from foot-and-mouth dis-
eased sections, just as they have had them in the past.

They are satisfied with the arrangements that now exist and they
think that it ought to continue as we now have it,

It seemns that the Argentine was very much pleased with the pend-
ing eonvention, but T know that the livestock organizations of Kansas
and the Southwest are very much opposed to it that they have gone
on record by unanimous action in opposition to it.

Secretary Warpace. But it has nothing fo do with what we are
discussing, Senator. :

The Cuamman, Not a thing.

Senator Kina. Let me make this observation, Senator Capper, if
I may. which I think illustrates the misconception existing on the
part of the cattle interests, because I have had some complaints also.

A number of years ago, embargoes were placed by Great DBritain
and other countries upon the whole United States [v)ecnuse of some
trouble in California regarding foot-and-mouth disease. We took
it up with the respective countries and: got them to withdraw the
embargo, but to continue in a modified form in the infected area;
in other words, segregated the infected drea from the whele United
States. © - v : o o

Now, in the Argentine, they do not want an embargo on the whole
Argentine,’ on the imports of mutton, because in soma particular
States of the Argentine, segregated from the rest of the conntry,
there is some infection, - : o e

So there has been imported into the United States and other
countries a small amount of mutton from Patagonia where th-re is
no possible infection, never has been, and' probably never will be, but
they fear that if we establish the same doetrine which we have in-
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sisted upon establishing, of segregating the infected area from the
rest of the country, that if we accept that view, then some mutton
will come in from Patagonia where there is no infection, although
perhaps in some other part of the Argentine there may be some little
nfection,

It seems to me the policy of segregating the area that is infected
from the entire community or the entire State is a wise one,

We have insisted upon 1t and got the benefit of that quality rather
than to put on an embargo against the whole Nation,

Senator Carrer. We have got along pretty well for 20 years with
the policy now in effect, and the livestock producers want to continue
under that arrangement,

Senator Vaxoenpere. Mr. Secretary, may I ask you just one
further question? When we put an excise tax on imported coconut
oil, there was an immediate and tremendous inerease in the imports
of babassu nut oil from Brazil. {Laughter.] Is that as fuuny as
it sonunds?

Secretary Warrack. My memory was merely going back some 4
or 5 months ago, Senator, to the first. time when I ever

Senator Vanpensere, If 4 or 5 months takes you back to Novem-
ber, I do not, blame you for that. The American farm interests that
are jealous of our domestic vegetable oils see a grave menace in this
Brazilian import. Can you comment on that with a straight facet
| Laughter. §

Secretary Warnnace., Yess at one time 1 looked into the babassu
figures in very great detail, but I do not remember them with
accuracy. The total volume was such a small segment of the vege-
table oil imports that the thing had ne significance. I can say that
in summary.

Senator VaNpENBERG, You stand on that now?

Secretary Warnrpace, Yes; I stand on it now. I am not saying any-
thing about the future. I do not know the trend of babassu-nut
production,

Senator Vanpeneere. You do not need to worry about the future,
because the State Department has fixed it so that we cannot do any-
thing about it. .

The Cramrman. What is babassu oil?

Senator Davis. It is a substitute for coconut oil.

"The Cuamman. I thought I'knew of every kind of oil that is in the
dictionary, but babassu is left out. What 1s it made from?

Seeretary Warpack, It is a kind of a palm nut that comes from
Brazil that has a very hard shell. 1 think the increase in imports
came very largely as the result of——what was it? Was it the result
of shutting out the whale oil ¢

Senator KiNg, Perilla oil?

Secretary Warrace. I do not think so, Senator. 1 do not believe
it was.

Senator Kina. There is rape-seed oil and perilla oil, which were
substitutes for it.

Secretary Warrace, It is possible to get exact information on thig,

The CrarmMan. Is it a vegetable oil ¢

Senator VANDENBERG. It is a nut.

Secretary Warrace, Here is o little statement with regard-——
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Senator Vannexsrre. This is from the State Department, is it not?

Secretary WarrLace. Noj it is not from the State Department. This
is from the Agricultural Department. .

Senator Vanvennera. I was anxious to get the Agricultural De-
partment’s view of it rather than the State Department.

Secretary Warrace. As a matten of fact, this is an extract from
a speech made by Mr. Wheeler, of the Agricultural Department, be-
fore the Northeastern Dairy Conference at Baltimore on January
28, 1037

Boefore leaving the matter of concessions made by the United States on daivy
products, or substitutes therefor, in the trade agreements, I should like to refer
very briefly to the subject of babassu nuts,

Scnator Vanoexiera, The date of (his speech is a year ago?

Secretarv Warrace Noj it is about a week ago—January 28, 1937.

‘ ~ & ’

Senator Vanpenerra., Fine.,

Seeretary Warnacrk (continuing) :

In this case, it will be reeatled that in the Brazilian agreement the United
States agreed to continue habassu nuts on the free list,  Babassu nuts were
not placed on the free list, "They were already there. But thig action did have
the effect of enusing Congress to except babassu nuts when the general upward
revigion of exclse taxes on vegetable oils was made in the last revenue act,

Due to this fact and (o the high prices of competitive Qomestic oils and fats,
there was a substantinl inevease in the imports of babassu nuts in 1936, In the
first 11 monthis of the year, the oil equivalent of the imports of babassu nuts was
approxinmtely 83,000,000 pounds, of which around 17 00,000 pounds went into
the production of oleomargarine. This lafter figure represents about § percent
of the fats and olls going into oleomargavine during this period. But the im-
portant thing is that these imports have probubly not resulted in any significant
inerease in olecomargarvine production, They have simply replaced a relatively
small amount of other fmported or domestic oils,

In short, the signifiennee of the imports of babassu nuts, with respect to the
Amerfean dairy indastry has heen greatly exaggerated,

Senator Vanpespere, The statement says it did replace domestic
production {o some degree?

Secretary Warnace., Five percent of the amount of other oils and
fats. Tt does not state as to whether they were imported or domestic
that got into oleomargarine.

Senator VanpeNnere, At any rvate, you think that is all right?

Secretary Warnace, T think it is an insignificant matter.

Senator Kixa. That may inerease our exports to Brazil, and as to
that extent aid the farmers as well as the manufacturers.

Senator Vaxpensera. It may.

Senator Kina, Yes; and probably will.

Secvetary Warrace. I would think, Senator, to an equally small
extent,

Senator Carverr. Mr. Secretary, I got from the State Board of
Agriculture in Kansas—I think you are familiar with that set-up—
this resolution the other day:

We believe the act anthorizing reelprocal trade treaties should be amended
to require ratifleation by the United States Senate and also vecommend the
climination of the most-fuvored-nation clanse. Countries enjoying wide outlets
in the Amerfean murket of commodities on the free list <hould be required to
take In exchange commodities produced in the United States which they need.

You may have touched on this before I came in, but this is, as I
think you know, a very representative farm group, entirely non-
partisan in character, and made up of representatives of the three



~at% & . -

TEYETY

180 EXTENDING RECIPROCAL TRADE AGREEMENT ACT

big farm organizations, They informed me that this was passed
unanimously. '

T wish you would tell me just what good reason there is-—-

Secrotary Warrace. In brief, my comment merely would be this,
Senator, that if there was adopted the program which they describe,
the results, in my opinion, would be very disappointing in the long
run to the Kansas wheat farmer.

Senator Carrrr. I think the farm groups generally intend to take
this view of it, that the—— ) .

Secretary Warrace. It would be a very fine thing indeed if they
had the opportunity of going in full and careful detail—if certain
representatives of this group had an opportunity, with 2 wholly open
mind concerning their own future welfare, to go into detail into the
provisions of the most-favored-nation clause as it affects agricalture
and the trade generally, to study the information which the State
Departinent has, :

It is a very detailed and intricate thing and I am convinced that
if they would take the time to go into it in detail, they might reach
quite a different conclusion.

Senator Carper. These farm groups believe that these trade agree-
ments should have the same consideration that other treaties and con-
ventions and pacts have when presented to the Senate. Of course,
they are eliminated from this consideration by this reciprocal trade
agreement,

Secretary WarLace. I do not see anything in the trade agreement,
Senator, that is in any way prejudicial to agriculture,

As a matter of fact, the trade agreements in operation, in my
opinion, have resulted in giving agriculture somewhat greater bene-
fits than indnstry has obtained.  That is my opinion as the result of
a study which I asked to be made as to the change in average ad
valorem rates, on industrial and agricultnral products.

T think agriculture has been given treatment on the whole some-
what better than industry, not a great deal different but somewhat
better. I think agriculture has been given a square deal.

Senator Capper. There is a feeling in our part of the country
that these trade agreements have been helpful and they are not
criticizing that, but they believe that it has béen at the expense of
agriculture. .

Secretary Warnace. I would like to read this:

Taking the principal schedules in the tariff act covering manufnetured
products (eartherware, glassware, metals, and textiles), the ad valorem
equivalent of the dutles established under the Tariif Act of 1830, on the
basis of 1931 trade, was 424 percent. This ad valorem equivalent, taking
into account the reductions made in the trade agreements, would have been
38.6 percent.

The effeci of the reciprocal tariff agreements now in etfect would
have reduced the ad va‘orem rates on the industrial products from
42.4 percent to 38.6 percent. [Continuing:]

In the case of the principal schedule covering agriculturul products, the
ad valorem equivalent of the duties established in the 1830 Tariff Act on the
basts of 1934 imports was 38.5 percent. Taking into account the reductions in
rates made in the trade agreements, this figure would have been 36.8 percent.
In other words, the duties on manufactured goods have been reduced approxi-
mately 9 percent through the trade agreements, whereas the dutfes on agri-
cultural products have been reduced only 4 percent. !
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Senator Vanpensere. The percentage wonld not give any idea ex-
cept as yon applied it to the base figure and found out what the net
results were, would it ?

Secretury Warpace, Yes; I would say that it is true, Senator.
But T would again suggest that in considering these things on the
basis of the past 2 years, you take into account the drought.

The Crammman. If there are no other questions, Mr. Secretary,
we thank you for appearing before the committee.

There is a gentleman here who is on the calendar for tomorrow,
but we might proceed with him today. Mr, Mollin desires to be
heard.  Mr. Mollin represents the American National Livestock
Association, I understand.

STATEMENT OF F. E. MOLLIN, DENVER, COLO., REPRESENTING THE
AMERICAN NATIONAL LIVE STOCK ASSOCIATION

The Camman. What position do you hold with the American
National Live Stock Association, Mr. Mollin?

Mr. MorLrLIN, Secretary.

The Cuairman. Where is your home?

Mr. MorLin, Denver.

The Cramman. All right; you may proceed,

Mr. MoruiN. I represent the Americun National Live Stock Asso:
ciation, with headquarters at Denver, Colo. It is a voluntary asso-
ciation composed largely of cattle growers in the 17 range cattle-
producing States west of the Missouri River, and with membership
also in the State of Louisiana and a few scattered members in other
States immediately east of the Missouri River.

Before starting with my testimony, I should like permission to
put in the record a letter from Mr. ¥'. R. Marshall, sccretavy of the
National Wool Growers Association, with headquarters at Salt Lake

- City, Utah. This association serves the sheep growers in the same
capacity that we serve the cattle growers, and the letter quotes a
resolution adopted by that organization at its recent annual con-
vention at Albuquerque, N. Mex., on January 26, 1937

The Cramgman. That letter may be inserted in the record.

(The letter referred to follows:

NarioNaL WooL GROWERS ASSOCIATION,
Salt Lake City, Utah, February 8, 1937,
To the CHAIRMAN, UNITED STATES SpNATE COMMITTEE ON FINANCE

Drar 8in: We understand that your commmittee is soon to open hearings
upon the bill to extend the Reciprocal Trade Agreement Act of 1034, On
behalf of the members of the Natlonal Wool Growers Association, we would
grently appreciate It if you would have placed in the record of the hearings
the following statement which was unasimously adopted at the seventy-second
anunual convention of this associntion nt Albuquerque, N, Mex., on January 20,

The National Wool Growers Association, in convention assembled at Albu-
querque, N. Mex., on Januavy 26, 1937, joins all other national agriewltural
organization in o, posing the exiension of the Reciprocal L'rade Agreement Act,
Publie, No. 316, Seventy-third Congress,

The 11 effects flowing from these agreements have paralyzed some of our
Industries and alarmed all producers of agricultural commodities,

Agriculture has been and will continue to be the chief sufferer from this
policy which increases imports of agricultural commmodities produced An. the
United States sufficient to supply the Nation’s needs. .
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We submit that, under the trade agreements thus far negotinted, the im-
ports of agricultura) products have greatly exceeded the cxports by mauy
millions of dollars, which in the caxe of one agreement alone amounted to
$7.000,000. :

Under these agreements the unfavorable balance of trade has been greaily
increased, which creates an unsound national economie condition. .

Respectfully submitted.

. NATIONAL. Woorn GROWERS ASSOCIATION,
I*. R, MARsHALL, Seerclary.

Mr. Mowuin. I appeared hefore your committee in 1934, when the
original aet was under consideration, and expressed the fear that
the exports of industrial produets under the trade-agreement plan
might be expanded and paid for in part, at least by the imports of
agricultural commodities which we produce here at home. The low-
ering of the tariff on cattle and other agricultural duties in the
agreements executed up to date, and especially the Canadian agree-
ment, shows that it has been found necessary to make concessions on
such agricultural products as cattle, in order to work out agree-
ments with countries whose major export consists of agricultural
products, Qur association has expressed itself by formal resolution
as being opposed to this policy and urging either the repeal of the
act or confirmation of any agreements enlered into by the United
States Senate.

I might say there that we arve not in the surplug producing class.
The cattle industry of this country has been on a domestic basis for
many years, We went off the export basis 25 years ago. We haye
had minor imports since that time, depending lurgely apon the tariff
and the situation of the price level in this country.

Senator Kina, Have we ever exported hides?

Mr. MoruN. We export some, but we import many more than we
export.

We do not claim that the Canadian agreement by itself will ruin
the American cattle industry. Of course we have had some imports
of cattle from that country and from Mexico for many years, but
these imports have been regulated, partly by the supply-and-demand
situation and partly by the tariff in effect.

We do claim that the imports from Canada during the past year
have adversely affected market prices in this country and that the
concentration of the greater portion of the quota in a short space
of time, together with manipulation unduly to stress the Canadian
importations, has caused prices to be affected out of all proportion
to the actual numbers involved, and I think the record clearly shows
this to be a fact. .

The Caamman, Do you disagree with the statement made yester-
day by Dr. Sayre that on that character of importation from Can-
ada, that the price had declined less than it had on the other char-
acter?

Mr. MoLiaN. Noj 1 do not disagree with that statement. The fact
of the matter is, however, that the seasonal trend of prices on well-
finished cattle during the spring of the year is downward, because
that is when our feed lots from all over the Corn Belt are being
emptied, while the seasonal trend on the class of cattle which comes
from Canada largely during that same period of year is normally
upward, but that seasonal trend was reversed last spring. ‘
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" If you desire it in the record, you could get it from the Bureau of
Agricultural Economics—I have it here in my brief case-—which
shows that fact. »

We did not follow the normal seasonal trend last spring. The
downward trend on good cattle went sharply downward. 1 do not
claim this is all due to the Canada agreement, but T think it is partly
due to that.

The total importations of cattle ilito this country for the year 1934
were (56,138 head ; 1935 were 378,124 head ; 1936 were 410,299 head.

The Canadian agreement, effective January 1, 1936, was entered
into with full knowledge that the Bureau of Agricultural Economics
had forecast late in 1935 increased receipts of fat cattle during the
first half of the year 1936 and lower markets to correspond. While
the Bureasspa< the right slant, it underestimated the increase in
slaughter, because, as a matter of fact, the cattle slaughter under
Federal inspection in the year 1986 was the largest ever recorded iu
this country with the single exception of the year 1918, while the calf
slaughter was the largest ever recorded.

That is pretty good evidence of the fact that we had the largest
slaughter last year that we ever had, with the single exception of the
year 1918, that we are producing an ample su])piy of cattle in this
country, and although the Government purchased some 8,000,000
cattle during the drought 2 years ago, the census figure of January 1,
1986, showed more than 68,000,000 cattle in this country.

T think the new figure for January 1, 1937, will be out very shortly,
and while they do not give information in advance, I understand that
they do not expect any decrease. Perhaps a slight increase during the
past year, despite that heavy slaghter last year.

The CoarMan. How is the price now as compared with, say, 6
months ago?

Mr. Moruin. The price is much better now than it was 6 months
ago.

gSenutor Kina. 1 have received a number of letters from housewives
or from families, here and elsewhere, during the past year, complain-
ing of the high prices they have had to meet. Not only for round
steak, but the finer cuts, in fact, all branches, if I may use that ex-

pression, of the meat that they purchased. Is there any reason for

those complaints?

Mr. Movuin. I think there would be, from my experience around
the city in the last 2 weeks. The price of round steak—you spoke of
that—but that is not a cheap cut, Senatov. It is preferred by many
housewives because there is so little waste to it. All of the waste is
around that little bone. While it used to sell much cheaper than the
choicer cuts, in many meat markets today you will find tlmt they ask
the same price for round steak as they do for some of the chuicer cuis.

Senator Kina. These complaints related to all cuts. Many of
them—I do not like to divide the American people into classes—
but many of them came from the working class, if I may use that
expression,

r. MoLuin. The greatest trouble with our industry is the spread
between what we get and what the consumer pays, and that is the
reason, more than any other reason, why our industry was strongly
opposed to a processing tax on cattle and we were fortunate that
we did not have a processing tax on cattle. ‘
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.We just eannot keep that spread where it ought to be, without
baving any undue influence to widen, It is a difficult problem.

You remember some years ago, Senator Capper conducted an in-
vestigation on that very subject, 1 believe, here in Washington.

It was perhaps 5 years ngo. I recall attending that conference.

Senator Kine, May 1 ask another question? . Does it tend to limit
this spread as a result of the erection of smaller units, of.smaller
slaughtering houses in the various parts of the United States?

r. Mouuin. Well, I do not think that has so much to do with
the spread. I think what has more to do with this wide spread is
having too many retail units, These people operate, they have to
have so much to live on, and if their volume is reduced, they just
take a wider margin. We have had the chain stores going into the
meat business. I think we have too many retail outlets and I think
that that has more to do with the cost to the consumer than the
situation in regard to the packer. Although I would favor a sproad-
ing out of the packing industry, and probably it would help to the
end that you have mentioned.

Seventy and two-tenths percent of the quota of 155,799 head of
cattle weighing more than 700 pounds as established in the Ca-
nadian agreement, or 109,408 head, entered this conntry in the 4
months March to June, inclusive. This is, last spring 243/ percent,
or 37,887 head, entered in the month of April alone. Large numbers
of these cattle were received at the St. Paul and Buffalo markets. I
have carefully examined the official Government reports as to mar-
ket conditions at St. Paul during the months in question, and find
repeated instances where from 50 to 125 loads of Canadian cattle
were received at that market on Monday, and in almost every in-
stance the market slumped sharply with trading very slow and ‘con-
siderable numbers held over. Our central market system is such
that a condition of this kind on any one market is immediately
reflected by wire to all the other markets and hence my statement
that the Canadian importations had an influence on price out of all
provortion to the actual numbers involved.

Now, I have here a statement which I prepared last summer. It
is based on the official records of the St. %’aul market, official Gov-
ernment reports, and 1 would like to have it put in the record with-
out taking the time or opportunity to read it.

If you want some information about what the Canadian receipts
did at the St. Paul market, that shows it. o

The Cuamrman. That may be put into the record,

(The matter referrved to follows:)

Errecr oF CANADIAN IMPORTATIONS ON DoMisTIC CATTLE MARKETS

8t. Panl, Monday, Ap‘r. 6, 1936

Cattle receipts, South St. Paul B, 600
Total cattle receipts for 7 markets (South 8t. Paul, Chicngo, Kansas

City, Omaha, East St. Louis, St. Joseph, Sioux City) . cecemocrminma— 44,
Actual cattle receipts (7 markets) week Qg0ame oo 65, 566
Actual cattle receipts (7 markets) year ago 42, 631

8§t Paul~Receipts Canadian cattle about 80 cars, some of these being hold~
overs from late last week. Trade at a standstil]l during much of the forenoon,
despite decrease in supplies around the Midwestern market clrcle. Clearance

P
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still incomplete at most points around the noon hour, as salesmen felt addi-
tionnl declines lacked justification,

Chicago.—Moderate receipts of cattle more than oﬂset the depressing influ-
ence of religlous holidays, At the finish, some weakness had crept into the
(rade and sules of medium and lower grade steers indicated that most of the
early strength had disappeared. .

[N

St Paul, Monday, Aprit 13, 1936

Cattle receipts, South St. Paul 3, 500
Total cattle receipts for 7 markety (South 8t. Paul, Lhiuu,o, Kansns

City, Omaha, East 8t. Louis, St. Joseph, Sioux bitv) ................. 46, 500
Actual cattle receipts (7 markets) week ago. I 46, 169
Actual cattle recelpts (7 markets) year 9go... 48, 937

8t. Paul~—Cuanadian receipts some 55 cars, part of these holdovers from Sat-
urday. Market mostly steady on medium grade fed steers; 10 to 15 cents lower
on better grades. Many loads still in first hands as afternoon opened.

Chicago.—~Market ruled 15 to 25 cents lower on kinds of value (o sell at $8.50
upward. Compavatively scarcity led the handful of lower gmdes to sell not
only steady but rather actively at $8 downward.

St. Paul, Wednesday, Apr. 15, 1936

Cattle receipts, South 8t Paul e h 300

Total cattle reecipts for 7 markots (\nuth ‘st Iaul, Chicago, Kan- N
sug City, Omahn, Bast St. Louis, St. Joseph, Sioux CHY ool 2 28, 100 s

Actual cattle receipts (7 markets) wWeek Qg0 oo 23, 044 v

Actual cattle receipts (7 markets) year ago.-- 25, 045 .

8t Peul~Canadian receipts around 60 cars.  Slaughter steers and fed year- !
lings comprigsed the greatest sharve of the day's run. Most sales 15 to 25 cents
lower, but some bids showed greater downturns and numerous carloads were H
still unsold avound 1:30 p. m, 'y

- 8t. Paul, Monday, Apr. 20, 1936 )

Cattle receipts, South 8t. Paul... 8, 900 :
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas -

City, Omaha, East St. Louis, St. Joseph, Sioax CIty) e ccccccae e 63, 660 !
Actual cattle receipts (7 markets) week ago 48, 837 N
Actual cattle recelpts (7 markets) year ago Bo, 615

St. Paul~-Canadians, about 126 cars on hand, part of these being hold-overs. .
The only question about lower prices was apparently a matter ¢f degree or .

extent, most buyers favoring a flat 50-cent reduction for slaughter steers, while,
snlesmen felt that around 28 cents was more nearly justifled and, tradlng was'
very slow to be established, with the greater share of steers and yearlings stili
unsold about noon. Limited selling was at 25 to 50 cents lower levels. .

S! Paul, Tlmradaz/, Apr 23, 193(;

Cattle receipts, South St. Punl 4, 600
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kunsas '

City, Omaha, East St. Louis, 8t, Joseph, Sfoux Olty)A ..... o e 23, 000
Actual cattle receipts (7 markets) week ago. . e 21,
Actual cattle receipts (7 markets) year agoo.... . 18, 704

8t. Paul.—Receipts, Canadiaus, approximated 60 loads, hu*gély steers of medium
and lower grades. . Trade was draggy on the general run of slaughter steers,




-t % 8-

-

B ¥~ BE B

186 EXTENDING RECIPROCAL TRADE AGREEMENT ACT

barely steady mostly, although strictlty corn-fed nntive steer yearlings worked
out firm, dve partly to scarcity.

Chicago—~—Canunda had cattle here, mainly throm,h ¥t. Paul, The small run
of Canadians here sold at $7.25 to $8.833 but other markets, notably $t. Paul,
suw n liberal run of “canmucks”, there being approximately 125 loads at that
market on Monday, as well as 1,300 head at Buffalo. Thus the crop of
Canndian eattle was an item in beef tonnage figures even if a moderate supply
ig belng moved direet to Corn Belt feed lots,

8t. Paul, Monday, April 27, 1936

Cattle receipts, South St. PAUla o e e 8, 200
Total cattle receipts for 7 markets (South St Puul. Chicago, I(nmns

City, Omaha, East 8t, Louls, 8t. Joseph, 8loux CIty) ccuemoomcmmcnea 47, 800
Actnal cattle receipts (7 murketu) week ago. 64, 286
Actual eattle receipts (7 markets) year ago. 41,399

8t. Paul-—Canadians, about 110 loads, mostly steers, with some she stock.
Slaughter steer and yearling trade was siow, but most sales worked out about
steady., Undertone weak on the part of big killers, espectally for the bulk of
medium-grade Canadlan steers,

Chicago—Most of the erop were medium to good-grade steers of value to
sell at $925 down late last week—this is what the eattle brought today on n
steady to strong, but very slow, market,

Chicago, Thursday, April 30, 1936

Not only natives but Canadinns are running vather freely, most of the latter
cattle stopping at 8t. Paul ¢ ad Buffalo,

St Paul, Monday, May 4, 1936

Cattle receipts, South 8t. Paul 5, 600
Total cattle receipts for 7 markets (South St. Paul, Chicu;m, Kansas

City, Omaha, East St. Louis, 8t. Joseph, Sioux (,iiv) ________________ 60, 100
Actual cattle receipts (7 murkets) WOECK U0t ce e e e e e 45, 826
Actual cattle receipts (7 mavkets) year ago- 43, 868

Chicago, Wednesday, May 6, 1936

" As partly explaining the recent beef pile-up, the trade i peinting to recent
liberal runs of Canadian cattle at Buffalo and 8t. Paul. A good many Canadian
steers at Buffalo had to be carried over on last Monday’s market when other
trade centers were congested. Fat cattle are also moving freely out of the
Lancaster, Pa., district, part of these being originally Canadians, according to
unofficial reports.

8t. Paul, Thursday, May 7, 1936

Cattle receipts, South St Paula oo e e 4, 500

Total cattle receipts for 7 markets (South St. Paul, (‘hiwgo, Kansas

City, Omaha, East St. Louls, 8t. Joseph, Sloux City). . oo .. 23, 600
Actual cattle receipts (7 markets) week ago 21, 203
Actual cattle receipts (7 markets) year ago. 14, 995

8t. Paul—Receipts, Canadians, 78 cars, mostly steers, A few better finished
yearling steers and heifers sold early at near steady rates. Otherwise the
arket was hardly established on the majority of slaughter steers and butcher
she stock before the noon hour, Secattered sales appeared around 25 cents lower,
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with bids mostly that much or more off, and the bulk of the supply still in first
hands around 12: 30 p. m, and numerous loads of steers still without bids,

Chicego~—~The fed and ycariing trade more nearly approached a state of com-
plete collapse than at any time within recent wecks, While steers were more
affected than other classes, there was a prouounced break all through the lst.
Canadian steers ran freely at St. Paul and Buffalo, but only five or six loads
showed up locally to scll at $7.25 to $7.40.

8t. Paul, Monday, May 11, 1936

Cattle receipts, South 8t Patla o e e 4,300
Total eattle recelpts for 7 markets (South St, Paul, Chicago, Kansas

City, Omaha, Kast St, Louis, 8t, Joseph, Sioux CIty) cecamuraarcccnanma 35,400
Actual cattle receipts (7 markets), weeks ago. 52, 615
Actual cattle receipts (7 markets), year ago. 88, 981

St. Paul—Canadlans, about 60 cars, some of thege being hold-overs, Buyers
were practically without interest in fresh purchases except at material and in
some sharp reductions, while salesmen had anticipated recovering part of last
week’s sharp losses due to lighter recelpts, Bids were frequently as much as
50 cents off on the rank and flle of steers and yearlings, and the majority still
in flrst hands when the afternoon began.

Nt, Poul, Monday, May 25, 1936

Cattle receipts, South $t. Paul I (1.1
Total cattle receipts for 7 markets (south St. Paul, Chicago, Kansas

City, Omaha, Kast $t. Louls, St, Joseplh, Sioux City) ceaemcmwan —mmnana 48, 300
Actual cattle receipts (7 markets), week ago 34,045
Actual enttle recelpts (7 markets), year ago. 45, 181

St. Panl~Canadians, about 60 loads, mostly steers of medium quality and
finish, Weightier steers, particularly lower quality offerings, were harvder ta
move, and many were still unsold around the noon hour, Canadians included,
resisting weak to lower bids,

) 8t. Paul, Monday, June 1, 1936
Jattle receipts, Souih 8t, Paul - 6, 500

Total cattle recelpts from 7 markets (South 8t. Paul, Chicago, Kansas

City, Omaha, Bast £t. Louls, 8t. Joseph, S10ux City) e v nnnanan 47,400
Actunl cattle receipts (7 markets) wWeek 8g0-mwueoeunn o i e 43, 759
Actual catile receipts (7 markets) year ago... 43, 639

St Paul—Canadians, 78 loads. With supplics running largely to slaughter
steers, that paet of the trade was very draggy. Limited sales occurred around
20 cents lower, with finished yearlings or steers about 900 pounds down showing
less decline, while long yearlings and weightier beeves received bids up to about
40 centy off, and the majority of all offerings still unsold around 1 p. m,

Nt Pawl, Monday, June 15, 1936

Cattle veceipts, South St, Paul... - - 0,800
Total cattle receipts for 7 murkets (South St. Paul, Chicago, Kansas

City, Omaha, East 8t. Louls, St. Joseph, Sioux CIt¥) eecoecmovm e 45, 700
Actual cattle recelpts (7 markets) week ago 44, 303
Actual cattle receipts (7 markets) year ago. 36, 160

8t. Poul—Canadians, 75 cars, largely weighiler sieers. Weights around 1,000
pounds down developed about steady prices, while heavier kinds remained
draggy and weak, with bids freguently lower and many still In first hands
when the afternoon began,

12600837~ pt, 2-mem-8
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Senator Vannensera, The effect of the memorandum is to demon-.
strate that these St. Paul imports broke the price; is that correct?

Mr. Moruin. Yes, sir. And at that market, and three or four times
a day, a condition of that kind at that market in St. Paul is wired to
every one of these other central markets.

The Cuairman. Is St. Paul the big market ?

Mr. Moruw. It is the big market for beef cattle coming from
Canada. It is not the biggest market in this country, but I have
used St. Paul because that is where so many of these Canadian cattle
stop. Some Canadian cattle enter at Buffalo, but I did not study the
Buffalo market. :

‘However, it is my understanding that a good many of the Buffalo
cattle were not finished cattle. More of the lighter cattle came in at
Buffalo, where St. Paul gets the heavier cattle.

The Crarman, Does the St. Paul market influence the price of the
Chicago market ?

. Mr, Mowuin. Yes, sir; it is a tie-up. If we had independent pack-
ers at each one of these markets, it would not make so much differ-
ence, but with the same buyers in every market-—-

The CramMaN (interposing). You have not the same data as to
the Chicago market?

Mr. Morrin. No; there were not enough Canadians; and occa-
sionally enough Canadians showed up to have special mention made
of them. But St. Paul gets the bigger end of the heavy cattle from
Canada, .

Senator VanpeNBerG. And was the St. Paul repercussion reflected
in Chicago?

* Mr. Mouuin. Yes, sir.
¢ Senator Kina. Breaks in the market frequently occur, do they not,
vsvhere ?there is a very large shipment from some of the corn-fed

tates

Mr. Moruiy. Surely. I do not claim that this whole decline last
spring was due to the Canadians, because we had enough cattle of
our ol‘:n and we did not need the Canadian. That is the position
we take. v

Under that condition, when we had a very large supply of our own
cattle coming from our own feed lots, pushing 109,000 additional
cattle into our markets in 4 months’ time—in March, April, May, and
June—just had an effect that was greater than that number would
ordinarily have.

. Therefore, incidentally, I have filed an application with the Com-
mittee on Reciprocity Information this week urging that that quota
be sprﬁad out. It would be for the benefit of the Canadian producers
as well,

The CrairmaN. You mean spread out over the year?

Mr. Morran. Yes; a monthly average. Not necessarily 814 per-
cent each month, but if they would limit it to 1214 percent each
month so that it would take at least 8 months for the entire quota
to come in,

The Cmamman. You knew when this agreement was being
negotiated ?

r. MoLrin. Not by direct notice,
The Cuamrman. You had the knowledge?



EXTENDING RECIPROCAL TRADE AGREEMENT AQT 189

My, Monuin., Yes; we got the information from a Senator’s office
and the State Department refused to notify us directly, but I am
happy to say that they have notified us that they will now give us
direct information in the future.

The Cumamrman, You understood that consideration was being
given to a Canadian agresment?

Mr. Morrin. Yes. '

The Caamman. Did you appear before them ?

Mr. Moruin. I think we ged a brief. It was not possible for
me to be personally here. We suspected that cattle were to be
in(l:luded; but we did not know it. Now, they have changed that
rule,

The Cuarrman. You filed your brief on the cattle proposition?

Mr. MorLiN. Yes, sir.

Senator Vanpensere. But you never had a chance to file a brief
31‘ mgko an argument to the specific thing that was intended to be

one

Mr. Mowrin. No; we did not know what was going to be done.
We just had to suspect,

The Caairman. The present tariff on importation of cattle, I think,
700 pounds and over, is what ?

Mr, Mornan. It is 3 cents a pound.

The CrarmaN. And this reciprocity agreement makes it 2 cents?

Mr. Morrxy. Yes, sir; on 155,000.

The CrramrmanN. Then it limits it to 156,000 head a year. That
is true, is it not ¢

Mr, Moruin. Yes, sir; on that particular class,

The CaarMAN. Did you advocate a higher tariff rate than 3 cents?

Mr. Moruin, You mean when the Smoot-Hawley bill was written?

The CHamman. Yes.

Mz, MoruN. I do not remember what we asked for, but we got 3
cents a pound.

The Crammman, My information is that the cattle people got what
was requested. They were quite liberal in consideration of the
Smoot-Hawley tariff,

Mr., MoLLiN, We got a half a cent increase in the House and one-
half o cent in the Senate,

The Cuamman. In the Fordney-McCumber Act, which was a
gretty high proposition itself——Mr, Fordney was a fine gentleman

rom Mr.gVandenber ’s State, but he was a higher protectionist even
than our friend over here. His bill carried that?

Mr, Moruin. Senator, I have only been in this work since 1929,
I started in on the Smoot-Hawley tariff,

The Cramrman. I will tell you what it was in that bill. It was 2
cents just the same as is carried in this Canadian agreement.

Mr. Morun, I should have known that, because I knew that was
the provision. -

The Cuarman, All right; proceed. . ‘

Mr. Morui~n. But our reaction to this quota system in the agree-
ment with Canada is that, of course, what it does, it permits Ca-
nadian cattle to come in here on a cent lower level than otherwise.
You see, the imports of cattle—the total imports of cattle in 1984,
were 66,000 head. That is because our price level was lower thep,
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and the effect of reducing the rate is to permit them to come in on a
Jower level of price than they otherwise could.

It has been commonly supposed that a great many of these
Canadian importations were stocker or feeder cattle, because most
of them enter the country billed as such. This is done, however, to
secure inspection which will permit their being sold on the market
either as stockers and feeders or as slaughter cattle. As a matter of
fact, I am advised that the great magoritv of them actually sold
as slanghter cattle, Had they come in billed as such, they would not
have been permitted the chance of a two-way market.

There is a little confusion about that. Becatuse people have said
that these are not slaughter cattle, but at S¢. Paul a commission man
who was then on the market every day, told me that practically all
of those cattle were slanghter cattle.

Senator Kina. Is there any serious objection to having cattle im-
ported for feed purposes, and after they have been fattened, to have
them slaughtered in the United States?

Mr, Morrin, It is just a matter of how much protection you want
to give the American industry. ‘

Senator Kine. I was wondering if the advantage of having them
fed and thus furnishing an additional market for corn and feed for
the fattening of the cattle, would not be some advantage to the
farmer ?

Mr. Moruin, It would be better to use at least our own feed, but

. we think it would be better to use our own cattle,

Senator Kine. I was just wondering if there was any difference.

Mr. MorLiy. When the Smoot-Hawley tariff was written, we
worked with the representatives of the Corn Belt. We recognized
that we had a mutual problem, that we could not have a high tariff
on feeder cattle and not have a balanced tariff on the other. They
recognized the same thing. It is 8 mutual problem.

In the Pacific Northwest a similar situation prevailed during the
sPring months. The markets up there are much smaller relatively
than the central markets and much stock is sold direct. The pack-
ers made it a practice last spring to send buyers into Canada to buy
cattle. Their arrival on the markets was widely publicized and
exerted a severe price demoralizing influence, although eventually
many of them would go right on through the original market to
other points for slaughter, having merely helped to break tho prices
as they passed through. ' .

I have in mind one instance—I took it out of the official paper
at Spokane—where there were, I think, 18 loads of cattle on a
given day, but only two of them slaughtered, and the rest of them
Sﬁnt ?ln to the coast; but those 18 loads broke the Spokane market on
that day. ‘ ‘

We hs;ve pending with the committee for reciproeity information
a petition filed this week for the establishment of a monthly quota
to prevent the repetition of a similar effect on our markets this
spring. This would be for the benefit of Canadian producers as
well as of American producers, so long as the agreement remains in

orce.
The bulk of these Canadian cattle are of a class that would com-
pete with what we call medium cattle in this country.
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The Cramrman. Let me ask you in that connection, was that in
your brief that you filed with the committee that negotiated this
agreement? Did you make that suggestion?

Mr. Moruin. For a monthly quots? -

The Cramman. Yes, s . .

Mr. Morrw, I do not think we did, Senator. The demand for it
came later as the result of experience, ' ,

The normal trend of the market for good catule during the fore
gart of the year is downward, because of the heavy supply comin

rom the feed lots at that time. On the contrary, the normal tren

of the lower gl;'ades up to medium is gtrong to higher during that
same period, because they are normally in lighter supply. The
gituation was abnormal last spring, due to the heavy receipts and
slaughter and all price curves downward. The records of the De-
partment of Agriculture show that the average price of beef cattle
received by farmers at local home markets during the entire year
1936 was. $6.01 while the average parity price for the year was $6.64.
1n no month did the actual price e%wl the parity price. ,

I received in my mail from my Denver office last night a lengthy
statement put out by the Canadian Packers, Ltd., of Toronto, Can-
ada, and I would like to read a brief statement from that. ,

It says [reading]: ‘

But whatever the effect may be on’' American cattle prices of shipping 160,000
cattle annually from Canada, that effect would be the same wheiher the cattle
paid a duty entering United States of 3 cents per pound or 2 cents per pound,
or nothing at all. Thercfore, the present situation is this: that the terms
of the Canadian-American treaty might be revised so that no further injury,
if any, would be done to the American cattle producers, and yet the Canadian
cattle producer might by the removal of the duty be benefited to the extent of
2 cents per pound on all the cattle produced in Canada.

It is understood that the terms of the Canadinn-American agreement ave now
under review for the purpose of making mutnally advantageous changes. If
80, the Canadian Government shonld urge—

(1) That instead of 150,000, the quota should be 200,000, .

(2) That the stipulated number might be shipped either in the form of
live cattle or dressed carcasses, thus making the concession more flexible. '
b (?) That to the number of 200,000 cattle, or carcnsses, admission should

e free. o ' B .

The diffienlty of securing this modification would lie entively to the opposition
of the American cattle producer. No doubt he would strenuonsly oppose the
change, But his opposition would be based on prejudice and not on firm
economic reasoning.  And the administration which, against his opposition, re-
duced the duty from 3 cents per pound to 2 cents per pound might be induced to
take the further logical step of removing the duty entirely.

In the negotiations emphasis should continually be laid upon the fact that
the protection given the American producer Hes entirely in the quota, and
not in the amount of duty, s
. Announcement has been made of the—I say “announcement”, that
is not an official announcement that has been in speeches of some of
the re{)resqtamves of the State Department, but there has been no
formal notice.

Announcement has been made of the wtention to negotiate trade
agreements with varions South American ¢ountries whose principal
exports are also agricultural products, one of which is canned beef.
The imports of canned meats (practically all beef) during the year
1929, the last full year prior to the enactment of the Smoot-Hawley
Act, were 89,931,947 pounds. In the year 1934 these imports, after
slumping to mucl

) lower levels in the interim, were 46,779,053 pourids.

g i
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In 1985, with the basis changed to straight canned beef, no other
meats included, they were 76,262,625 pounds; and in 1936, on the
same basis, 87,764,354 pounds. :

I call your attention to the fact that last year’s imports of this
commodity were practically on the same basis as the last full year
pre-Smoot-Hawley Act.

Incidentally, I recall that when we got the tariff increased at that
time, American packers told us that there would not a pound of beef
come into this country over the 6-cent tariff, and now we are back
to the pre-Smoot-Hawley level.

The CHAIRMAN. Are there any American industries in the packing
business down there?

Mr. Morun. Yes, sir; they furnish the bulk of the canned meat
that comes into this country.

Senator Kina. Have you any ﬁgures there showing the consump-
tion by the people in the United States of meat in its various forms
per annum$

Mr. Morrain. I have the per-capita consumption,

Senator Kina. The total?

Mr. Moruin. In pounds per capita. I have not the total consump-
tion otherwise, That is the only way I have it with me. Would you
like that in the record ?

Senator Kine. Yes. And if you will put into the record also the
total consumption of meats of al! kinds, if you have it?

Mr. Morsan. In pounds. Well, I can get that for the record.

Senator Kina. If you will, .

Senator LoNeroan., Mr. Chairman, I would like to ask the witness
a question. I was interested in what you said, if I understood you
correctly, that the increased number of retail stores for the sale of
meat increased the price of meat ?

Mr. Movun. I think it increased the cost of distribution; yes, sir.

Senator LoNereaN. And that was added then, of course, to the
price to the consumer?

Mr. MoruiN. Yes; I have been told that a retail shop, he just oper-
ates on a percentage of volume. If he takes in, we will say, $2,000
a week, he figures a certain percentage of that is profit, and he knows
what his cost was, so he just adds on a certain percentage to his cost
to get his margin. If his margin drops and his expense does not
drop, he just increases the spread. I have been told that by people in
the business.

Senator King. Is that not true with respect to all commodities sold
by retailers?

Mr, Mornin, I think that is true.

Senator King. That is one of the factors involved in their prices
and in their business.

Mr. Moruw, I think we are sufferinﬁ possibly a bit from a sort
of a transition stage from the days of the old straight meat retailer,
and the chain stores coming in and handling meat. We have ha
thousands of new units put in, and perhaps the situation will adjust
itself, but in the transition stage, I am satisfied it has increased the
cost of distribution,
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Senator King. In the big cities, you would hardly expect to find
the retailer of beef alone. :

Mr, Movuin, Not beef alone, but they used to handle meat. Now,
they handle everything.

The ?HAIRMAN. How much canned meat is prepared in this
countr

Mr. Moruiw. I do not think any, practically, except to fill Govern-
ment orders, and when the C. C. é, cam;i,s were first started they even
used South American beef, but we got that stopped.

The Cuaigman. The importation of canned beef does not come in
competition with the production of canned beef in this country? I
mean, as canned beef.” Of course, if they do not bring in the canned
beef, you go on the theory that they would use the other?

r. Moruin. Yes, sir.

The CuARMAN. On the same theory that if we do not import any
bananas they will eat apples?

Mr. Moruin. It is not on the same theory——

The Cuamman (interposing). Somewhat. I may be a little
farfetched in my illustration.

Mr. Morran. The trouble is, Senator, we cannot get the packers to
interest themselves in this problem. They would rather sell their
South American canned beef.. :

Senator Vanpensere. That is what I would like to know. Why do
we can no beef in this country?

Mr. MorLuiN. Th%y cannot can it in this country and compete with
the low cost of beef from South America, even by the time you add
the 6-cents tariff and the ocean freight, they still can lay it down in
New York City cheaper than it can be canned here.

I have gone into that very thoroughly during the past summer, and
we tried to get some of the packers to start canning beef. Hornell
promised me they would start it, but they have not done so, and I
think it is just the price that keeps them from doing it.

Senator VANDENBERG. Suppose you transferred all of that canned
business into the United States, what will that mean to your industry ¢

Mr. Moruix. I have some figures which I will put into the record.
These are figures of per-capita consumption of meat for the year 1934
and 1935. The figures for 1936 are not yet available,

1934 1938
D SR 62.7 57.6
I, 0.6 9.2
Lamb and mutton 6.3 7.4
ork. . 65. 4 ¢ 46,7
All meat. 144.0 120.8
Lard 12.9 8.2

The Cuamrman, The figures for 1937 were less?

Mr. Mowurn. Yes, sir; quite a little less. But that was partly
due to the drought, I guess. : .

The Cramman. And it is partly due to the good times and ‘the
people more able to buy? ‘ e

Senator VanpeNsEre. More money is circulating?

“ o meaeaw m e
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Mr. Morrin. Well, Senator, there was quite a reduction from 1934
to 1935 in consumption. I think that is probably largely due to the
drought. . : -

To continue:

I call your attention to the fact that last year’s imports of this
commodity were practically on the same basis as the last full year
pre-Smoot-Hawley Act. If reduced to a basis of 900-pound cattle
the 1936 imports would be the equivalent of approximately a hali
million such cattle, while reduced to a basis of canner and cutter
cows, they would considerably exceed that number.

Our attention is often called to the fact that a few top cattle sell
at extravagantly high prices in Chicago. That is the situation which
exists today and is due largely to the effect of the drought last year,
with the result that on January 1, 1937, the feed lots of the Corn
Belt contained only 77.2 percent as many cattle as they contained a
year earlier,

The Caamman. I am interested in the figures on production of
cattle in the United States for the last 10 or 15 years. Has it. shown
an increase?

. Mr. MorLuiNn, Well, it has varied up and down. T have here figures
that go back to 1930 only, and that starts in with 61,000,000 cattle
in 1930—in round numbers. ‘

Senator King (interposing). Does that mean calves, as well?

Mr. Mo, Yes. The figures are: .

. $63,000,000 in 1931, $65,000,000 in 1932, $70,000,000 in 1933, $74,-
000,000 in 1934, $68.000,000 in 1935, and $68,000,000 in 1936.

The Cuamman. But 1t shows a gradual increase, except influenced

by drought, or something like that ?

" Mr. Moruin. Yes, sir.

:_ Our industry has not, fully recoversd from the low prices of the
depression years. We had many years of such low prices and onl
1 or 2 good years recently hampered at the same time greatly witK
drought conditions in many sections,

The regional agricultural credit corporations, which were formed
under the Hoover administration and which have been in process of
liquidation ever since this administration came into power, are still
carrying nearly $25,000,000 worth of livestock Joans, ineligible to
rediscount in the new production credit associations and which no
private agency is willing to take over. That shows that we are still
not entirely out of the woods.

The Cramrman. But you have a greatly improved condition among
the cattle people?

Mr. MorLin. That is true.

‘We commend the changes which have been made in administration
of the act, as outlined by Assistant Secretary Sayre yesterday. If
the act is to be continued in force, there are two major changes which
shg};ld be made in order adequately to protect American agricultural

roducers : :
P First. The public hearings which have been referred to should be
held before the committee which actually writes the agreements in-
stead of before a committee which has nothing to do with the writing
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thereof. Under the present system, it seems almost futile for an
organization located many miles away from Washington to go to the
expense of making personal appearance at such hearings, as there
has been little evidence that any attention is paid to them.

Second. Agreements entered into should be subject to confirmation
by the United States Senate. I do not understand that snch a change
would entail any detailed action by the Senate as to what individual
rate reductions should be, but it would seein to be a desirable check
entirely in keeping with the American system that the committee
which writes the agreements should be conscious of the fact that before
going into force they must be accepted by the United States Senate,

The CHAIRMAN. Vz}hen you were before the committee, you advo-
sated that, did you not?

Mr, Morrin, Yes,

The CmarrmMaN. Proceed.

Mr. MorLin. So long as a majority of the Senate is in sympathy
with the policy of the administration 1n this respect, it would nof. seem
that such a change in the act would stalemate the operation of the
law but would merely, as suggested above, constitute a healthy check
upon the activities of this committee, which is not in close enough
ltoucgl with the people and industries whose fate they hold in their
ands.

The Cuamrman. We appreciate your coming here, ‘

Mr. Moruin. I appreciate the opportunity to have come and made a
statement,

(Subse&uently the following was received and ordered placed in
the record :)

UNITED S4ATES DEPARTMENT OF AGRICULTURE,
BURKAU OF AGRICULTURAL FCONOMICS,
Washington, D. O., February 12, 1937,
SeNATE FINANCE COMMITTEE,

Washington, D. C.
(Attention: Mr. Johnston, Secretary.)

GENTLEMEN ;: In response to a telephone request from Mr. ¥, X, Mollin, secre-
tary of the American National Livestock Assoclation, we are sending you
herewith a tabulation showing our tentative estimates of yearly meat consump-
ition bly kinds, including both total and per capita, for the years 1934 to 1036,
nclusive.

These estimates make allowance for imports and exports to and from foreign
countries but do not allow for the movement of meats to and from our three
noncontiguous Territorial possessions-—Alaska, Hawalii, and Puerto Rico. The
amounts moved to and from these Territories, however, are extremely small in
relation to our total consumption, consequently they would not affect these
totals except to a very small degree,

Meat consumption in this country in any one year is determined almost
entirely by the number of animals slaughtered in the country during the year
as practically all meat produced from slaughter in any one year moves into
consumption very soon after it is made available for us,

Mr. Mollin advises that these figures ave to be included in his remarks
following his testimony before your ¢ommittee.

Very truly yours,
C. V. WHALIN,
In charye Livestock, Mcats and Wool Division.
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Hstimated yearly consumption of meat and lard in the United Statcs, 1934-36

1934 1935 1936
Kind
Total |Percapita] Total |Percapital] Total |Percapita
Million Million Mitlion

pounds | Pounds | pounds | Pounds | pounds { Pounds
Boef. .. 6 816 53.8 6. 604 51.0 7,364 7.3
Veal.. . 1,047 83 977 7.7 1. (66 8.3
Porkl....oeimniininnan 8, 314 5.7 6,236 48.9 7.328 871

Lamb and mutton.... 793 6.3 875 6.9 839 )
Allments L euneneennnenn 16,969 134.1 14, 592 114.5 16, 507 120.2
Tard. 1,623 12.0 N 8.7 1,361 1086

1 Exeluding lard,
Note.~The low per capita consumption of meats in 1935 and 1936 compared with 1934 was due to reduced

domestic production. oat consumption in the United States in any one year is determined largely by
the volumo of slaughter. Tho number of hogs for slaughter in 1935 was greatly reduced partly because of
tho adjustmont program but mainly because of the reduced fead production on account of the 1934 drought,
This reduction in fred supplies also caused farmers to feed fowor cattle for market in 1935, This reduced
the supplr of besf and per capita beef consumption. Increasod feed production in 1935 as compared with
1934 enabled farmers to feed more cattlo and hogs for the 1936 market; hence, meat consumption in that
year was larger than in 1935 and yet materially less than in 1934, !

The Cramman. The committee will adjourn until 10 o’clock tomor-
TOW morning. '

(Whereupon, at 11: 55 a. m., recess was taken until 10 a. m. Friday,
Feb. 12, 1937.)
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FRIDAY, FEBRUARY 12, 1937

 UN11ED STATES SENATE,
CoMmITTEE ON FINANCE,
Washington, D. C.
The committee met, pursuant to adjournment, in the committee
room, Senate Office Building, at 10 a. m., Senator Pat Harrison
(chairman) presiding.
The Cuamrman. Are there any on the calendar today who desire
to submit briefs for the record?
No response.)
'he CrairmaN. Mr, White, I understood you wanted a few min-
utes and desire to put a brief in the record.

STATEMENT OF JOHEN €. WHITE, WASHINGTON, D. C, REPRE-
SENTING THE AMERICAN COTTON SHIPPERS' ASSOCIATION

Mr. Waire. I wanted to make a short statement, not more than 5
minutes.

The Cuamrman. All right, Mr. White. The witness is Mr. John
C. White, representing the Amnerican Cotton Shippers’ Association.

Mr, Warre. Mr. Chairman, my appearance is for the American
Cotton Shippers’ Association, with its headquarters at Memphis,
Tenn., and for its affilinted associations, which are the Texas Cotton
Association, the Oklahoma State Cotton Exchange, the Atlantic Cot-
ton Association, the Southern Cotton Shippers’ Association, the
California-Arizona Cotton Association, and also the Arkansas Cot-
ton Trade Association,

The individual members of these associations are cotton merchants
and cotton exporters, and they are in function the salesmen of the
American cotton crop in this country and the various foreign coun-
tries, ‘

I do not need to emphasize to you the importance of the cotton
crop in the economy of the South and of the Nation, but there is
some very interestinig data on this subject just published by the De-
partment of Agriculture, I ask Ipermission to put in the record a
table which shows the quantity of cotton exported and the value of
cotton exported for a considerable period.

The Craamrman. You may put that in the record.

(The document referred to follows:)
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United States: Production and eaports of cotton, exports of all commoditics,
and exports of agricultural commoditics, 1850-51 to date

uan- | Ratio of Ratio of {zl:lﬁg 3{
Cotton | tity of | cotton | Value of | YAIUGOTRII] value of | Valueof | oo o
Saason ! produc-| cotton | exports | cotton | cmmodi- | cotton ox | total agrl- | (neq o
tion 0X+ mp;?rm exnérwd "wto’ff i '(:1‘11? mm"{l 1] fotal agrls
ported | duction porte °°';““‘;ts yj exports cultural
expo exports
1.
bules,
1.000 500 1,000 1,000 1,000
1850-81 to1850-60 bghl';; Pgl{_""l‘g P"f}%"i q?gag& dia){i[gr', 3 Pﬂ'“&’}{ 2 d’]’;!(‘)‘"i’ﬂ‘ P"Cﬂ&i
1860--81 to1Kk64-65 § 2, 140 138 6.4 11,793 170, 108 6.0 123,951 6
1865-60 to 1860-70( 2,463 | 1,481 60.4 | 274,724 307, 606 06.6 210,440 85.1
1870-71t0 1870-80 | 4,307 | 2,848 64.7 | 104,731 574,888 33.8 473, 2°0 42.9
gggg“g} '/é) 18188{{)-990 6,405 | 4,258 65,6 | 221,320 750, 146 20.5 573,052 38.6
91 to 1800~
1900, . 68.6 | 226,306 | 1,008,183 22.5 708, 235 323
67.2 1 317,701 1,460,463 21.8 061, 628 33.
7311 287,110 | 1,365,482 21.2 857, 114 33,
60.6 | 316.278 | 1,302,231 22.7 878, 481 40.
372,476 | 1,435, 20.0 859, 180 43,
66.3 | 303,080 | 1,401,745 20.4 828,805 47,
672.3 | 303,141 1,717,063 22,9 076,047 40.
07.4 | 476,004 1,853, 718 25.7 | 1,054,405 45,
G9.0 { 438,871 | ' 1,834,788 23.9 1 1,017,306 43,
07.6 1 421,401 1,638, 350 25.7 003, 238 46,
63.5 | 448,710 , 710,084 26.2 R71,158 51,
60,1 881,800 | 2,013,549 28,0 | 1,030,794 56.
70.8 1 067.554 | 2,170,320 26.2 1, 060, 627 54,
66,7 N, 080 | 2,428, 506 22. 1,123, 652 48,
067.2 610, 041 2,320, 684 26. 1,113,974 54,
54.0 | 376,246 | 2,716,178 13. 1,475,938 25.6
54.7 | 384,171 4,272,178 9. 1,618,071 26.3
4R.3 | 522,500 | 6,227,164 8.4 1,008, 263 20,8
0| 654180 | 5 608, 652 2| 2280400 28,7
48.0 | 924,202 | 7,081,462 13 3,579,118 26.8
58.8 11,333,026 | 7,049,309 16, 3.861, 511 34.
44,5 | 501,312 | 6,386,884 9.4 2,007,611 22.
79.9 | 600,130 | 3,699,000 16,2 1,815, 850 .
6.3 | 030, 1 3, 886, 682 18, 1,709, 168 46,
567.3 | ' 900, 660 | - 4,223,073 21, 1,867, 008 48,
60 5 (1,040,005 | 4,778,156 22. 2,280, 381 48,
51,3 | 022,737 | 4,053,148 19, 1,891,739 48,
62.8 | 846,788 | 4,867, 346 17 1,907, 864 44
60.6 | 820.105 | 4,773,332 17 1,815, 461 45,
8.2 | 847,400 | 5,283 038 16.0 | 1,847,218 45,
47,8 | 657,727 1 4,817,730 14 1,495,907 44
BL.2 | 420,972 | 3,031,867 13 , 038, 034 40,
B53.8 {339,940 , 908, 17, 762, 145 48,
08.4 342,608 | 1,413,397 580, 653 B8,
61,01 421,406 | 2,008,484 21.0 787,347 63,
52.3 | 326,685 | 2,085,002 16.6 2068, 713 48.
58.9 | 383,537 | 2,374,150 16.2 37686, 304 50,

1 Cotton (quantity and value) 1850-51 throngh 1866-67 season beginning July; 1867-88 includes 13 months
July through July; 1868-69 to date season beginning August. All commodity exports and agricultural
oxports are for soagon beginning July 1. .

.Bunning bales 1850-51 through 1808-09; 1809-1900 to date bales of 500 pounds gross welght.

Excludes distilled liquors which are classified as nonagricultural, .

5.

=3

- .
.y

Mr. Warze. It shows that over one-half of our cotton is exported,
and it shows that the value of the cotton exported has varied from
$1,383,000,000 down to $325,000,000, ; o Cae

Senator Vanpeneere. What does it show by way of trend during
the last 3 years on the export of gotton? T P

Mr. Write. For the last year the exports were about 6,000,000
bales, which was approximately 1,000,000 bales in excess of the pre-
vious year. The previous year was about the low point of cotton ex-
ports 1n the recent history of the country.

Senator Vanoensera. Have not cotton exports fallen off tre-
mendously in the last 8 or 4 years?



EXTENDING RECIPROCAL TRADE AGREEMENT ACT 199

Mr, Wiorre. The average exports, I suppose, during the previous
10 years would lhave heen almost 8,000,000 bales, compared to 6,000,-
000 bales last year. Of course, that decline in the exports is the very
reason we are appearing here in behalf of this measure, because we
have felt that the primary reason, or a very important reason, for the
decline in the volume of the exports and tﬁe value of the exports has
been the increasing tariff burdens we have placed upon the importa-
tion of foreign goods which we must receive in order to get payment
for the cotton we sell,

Senatot Vannensere, Do you think that is the reason that your
cotton exports have fallen oﬂxe’

Mr. Warre, We are sure that it is a very, very important reason.
For instance, on this question of the “favorable balance of trade”,
which has been continually with us over this period, our opinion is
that it has been the very reason that our exports have fad to be forced
in the market at a declining value,

Senator Vanpennere. How much did the restricted production
have to do with the export situation ¢

Mr. Wurre. Restricted production had something to do with it,
of course; also the 12-cent loan the year before last had a lot to do
with the very low volume of that particular year.

The importance of the cotton crop to the South and the Nation
is further emphasized by the fact that over 214 million workers are
engaged in the production of cotton, and over 40,000,000 acres have
been planted in cotton. Now, if we are going to lose our exports for
cotton, it means that as many as one-half of these workers and as
much as one-half of this land could be devoted to other crops.
There you have a tremendous potential cagacil,y for the production
of other crops, including dair groducts and cattle. Also, this means
a plentiful supply of cheap ¥a or in the South for manufacturing
purposes. That has been a source of considerable complaint in the
past, and a farther loss of cotton production and the inability to find
a market for the cotton produced will simply emphasize the trend
in the future.

Exports to February 9 were about 600,000 bales lower this season
than they were last. The confused state of international trade, for
which again an important factor has been our tariff pelicy and re-
strictions on both exports and imports, is primarily responsible. We
have not had any pegging of the price of cotton this year, such as
wag an important factor 2 years ago, and the only explanation can
be that the people to whom we sell cotton cannot pay for it because
we will not fake what they have to pay us in.

Senator Vanoeneere. Has not the rest of the world started to grow
cotton in the last few years to a degree that almost permanently fore-
closes your exports on the old basis? , .

Mvr. Warre, I do not think so. There has been a considerable in-
crease of production in Brazil and Argentina, and there will prob-
ably be a continued increase of production in those countries, but
that Ig)roduction, in terms of exports, amounted to about 500,000 bales
for Brazil and, say, 160,000 for Argentina. Also, of course, one or
two of the other major producing countries have gone back prac-
tically to a capacity cr(%p,%ut they will depart from that, and we will

fy

have an opportunity, if we will take advantage of it, to. increage our
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sresent exports of cotton and to got back almost to the same high
nasis as wo enjoyed during the period wlien we were making very
henvy loans abroad.

M course, wo cannot continue the loan policy and we are not advo-
cating it, but we do feel that we ought to be given the opportunity
to sell this cotton and to take whatever these countrios ern pay us in.

Senator Vaxpennera, Do you trace any inereased cotton exports to
the trade agrecments thus fart

Mr. Warir. I would say some slight increase, boeausoe every time
you give them a fow more dollars to spend in this country they are
l,vomg to spend & good deal for cotton. In the case of France you

wve a considerable increase in cotton imports in the last yenr. You
could hardly say that the reciprocal trade agrooment alone wag
re.ponsible for it.  Cotton eannot gain any divect advauntage from a
reciprocal trade-agreement policy. 1t goos into most of the foreign
countries without restrictions.  ‘There has also been some slight
incroase in the ‘»x‘mrts of cotton to Canada. Wo do not expect, any
advantage through the trade-ngreement policy insofur as getting a
particular advantage or concession affecting our cotton, 'We may
come to that, of course, with the increase in Toreign compotition, but
wo are not there yet,  Qur hope is that we will permit enough of the
foreign goods to come in to pay us for the cotton which these coun-
tries are anxious and willing to buy.

Sonator Vaneensere. In other words, you are speaking hopefully
rather than factualiy !

Mr, Winte, We are speaking hopefully and wo helieve that the
rolicy as ontlined by Seevetary Hull will have the results that we
hope for.  We do not expect it to show quick results, As a matter of
fact, we have been disturbed by and we have urged the State Depart-
ment to pay u little less attention to this Yankee bargaining which
they have, in our opinion, earried much too far.

n the most-favored-nation clanse, we are, of course, for that
because the cotton trade cannot be conducted on a simple bilatoral
busis, We are convinced that the cotton trade is multilateral and
that the favored-nation clause is essential for our most important
export commadity if it is to be given any advantage whatsoever
from the program. :

In conoﬁnsmn, Mr. Chairman, I just wish to say that we regard
this reciprocal trade policy as the only acceptable and practical
way of restoring international trade to a sound basis, and we there-
fore urge immediate action upon this agreement.

The Cuamman. Thank you very much, Mr. White. Have you a
statement you want to put in the rocord!  You may give it to tho
reporter.

r, Winrre. I wish to place this resolution of the American Cotton
Shippers Association in the record.

The Criareman, That may be done.

(The document referred to is as follows:)

Be tht, :;’vsolvcd by the American Cotton Shippers Association in convention
awssembled:

1, That this associntion express its disappointment that the constmmation
of trade agreements with cotton-consuming countrivs has not proceeded with

greater vapidity ; and that so much attention has been given to advantages glven
us by other countries and to prevention of competition with inefficiont American
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industry, whereas the basie necessity s to permit immedintely enough fmports
to come In to pay for American agricultural products on a profitable basis,

2. 'That this assoclation advocate o gencral reduction of tariffs so that
colton exports cean be continued,

3. 'Phat attention is called to the fact that one-hatf of the fertile Ind and
agricultural Inbor of the NSouth can, and will, be turned into the production of
other agricultural coimdiiles o duio industrinl-labor channels, unless im-
ports to pay for exports of such cotton arve allowed to come in freely.

4, That this association oppose any measures desighed to fnercase tariffs in
the form of customs dutles or excise taxes or to place other Qifiienlties in the
way of foreign trade.

6. It is desired to emphasize that the problems created by international trade
restrictions that impede the oxports of cotton are n no seuse original,  The
problems ave distinetly and positively national, In the event that current
c¢ftorts through the negotintion of reciproeal trade treaties ave tusufficient to
restore the normal volume of cotton exports aud, in the event that a general
tarif® revision Is not attempted, it seems inevitable that there will be a sharp
contraction of the exports of Awmerican cotton, I such is the vesult, it is
equally inevitable that the productive resources of southern agricnlture will
soek alternative crops which will be in diveet competition with other agricunl.
tural arcas,  In addition, the labor now utilized in the production and market.
ing of cotton will be released and pressure will be exerted upon the wage seales
of fudustry geaerally. 1t s, therefore, submitted that the most impovtant ua-
tional problem, both from o sxoctal and ceonomie point of view, ix the main-
tennnee and reestablishment of o normal volume of cotton exports, In the
absence of suceesstul efforts to restore cotton exports, at a price fair to the
producer, It appears certain that a natlonul erisis of mujor proportions will
ensue, The Ameriean Cotton Shippers  Association calls upon  agricultural
producers dn other veglons and upen ndustrial labor groups to exert their
fufluence toward the suecessful culmination of governmental policles which
will achleve the rvesult of reopening the ¢hannels of international trade, Not
only does the self-interest of these groups dictate such a conrse, but the general
welfare of the people of the United States demands it,

G, That these views be presented to the President, the Seeretary of State,
and congressional conundttees having jurisdiction of legistation concerning the
tarify,

The Cuamman., Mr, Garvan,
STATEMENT OF FRANCIS P, GARVAN, NEW YORK CITY

Mr. Garvan, My, Chairman and members of the committee, I thank
you for, this opportunity to express my views to yvou, and I hope you
will bo patient with me in the disconnectod manner in which T niust
necessarily present my thoughts,

1 might say in the beginning that I have been working on this
roblem for some 20 years. That. was a job given to me by President
Vilson, and I have never been able to conscientionsly lay it down,

I appear heve for no interests whatsoover, I appear here entirely
in carrying ont thoe trust which was imposed upon me by the Gov-
ornment some 20 years ago, It is 20 yeurs this fall since I came hore
and became acquainted with the situation of our foreign dependence,
Then it was mainly in science and it continued to be in science.

Just before I go into my remarks, in view of the last gentleman’s
testimony, I would like to present to you two charts, 'Wo know that
the cotton problem is perhaps the most serious in the country and we
know that all of us are doing our very best to find some way of
solving tho problom, but the Inst gentloman said that he has gotten
an idoa that the world can be made to take our cotton irrespoctive of
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their own economies. He has gotten the idea that cotton purchases
here are made and purchased because of exports to this country, be-
cause he claims the foreigners must have the ability to buy our
cotton and that ability to buy our cotton can only come from exports
to this country.

"This is a chart of the foreign purchases of the United States agri-
cultural products compared with the foreign purchases of United
States securities and increase in our short-term liabilities in foreign
countries. This chart shows that the foreign purchases of United
States agricultural products, all commodities except leaf tobacco and
unmanufactured cotton, and then for leaf tobacco and then for
unmanufactured cotton and for the securities during the period of the
year 1935, It shows that they bought all commodities except leaf
tobacco and cotton amounting to $223,000,000. They bought of to-
bacco $133,000,000. They bought of unmanufactured cotton, $390,-
000,000. They bought of our securities and increased our short-term
banking Labilities $1,411,000,000, in the year 1935,

So, at least for the years 1933 and 1936—I think it is useless to
go back over the years—it shows they never had any lack of money
to buy all the cotton that we could raise at any proper and decent
price to our farming commnnities.

I repeat; there were $223,000,000 foreign purchases of all com-
modities except tobacco and cotton; $133,000,000 of tobacco; $390,-
000,000 of unmanufactured cotton, and $1,411,000,000 of securities
and_t_increased liabilities in our short-term international bsiking

osition.

P For the 9 months of 1936 the foreign purchases of United States
ugl;'icultural products, all products except cotton—I did not put in
tobaceo in the second one because I did not have time—$238,000,000
of all commodities; unmanufactured cotton, $210,000,000; of our se-
curities, $870,000,000, during the first 9 months of this year. Of
course, the time is not sufficient for me to put in before you to get
the last figures for December, and so forth.

So, I say that while they bought perhaps $1,000,000,000 of agri-
cultural products, they bought $2,250,000,000 of our best securities
and increased their short-term position and have on deposit here for

urchase—I have copies of these charts for the committee and I ask
or the ingertion of them in the record.

The CramrMan, That may be done,

(The charts referred are as follows:)
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(1) IForcign purchascs of United States agricultural products compared with
(2) forcign purchases of United States sccurities and incrcase in our short-
term banking liobilities to foreign countries

Toreign purchases of United States Foroign
agricultural products purchases of
United
States securi-
, . ties and in-

Countries or areas erenso in our

All commodi-
hort-term
ties (excopt Unmanufac- | ¥ -
ummanufac- | Leaf tobaeeo | vroq ootton ng’,&f,‘{,‘;“to
tured cotton) foralgﬁ
countries

First o months of 1936
United Kingdom wenan| $102, 400,000 $40, 200,000 | $225, 270, 000
11, 500,000 |

France. .. - - , 500, 28, 000, 000 18,207, 000
Qermany.... 7, 800, 000 28, 400,000 87, 260, 000
Ital 800, 000 14, 200,000 4, 726, 000
Netherlands...... 7, 700, 0600 2, 200,600 , 460,

8witzerland 866, 000 34, 000 167, 250, 000
Other Europe 16, 500, 000 27,700, 000 67, 277,000

Total, Europo. 147, 366, 000 147,734, 000 573, 964, 000

Canada | 26,600,000 ), 500, 138, 465,

Latin America... 13, 600, 000 300, 600 90, 106, 000
TFar East... ——an 11, 100, 600 49, 800, 000 66, 712, 000
All other. 38,934,000 |. 3, 36#, 000 097,000

Grand total wen] 238,400,000 f.uocmeenaenn 210, 700, 000 870, 244, 000

83, 600, 000 97, 400,000 77, 300,000 864, 934, 000
10, 700, 000 2, 600, 000 40, 000, 000 210, 246, 000
7,300, 000 2, %, % 40, 700, 000 36, 699, 000

900, 000 ) 30,300,000 | 23, 838, 000
8,700,000 { 1,500,000 | 5,500,000 { 114, 493, 000
340,000 700, 000 60,000 | 130, 3

20,100,000 | 8,200,000 | 60,700,000 | 129, D64, 000

Total Europe.. . 131,640,000 | 112,000,000 | 263, 560,000 | 1, 200, 604,000
Canada. ... - . 100, 000 1, 300, 000 186, 300, 000 17, 000
Latin America. 17, 500, 000 1, 400,
Far East 200,000 8,600,000 | 109, 200,000 128, 303, 000
All other. 47, 660, 000 9, 500, 600 140, 600 12, 671,000

Grand total 223,100,000 | 133, 700,000 | 390,000,000 | 1, 411, 415,000

Other Europe. ...

1 Red figures.

Bources: U. 8, Department of Agriculture Foreign Crops aud Markets, Mar. 30, 1036, p. 388; U, 8.
Dopartn.ent of Comn.erce Foreign Comrerce end Navigation, 1035; U, 8. Treasury Department Sta-
tistics of Capital Movements between tho United States end Foreign Countries, p. 13,

Mr., Garvan. I might add that this states them as to countries,
So that if any one country claims its inability to buy our cotton, the
figures are right theve. ‘

Senator Vanpensere. Mr, Garvan, are you going into the question
of the total foreign investment at the present time in American
securities ¢ ‘

Mr, Garvaw. T am.

Senator Vanpensere. All right. .

Mr., Garvan. I will go into it in order.

Senator Vanoensera, Suil yourself,

Mr., Garvan., Mr. Wallace testified yesterday that the basis of ap-
plying for this bill and its continuance, and the basic philosophy of
the whole proposition of ity original request from your committee
to give up the powers which you have exercised for 150 years to such
men—1T took o little interest in looking back over the history of this

125003 -3Tmpt, Soeogt Cog
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commitiee, and I was surprised at it. There is no book on it, and
the only history I could get was the list of the personnel of this com-
mittee for somo 100 years, and it was most inspiring, most encourag-
ing—Daniel Webster, Henry Clay, John C. Calhoun, all the way
down to your present distinguished chairman, It is a inismry of the
progress of America as governed and helped by this committee,

Senator Barkrey. Do you think the action of this commitice in the
ennctment of the ¥awley-Smoot bill was helpful to the United
States?

Mr, Garvax. I do,

Senator Barkrry. You do not agree with most people in this conn-
try, thent

Mr, Garvan, It is my misfortune and all that., T eannot discuss the
entire bill because I do not know all the topics, but, by and large, I
would say that the protective policy in the (‘ievoiolmmnt of American
industry, insofar as the tariff did that, was a good thing. In refer-
ence to the one thing I do know about, and that is the chemical indus-
try, the action of this commitiece in building that industry for the
Iast 20 years has been the greatest public service that I think has
over been rendered by any committee of Congress.

The chemical industry at the time of the war, as you know, was
dependent upon Germany. Today you gentlemen can make your
noutrality laws or make your other laws in perfeet peace and quiet
and with a singleness of purpose which was denied this country up
to the time that we had an indepeudent chemical industry able to
cope with the world. I could not discuss general tariffs because I am
not a general tariff man,

Senator Barxrry. The reason I asked you that question, this com-
mittee has doalt largely with tariffs, and I assumed that in the en-
comium which you were heaping upon the past membership of this
committee, it had to do with its tariff policies. I do not mean to
intimate by my questions that they were always wrong, but I won-
dered whether you could demonstrate the propriety of your praise

Mr. Garvan. I tell you why X make the praise and why I make this
contrast with this new policy. No matter whether right or wrong,
in specific instances on this committee for 150 years you have been
building new industries in America, and this reciprocal says “death”
to new industries. It forbids new industries. That is the main dis-
tinction in a sontence, T would say ; that we cannot have any more new
industries as long as the theory set forth by Mr. Hull and Mr. Wallace
governs the making of our tariffs.

Senator Barkrey. You are utterly and diametrically opposed to
their theory of this?

Mr. Garvan. Yes,

Senator Barkrey. Have you, out of the province of the Chemical
Foundation, contributed anything to the writing of books or maga-
zine articles or propaganda against the theory ¢

Mr. Giarvan. Yes, surely; with all my force and with all my-——-

Senator Barkrey. Will you furnish the committee with the amount
you have expended ¢

Mr. Garvan, Absolutely. I have here—any propaganda that I
am a part of I am ready to show exactly word for word and exactly
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penny for penny and exactly to whom it went. I have here the ac-
countant’s report of the Chemical Foundation from the first day it
was founded in 1919 up to the 1st of January 1936. The data is
not through for this year. I will furnish to this committee this
detailed account down to the 2-cent postage stamp from that day up
to this, what it was spent for and cvery detail,

I might say that Senator Nye’s committee voiced something that
may be in the back of your head and cume to our oflice and spent
2 weeks with a force of 10 or 15 men going through every letter
and everf’f file, and then the accountants made up for them this
report which shows every cent received and every cent spent for
the 19 years of our carcer., Tt was handed to them and I then went
before the committee and offered to testify, but they did not see
fit to call me, nor did they see fit after their examination of this
account to put it in the rvecord. It is available to you, to your chair-
man, to any member of the committee, to the plli})’lic record, Lo any
public citizen ov any citizen of America.

Senator Vannenpere, Mr, Garvan, I think the vecord ought to
show, as a member of the Nye commitiee, that we found there was
no necessity to eall you after we made the examination because there
was nothing to complain about,

Mr. Garvaw, I thank you,

The Cramman. Is the Chemical Foundation a profit-sharing
proposition ¢

_Mr, Garvan. No, sir; there is no profit to the Chemical Founda-
tion.

The Cusmrman. Explain that,

Mr. Garvan, I want to explain to you that it was founded—when
we got in the war and the Alien Property Custodian camne to seize
the German-owned property, we found this condition of dependenc
which had done so nl[l(:{l to force us into the war. We were depend-
ent for dyes which controlled the employment of 4,000,000 people.
We were, dependent for drugs which controlled the only cure for
syphilis, and the draft told us that there were 10,000,000 syphiletics
in the country. They controlled the nitrates, the foreigners did;
they were controlled in Chile, and because of the U-boats which
sunk the ships there, they were threatened. So you could go down
the line of control.

President Wilson was in just the same position as your good
President is today with Mr. Runciman. Thoe control of Great
Britain over this country has been substituted for the control of
Germany, which I will explain as I go on. You asked me about
the Foundation and I want to explain,

The Germans notified President Wilson that unless they forced
England to 1ift the blockade they would squeeze us because of our
necessities. We have the letters and the telegram of Bernstorff—
“NOIW”iS the time Lo shut off the dyes and throw 4,000,000 men out of
work.

Wo have the official notification of the German Government.
through Herman Metz, saying he spoke for the chemical industry of
Germany, that they would not give us any dyes and they would not
%ive us any Salvasan, until the will of Germany was accepted by
this country. .

(Information referred to is as follows:)
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New Yourk, Juie 16, 1915,
Hon., Woobrow WiLson,
White llouse, Washington, D. €, .

My Drag Mg PrestoENT: I know that you are conversant with the serious
situntion that confrouts the textile and other industries of this country through
the failure to continue the receipt of dyestuffs and chemicals,  ¥ftorts ave being
made to have the recent “Order in couneil”, allowing two shipments to pass,
modifled somewhat so that gshipments wiil be allowed through on a basis that
Gérmany will agree to.

In this connection an extract from a letter received from Justizrath Dr.
Adolph Hueuser, president of the Verein zur Wachrung der Interessen der
chemlschen Industirvie Deutschlands, in Berlin, avd which is composed of all
the dyestuff and chemical mannfacturers in the German empire, dated May
26, will probably interest you. It is as follows:

“I note that you have enrried out your plan to organize an American dyestuff
consumers’ assoelation,  We here are gladly ready to send dyestuffs to Ameriea,
but we rest on the standpoint that we cannot accept this as a favor or gracious
act on the part of Kngland, but that we can only send dyestuffs when Fngland
recognizes the right of America to receive goods from us, and you send us
cotton in exchange for such dyestuffs. This is also the standpoint of our
Governmentf,

“Any other standpoint wen'd be unworthy of America or Germany, We are,
of course, somewhat acenstomed to soetng the Amerlean Government look at
situations through two pairs of spectacles according to whether Germany or
England s cencerned in the question. Yngland can simply deny American
suggestions offband and the American people yield with astonishing submission,
a'though the entire earrying en of the war on the part of Kngland and her
Allies depends entirvely upon the good will of America, When Grrmany, how-
ever, does anything toward using her own good richts, the act is decried in
America. I hope Ameriea will sueeceed in foreing ng'and to stop interfering
with commerce between Germany and America, and, if so, you will find us only
too glad to give you all the dyestuffs that you need.”

I submit this to show you the situation as it is viewed by Dr. Haeuser, who
at the present time vepresents officially the entire chemiecal industry, as presi-
dent of the Berlin organization. This simply Indicates that they have avaitable
goods in Germany which we need here, and which we can get if Germany is
assured that the goods will not be taken off by England and that she will
get cotton in retwrn, T submit the extract to you for what it i worth, knowing
that you apprecinte the situation and assurlng you that, so far us I am con-
cerned, I fully appreciate the delicacy of the situation that confronts you,

Yours very truly,
H. A. Mgrz,

New Yorx, March 6, 1915,
Hon, Wririam J. Bryan,
Becretary of State,' Washington, D. C.

My Dear Me. Bryan: Referring to my letter of yesterday regarding the dye-
stuff situation, I beg to say that I recelved the following cable this morning
from Germany vin Milan: “Latest developments make further shipments dye-
stuffy impossible.” The cable wag sent to me by Dr. Adolph Hacuser,

The same man that, as I have shown before, wrote the letters directing what
Germany wanted in a tariff policy. He has now been made the bead of them
all, the president of the Verein zur Wahrung der Interressen der Chemigchen
Industrie, Deutschlands, which 18 composed of the various chemicul and dye-
stuff manufacturers of Germany, with headquarters in Berlin, and shows the
attitude of German manufacturers of dyestuffs in the present crisis,

It 1s safe to assume that they will take every precantion and go to any length
to prevent their products reaching consumers of enemy countries, and unless
gome agreement can be reached to have the present condition modified, the manu-
facturers of this country will suffer ay much as those of belligerant countries.

Yours very truly,
H. A. Mgtz
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{Telegram to foreign office In Berlin]

Serial no. 432 of March 13, 1015. It is reported to me by Hossenfelder,
Telegram no, 4, that the stock of dyes in this country is o small that by a
German embargo about 4,000,600 Awmerican workmen might be tbrown out of
employment,
DBERNSTORFF,

Rrrort oF CoNsSUL GENERAL HOSSENFELDER T0 THE IMPERIAL CIIANCELLOR, DR, vON
BeramMann-IHouuwees

New Yorx, dlarch 3, 1916.

* # * Neither through moncy nor the granting of credit, nor by any other
means, can that critical situation be releved which has been ealled forth by the
removal of certain articles which are obtainable only in Germany, ‘These artd-
cles are cbiefly potash, chemicals, and dyestuffs, Potash s desired by agricul-
ture, inclusive of the cotton planters, all the more urgently since even last year
suflicient fertilizer could not be hrought to the goil. To enumerate the industries
which are suffering from the searcity of German chemicals would Jead too far,
I may, however, mention that the ¢vy for help which comes from the world of
physicians is becoming louder and louder and movre and more insistent,

The country, however, is being hit hardest by the lack of dyestuifs, which
makes itself felt more and more every day in regard to which I may refer to
the report of the husiness cxpert no. 5, part II, of the 15th of this month., What
the United States s able to produce in dyestuffs iy neither in quality nor in
shades in the remotest sufficient to meet the existing demands. 1t 18 now ae-
knowledged here on all sides that the reports to the contrary of Mr. Norton are
not only too optimistic buf directly untrue, With these, the assurance of Mr.
Redfield, Secretary of Commerce, at whose suggestion Norion’s reports were
made, have lost their value, Of the agitation hrought about by the Government
there is left only the effort to carry through some legislation by which great
hindrances are to be put in the way of the importation of dyestuffs fu the future,
In estimating the effect which will be produced by entting off the importation of
potash, chemicaly, and dyestuffs it should be tuken into consideration that the
cirele of persons affected is very extraordinarily large. Through the lack of
dyesiufls alone not only fs a whole list of fruportant industries (wool, cotton,
leather, puper industry, cte.), gradually made lame but for the great public
living becames more cxpensive both through the rise in price as well as through
the small durability of all products for whose production colors are used. We
are here unquestionably face to face with conditions which are without a parallel
in the past.

When I balince the pros and cons with cach other I come to the following
conclusions in regard {o Germany. If we, af some caleulable future time
should be restricted to American articles in order to be able to carry on the
war, something which would certainly not escape the ofliclal American repre-
gentatives in Germany and which would not remsain hidden from England,
we would not get these articles because England would net permit it, and
the dominant factors in the United States likewise do not wish it, If the
Government here, on account of individual English aggressions, should serew
itgelf up to incomsiderate language in ity notes addressed to England, it ig
to be assumed that these notes are first and foremost intended for home con-
sumption. That the United States should decide, In case of necessity, to give
emphasis to its demands by measures of compulsion, T consider fmpossible be-
fore as well as after. DBesides, for example, even a threat of an embargo on
munitions and war materials would make little impression on England at
present, since such an embargo would hit Awerica much bharder than the
g’ontlnunclon of the suppression of commercial jntercourse with the Central

OWers, ' ,

If the idea of the pogsibility that the United States, in order to carry through
ity demands, could use measures of compulsion or of retaliation i3 dropped, the
fact still remains that Eugland in many important things is dependent upen
the support and the good will of the Union to a far-reaching degree, and
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could, therefore, see iteself forced voluntarily to yield to certain American
wishes, even if the fulfillment of these wishes touched English interests. The
situation created by the luck of potash, chemicals, and dyestuffs will make a
decision necessary within a calculable period. I consider it, therefore, to be
probable that the American Government, which cannot escape its obligation
in relation to its own country, will demand from England the unmolested ex-
change of the German articles mentioned for American products like wool,
ete.  If this should take place and England should show itsclf inclined to yleld
to the demands, which is very doubtful, the question still remains open whether
a real gain is thereby achieved for Germany, I must answer this question
in the negative, * * * *

This history I would like to put_in the record because it exactly
duplicates the present position. President Wilson made up his
mind that this country must be independent, that never again should
we fall into the hands of a foreign government, and he took the Ger-
man patents, which covered the field of chemistry, and he directed us
to form a corporation which would be an eleemosynary corporation,
to so administer those patents that that condition of dependence
would never come again,

There was a board consisting of Cleveland Dodge and Judge
Ingraham—there was a board of trustees set up without pay. They
asked mo to be president of it without pay. Ior 20 years I have
served—excuse me for having to speak of the personal side, but I
must—for 20 years I have served absolutely witheut pay. I have
never had a postage stamp of expense, I have paid my own office
rent, my own tmveﬁing expenses, and there is not 5 cents of personal
expenditure in that record. Mrvs. Garvan and myself have given
over $1,000,000 out of our own pockets to that cause.

Senator Bargrey. Let me ask you about the corporation. It is a
corporation ¢

r. Garvan. It is incorporated,

Senator Barkrey. In what State?

Mr. Garvan. Delaware,

Senator Barxuey, What is the capital stock?

Mr., Garvan. The capital stock—the exact figure I canuot give
you; we will call it $500,000, $490,000, or something of that kin(f

Senator Barkrey. It was capitalized on the basis of 6 percent
dividends on the common and preferred ¢

Mr. Garvan. Yes.

Senator BarkrLey, With the excess over that to be devoted to the
development of chemistry?

Mr. Garvan. Yes.

Senator Barkrey. Can you tell us how much excess profit—-—

Mr. Garvan. We have never paid any dividends on either tha
common or the preferred, and the common stock wo expect to be all
surrendered zch given to us for nothing.

Senator Bargrey. Could you have paid a dividend out of profits
at any time?

Mr. Garvan. Not and be consistent with the purposes of my trust.
We needed eveorg penny. In fact, at times I had to loan on my
notes over $1,000,000 to carry along. For a long number of years
we got nothing until science and the industries had developed. Our
whole income has been from license fees.
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Senator Barxrry. Will you give the committee a list of the books,
{)amphlets, and articles which have emanated from the Chemical
Foundation upon the subject which is now under discussion?

Mpr. Garvan., Every patent and the amount that came in on it and
the people who paid that amount are in detail in this book. I would
prefer to wait a couple of weeks until we get 1936, :

Senator Barxirx. I am not asking for it this morning.

Mr. Garvan. Surely that is available to anybody at any time.
Now, T said we have gone on for 20 years until we have the greatest
chemieal industry in the world. You are absolutely safe in times of
war. We have carried on until I think we only have one dependency,
and that.is tin, There were dependencies of nickel, but the Chemical
Foundation has perhaps stretched its charcter a little and has spent
$7,000 discovering nickel in Alaska, There is all the nickel that we
need there. I cannot go on and develop it, but I am putting into
the record information so that the Government can take care of it.
T hired Professor McCaffery, of one of our northern universities,
who is one of the best metallurgical experts in the country, and I paid
his expenses to Alaska because we got a lead there, and he found an
istand_ just londed with plenty of nickel, but it is up to American
capital or the American Government to take that up from there.
‘We are not in business and we cannot go into business.

Senator Barkrey. To revert to the question of a moment ago with
reference to giving certain information about the amount expended
for magazines and books and propaganda, can you also furnish your
mailing list to which that has been sent?

Mr, Garvan, Surely.

Senator Barxrry. Will you do that?

My, Garvan. Every detail of every kind. I would like to put in
this record the report of Dr. McCaffery on the situation on nickel
so the Goverument may be officially notified that if they want to be
independent on nickel it is up to them to go out and get the capital
interested. The owners of this are men of poor circumstances who
are now being approached by Japan, by Germany, and by England
to continue the foreign monopoly of nickel which is so essential in
our steel making and so essential to our national defense. It is up
to the United States Government if the opportunity is lost to throw
off one more international monopoly and take one great big step
toward independence.

The Cuamman, Without objection, that may be put in the record.

(The report referred to is as follows:)

YAKOBI NICKEL REPORT

Novemprr 1, 1936,
Mr. W, W. BUrrum, ,
The Chemical Foundation, New York City.
Dear Me. Burrum: I had copper assays made on the nickel samples from
Yakobi and the copper and nickel contents are as follows: .
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Percent | Percont

Samplo nickel | coppor
NO. L eeececemenecsanaucmr s —tnae s nnans oo mn. 3,12 0.60
No. 2 - 8,01 .00
No. 3 . 7.86 b8
No. 4 2.18 18
No. b.... - 4.13 .58
No. 6 : o 2 15
Avorago for all - 4.97 .48

One of the difficulties the I. N, Co. has had for years past is their high cop-
per-nickel ratio in their ores. o produce the nickel they sold they were com-
pelled to produce millions of pounds of copper which they had to stock pile.

I think the ratio indicated above for Yakobi is very favorable.

Yours very truly,
Ricaarp 8. MCCAFFERY.

A Reprort oF THE NICKHL DEPOSITS ON YAKOBI ISLAND, ALASKA

The property of the National Nickel Co. is situated on Yakobl Island, north-
west of Chichagof Island in the Alexander Arvchipelago in southwest Alaska.
Yakobi ig about 20 miles long and 8 miles wide. The property is due west about
100 miles from Juneau, Alaska. It comprises 47 mining claimg, atl of which are
unpatented, and the group contains aboul 940 acres.

The claims have been developed by one tunnel $0 feet Jong crosscutting the
ore body on Yakobi nickel no. 2 and no. 4 claims, and by a number of trenches
and open cuts at or near a confact between agabbroie rovk and what appears to
be a metamorphosed diorite, The ore oceurs in a norite gabbro at or near this
contact. The ore consists of the minerals pyrrhotite and pentlandite with a
relatively small amount of chaleopyrite, all in a fine-grained norite matrix.

The topography of the island is very rugged, especially avound the Bohemia
Basin, surrounding which all the claims arve located, The mountains rise steeply
from the floor of Bohemin Basin, which is about 2 miles in length in a north-
gouth direction, and about 114 miles east and west. Aloung the floor of the basin
are outercps of gabbro rock, und in the streams there are boulders and rocks of
all varities of gabbro. Surrounding this mass of gabbro is a series of what atve
probably metamorphosed igneous rocks which form the mountaing around the
basin, and on the flanks of these mountains are found {he euteroppings of the
nickel ore. -

The “buckbone” of Chichagof Island, of which Yakobi Island is really a part
geographically, is like all the large islands in this neighborhood, parallel with
the coast range of mountains on the mainland, and the npheaval resulting from
the Injection of the igncous tock which, produced the coast range was also the
cause of the mountain ranges on the islands.

There is very cousiderable faulting at all the points that were visited on
the islands, Also to travelers on the waterways the main faulting systems
are plainly visible in a great many instances. In fact, these fault systems
account for the geographical shape and contour of the islands and also for
the waterways. In addition, the whole region is characterized by intense
regional and dynamic metamorphism, and as a result of these various factors
the basic fgneous rocks and sulphide magmas on reaching the surface of the
earth have formed the nickel-ore deposits. '

T'his occarrence of a norite contact with nickel ore at or near the contact,
as at Yakobi Island in Bohemia Bagin, Is not a new type of occurrence or type
of ore body. The Sudbury, Canada, nickel ore body Is exactly like the Yakobi
deposit. .

A comparison of the Sudbury, Canada, and the Yakobi deposits is as follows:’

1 Qverbeck, Bull, 692, U. 8. G. 8. p, 128,
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SUDBURY YAKOBL
1. Ore bodjes nre near or in norite. 1. The outerops are marginal in
The chief commercial deposits igneous rock norite or diorite,
are marginal deposits outside the
norite,

2, Predominating sulphides are pyr- 2. The same.
rhotite, chalcopyrite, and pent-
landite.

3. Ore minerals occur in places as 3. The same,
blebs disseminated in norite. -

4, Later granite intrusive bodics cut 4. The same,
the norite. '

5. In gencral, the rocks at the margin b,
of the large intrusive body ap-
pear to be more basic than the
rocks at a greater distance from
the margin,

The same,

3. Ore 1 rocky. 6. Barren blocks of rock seem to be
i included in the ore.

7. Micropegmatite is abundsaut, 7. The same.

8 Freshest hypersthene occurs with 8. The same.
the ove,

9. '.l‘mlnsitmn from nonore to ore is 9. The same,
sharp.

10. The shape of the ore body is rudely 10. The shape of ore body is not
lenticular, known.

11, The sulphides in the ore are later 11. The same,

than the silicates. The pentlan-
dite 14 appavently later than the
pyrrhotite,

In Squid Bay and in Surge Bay on the west side of Yakobi Island nickel ore
has been found, too; also nickel ore has been found on Fleming Island, 10 miles
south of Lisianski Strait, and nickel ore has also been found 100 miles south
of these oceurrences on Snipe Bay, 20 miles from the southerly end of Baranof
Island, which is really geographically the southern part of the Chichagof,
Baranof Island system,

The geographieal structure of Chichagof and of Yukobi Island has never been
adequately or thoroughly studied, due to their remoteness, to the very rugged
topography, and to the coverage by vegetation and swamps. Practically the
only geological work has been done from a small hoat skirting the shores, From
this reconnaisance survey of the United States Geodetic Survey, it is probable
that Chichagof and Baranof are generally of the same geological character as
the parts that have been examined, and it is not at all improbable that other
occurrences of the same nickel ore will be found on these istands,

These nickel deposits in this region are all of the same general type and are
closely comparable with the Sudbury, Ontarlo, deposits, It must pbe borne in
mind, too, that all these deposits arise from deep-seated sources, and they must
from their very origin go down. There is no uncovering or outczopping of the
primary batholyth any place in the reglon, and there is no reason to suppose
that these particular deposits do not go to depth,

The tunnel before referred {o on these claims is situnted about 900 fect above
sen level on one of the claims of the Yakobi nickel group. The tunnel was
thoroughly sampled beginning at the face of the tunnel by taking channel
samples 5 feot long. 'The samples were taken at 10-foot intervals, and the
results arve indfeated in the diagram herewlith (fig. 1), These sampley, excluding
the ieached zone at the tunnel portal, indicate a deposit 80 feet wide, averaging
for that length 4.82 percent nickel and with the tunnel face still in ore. This
tunnel afforded the best place to secure representative sumples on the property.
Ore of the same general character ag that in the tunnel is shown in the various
trenches and cross cuts on the property, but is impossible in these places to
gecure such representative and accurate samples as the tunnel affords.
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Fioure 1

Nickel

. content
Distance from tunnel face: (percent)
feet... 8.12
15-20 feet.... 6. 91
30-35 feet 7. 80
45-50 feet 2,18
60-65 feet. 4,13
75-80 feet 2.02

Leached zone
Yakobi tunnel

BUMMARY

On the property of the National Nickel Co., Yakobl Island, Alaska, there 15 a
contact between a norite rock and a metamorphosed intrusive that can be followed
for a length of over 2 miles. This contact has all the chavacteristics of the Sud-
bury, Ontarlo, deposit, For considerably over a mile this contact has been pros-
pected by a tunnel, surface cuts, and trenches, all of which show an ore body of
100 feet in width and possibly more in places. The remainder of the contact has
ore showing in places, but iy as yet unprospected.

There is abundant and excellent timber available on Yakobl Island, and there
are several places where cheap water-power devclopment could be made of
possibly 5,000 kilowatts.

The shallowest water is Lisianskl Strait and in Lislanski Inlet is 60 feet at
mean lower low water, This shallow part is only a few hundred yards long;
the balance of the strait and inlet is from § to 10 times that depth, Any ocean
cm'rbier can enter them from the Pacific Ocean and they form a well-protected
harbor,

My opinlon is that this property affords excellent possibilities for the develop-
ment of a large nickel mine,

Oorosee 19, 1938,

Mr. Garvan. I would like to state also in reference to manganese—
of course, you have to base this thing a good deal upon Secretary
Hull’s testimony before the House Ways and Means Committee that
we were within 1 year, or at the most, 2 years of war. So T think the
way to consider these treaties is to take the history of the last war
and the situation the United States was in at the beginning and
consider that we now face the beginning of another world war and
‘'see what condition we arein and what impediments to the full accom-
plishment of our independence we can sweep away.

I think these reciprocal treaties are one of the main impediments
for our becoming stanch and independent and free in judgment
as to whether we wiil or not enter, as to whether we will or not
remain neutral, as to whether we will or not take control of our own
currency system, as to whether we will or not be pormitted Lo solve
the great problems of this depression in the American way out of
the development of new industries and new usage for our farm prod-
ucts, new usage for our acres, for our mines, and for our labor,

Senator BarkrLry. What were you going to say about manganese!

Mr, Garvan, I 'was going to say this about manganese-—I wish
you would not ask me any questions as to my sources, but I can
assure you that what T state is absolutely true. It comes right down
to this, the committee of our steel institute just yesterday or the day
before, with white faces—

Benator Davis. What is that?

RioHARD 8. McCA¥¥ERY, Madison, Wis.
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Mr. Garvan. With white faces, because they said we faced abso-
lute war and because of their condition in manganese. Now, no
steel can be made without manganese. This reciprocal treaty, ac-
cording to the testimony—I am only quoting the testimony of Mr.
Sayre ?ximself—-—made an agreement with Brazil to reduce the tariff
50 percent on manganese. At that time Brazil was exporting little
or no manganese to us. ' They extended that agreement to Russia,
Mz, Sayre says, in return for a verbal promise of $30,000,000 a year
purchases by Russia in this country. The record shows $36,000,000
in first agreement year and $11,000,000 July through November 1936
wasg all we got for that. L
_ There was in this country a struggling endeavor to use our own
low-grade manganese deposits, That was a revolution in science;
it had to be advanced in science. In addition, there was an Ameri-
can company, they call it the Freeport Co., I think it is a subsidiary
of the Freeport Sulphur Co., or the Gulf, or some of those interests—
they had found a great volume of those low-grade ores where they
could do what they call surface mining in Cuba. They had spent
millions of dollars in_American money in the development of the
science part of that and in the building of the plant. They took their
coal from Alabama; they took the shipping for the coal and the
shipping for the manganese back here in American bottoms. It was
just as much an American venture as if it had been on our own land.

here are companies which are struggling and asking capital to

develop—- .
. Senator Barxrey, Don’t you know, Mr, Garvan, that in 1929 and
1930 the large steel manufacturers protested to this committee and to
the committee of the House against the imposition of the tariff which
he bill carried on manganese, making the statement that they could
not obtain or develop enough manganese in this country to supply the
needs of the steel industry, and that in spite of the fact that tﬁe tariff
went on in behalf of these low-grade ores and in behalf of their de-
velopment, that they never were able to produce and have never been
able to produce enough manganese to supply the steel industry in this
country; that, regardless of any trade agreements, they have not done
it and cannot do it ?

Mr. Garvan. Just a moment. T agree with you absolutely that that
was a brutal and selfish money proposition of the steel companies and
a dcs{)emtely stupid one, and if you call them here today they will
repudiate it.

Senator Crark, Wore they any more stupid than they are now,
when you say their faces were so white ?

Mr. Ganvaw. I think now they are more enlightened.

Senator Cragx. They were not any more enlightened when they
testified last year before the Munitions Committee?

Mr. Gagrvayn. They have found they have not got any manganese in
case of war; that it can be cut off by any airplane or shipping war.

Another }phase of this act that I want to show you 1s this: They
find that the Cuban Co. has gone shead losing money until they
have lost a half a million dollars in operstion, but they have con-
quered scientifically the making of manganese and are importing
9,000 tons & month.  They were able to state to the steel companies the
day before yesterday that they were now able to furnish 3314 percent
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of the peace usage of manganese, and in case of war would be able
to furnish 25 percent, and that, given a year’s time, they could double—
it was a question of doubling their capacity. I have not had time since
this came up to ask how the American industry on this continent is
growing up, but that will come because of this scientific development.

Senator Barxrey. If it turns out that there is not enough superior
manganese_ that can_be extracted from the low-grade ores to supply

‘the demand of the United States steel industry, and that is the situa-

tion now, notwithstanding this tariff which was put on in 1930, would
gou still say we ought not to enter into any agreement with any nation

y which we might import manganese at a lower tariff rate in return
for the prospect of sellingm—

Mr. éARVAN. Certuinly not; but I think the rate should be fixed
with the idea of forcing to the greatest oxtent the scientific develop-
ment of the industry here,

Senator Barxrey., Of course, if science can get something out of
nothing, that might be a good idea; but, if thers are not enough low-
grade ores in this country to permi; the development of enough
manganese to supply our domestic needs, is thut & good philosophy ¢

Mr. Garvan. Certainly not. If there is anything we are actually
dependent upon, then I say use your own policy in trading for it, or
in buying it, or anything else,

Senator Crarx. Mr, Garvan, as far as war purposes are concerned,
on this question of manganese it would be true, as you suggested and
as testified before the Munitions Committee, that our chances of im-
porting manganese from the outside might be eut off in the event of
war. Then it would seem to be the part of prudence for the United
States to take possession of the manganese reserves of this country
and put manganese on the free list and let the Americans get it the
cheapest they can.

My, Garvan. Surely.

Senator Crark. That was the testimony before the Munitions
Committee. I have forgotten the exact figure, but the testimony
before the Munitions Committee was to the effect that the added cost
of the tariff protection amounted to move than the total value of the
manganese deposits in the United States,

Mr, Garvax. Did they include Cuba?

Senator Crarx. Noj; they did not include Cuba.

Mvr. Garvan. I think the economical development is going to take
place in Cuba because there the ore is near the ground and they
save the cost of mining, and there the company that has spent the
most. on research is now able to assure the United States that the
manganese gives the whole picture right to you. I am not saying
we can develop manganese to the full extent. I do not know. "No-
body knows. But the principle is, for God’s sake, give America a
chance. 'The principle is, don’t say you cannot develop manganese.
What did the tariff do, taking off the 50 percent? Did it do anything
at all except to hand 50 percent to the Russians or to the United
States Steel Co., selfish interests?

Senator Barkrey. The United States Steel is not the only steel
manufacturer that uses high-grade manganeso,

Mr, Garvan., I don’t mean selfish in the wrong sense. I mean
mistaken economy, : '



FXTENDING RECIPROCAL TRADE AGREEMENT ACT 215

Senator Davis. You mean the steel industry of the United States
rathee than the United States Steel ¢

Mr. Garvan. I don’t want to take any present company or any-
thing of that kind. The question is above that. There iz a de-
pendence on manganese, and should there be any restrictions on the
urging and the forcing and the driving of American science and
American capital to realize that terror in the case of war—that is
what I say, and unless you develop these things in time of peace you
cannot develop them—I would like to submit & memorandum bring-
ing that manganese situation up to date,

Senator Davis, Where are our manganese deposits in this conntry?

Mr, (zarvan, Virginia sud in the Northwest somewhere. 1t is so
long since I looked at that part of it that I would like to refresh
myself. 1 will put it all in a memoranduwm and submit it,

The Cramrman, You may do so,

Mr. Garvan. I was brought up for a moment on the position of
the Cuban companies which today are veady to furnish 3314 percent
of our needs, and, given encouragement, if they can make it they
will furnish 100 percent. Of course, the price as wrapped up in
the price of steol is very small,

I turther wonld like to submit n study on how that treaty worked
on the low-grade development of the ore of Alabama and the Southern
States.  If they do ot have manganese, they will have to close, be-
cause their ore ig deficient in manganese, and they did close becauss
of this tariff,

The Cramman. You may put that in the record.

Mz, Garvan, Thank you. Now, to come back to the main issue, as
I snid before, Mr. Sayre and Secretary Hull base their theory on the
idea that we are a ereditor nation, and therefore, in order to collect
our debts, in order to sell our cotton, in order to sell our other exports,
we must import more and more. Now, I have made & balunce sheet.
My principal reason for appearing here—I am not interested in
any of these products; I have no financial interest in the chemicnl
industry personally or any other way. My family owns no stock,
and T have refused to buy a share for the last 20 years, although I
was fully cognizant of its rising value. We own stock in the Union
Carbide Co., which my wife’s father founded, und that stock came
to her in 1913, before any discussion was dreamed of ; and X did not
feel that I was entitled, in order to continue my attitude of inde-

ndence, to ask her to sell that stock which was the result of her
Kthur’s founding and which wag developing. Furthermore, they
only took minor licenses from the foundation and had no great inter-
ost in the patents of the foundation. They have never had any ne-
cossity for it, because their branch of chemistry was the oil chem.
istry—an utterly new branch that had not been developed before the
war,

My main veason for coming here is, I assume that you are going
to recommend the passage of the bill; I do not question that; that is
your function. But my main reason here is that I found that as we
went on and got ahead in chemistry and got ahead in psychics and
rot ahead in the other sciences that the most neglocted science im
this country was arithmetic. I found that out with my own children.
I found my boys had stopped their arithmetic at 12 vears ofi nge,
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according to our school system, and yet that they went on and studied
economics and they studied philosophy and they studied every “ism”
under the sun with the basis of a 12-year-old boy’s conception of
arithmetic, and they went into public life, inlo professional life, and
seientific life, with that inadequate groundwork of arithmetic. That
led me to start a_campaign, which T started at the trustees’ meeting
of the Catholic University in 1933, to see if we could not get our
schools and our secondary schools and colleges to go ahead with the
mother science, with the basic science of all.

Then, along that line we_found that perhaps the greatest neglect

of arithmetic was in the basis of our foreign trade or our international
balance, and I took a simile that if you are going to run a decent
family you have got to repair the leak in the roof first; you cannot
discuss domestic economy if theve is a leak in the roof; you cannot
discuss domestic economy and make up your family budget, which
must start with an inventory of your supplies on hand, if your five
barrels of potatoes in the cellar are being carried out the back door by
somebody. Your budget is gone immediately. :
: 8o, I have devoted these years, with the help of a firm of account-
ants, to searching out the facts of foreign relations balance sheet,
and all I am asking of this committee I want to point out to them
where I think this reciprocity treaty is going, and I do want to ask
them to add to it a clause requiring a statement under oath of every
foreign holding in American property, of any description. That is
first; that is the inventory. Second, I want them to compel the con-
temporaneons under oath reporting of every foreign transaction
which they have, that is, the net result. so that on the 10th or 15th-—
England bas it on the 14th-—there comes out a clear and truthful
statement of the financial transactions of the mouth before. Third,
I want to include in that a compulsory report to the Treasury—you
can make it secret—the Internal Revenue—of every agreement and
every contract now existing between every American citizen, corpe-
ration, or body of any kind, and any foreign body so that we can
start with an inventory of what the world has here and thus we can
study its importance. .If we have found manganese deposits how do
you know but what somebody owns them and is depreciating their
value or their possibility of development.

We found potash only to see it practically pass into English con-
trol. We found tin in the Black %ills of Dakota and I had to get
a man to go over the fence at night in order to get a sample to send
to M. L. T,, and I found that the English had bought it up and had
a watchman on guard so we would not discover we were not depend-
ent on them. They own 20 percent of our chemical industry today.
They will be demanding directors tomorrow, just as they have in the
International Nickel, the president of which, as you saw, went on ouxr
General Electric board the other day.

All these things that are essential to any real defense—we do not
declare any principle; let us delay our decision on principles until
we get some books. The present bookkeeping of the United States,
g8 far as its foreign relations is concerned, is, to put it mildly,
rotten,

Senator Barkry. No matter who owns those deposits of articles
that might be necessary for national defense, if we got into a war we
could sequestrate them, .
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. My, Garvan. But you do not know them,

Senator Barxrgy. We knew them iu the war before. We took
possession of the German patents and the German dyes.

Mr. Garvan., Yes; but look at the time it took us, and it brought us
into the war.

Senator Davis, These properties you are talking about are undevel-
oped proporties?

Mr. Garvan. I do not kuow; some are developed and some are
undeveloped. As it is now, it is ey contention that through J. P.
l\;lorgan & Co. they control our maii industries through their capital
there,

Senator Barkrey. Whal is your remedy there?

. Mr. Garvan, Knowledge, first, through accounts.

Senator Barxipy. Then what?

Mr., Garvan, Then it is up to you gentlemen of Congress. The
solution will appear from the records just the same as the business-
man must have l!us books before he can decide business policy.

Senator Barxrey. Would you prohibit any foreign country or citi-
zen from buying real estate or property in this country?

Mr, Garvan. No, sir; but I would like to prohibit them buying
\vgtltlout the knowledge of the United States Senate and this com-
mittee, .

Senator Barkrry. And would we be undertaking to pass on every
transaction ?

Mr. Garvan. No, no.

bienator Barxrzry. Then what is our function with respect to con-
trol—-—

Mr. Garvan. Your function is to control-the country.

Senator Barkrey. With respect to the purchase of private prop-
erty by any individual?

13}],'. Garvan. I do not know what the problem is. I would have
to see what it was. If they can control the manganese, I think your
policy is what Senator Clark said—don’t allow it. Don’t allow them
to force us into a war. .

The Cramrman. Do you know whether England or any other coun-
try has such a system of bookkeeping?

Mr. Garvan. I know England {ms every detail right there in hand,
and so it was a terrible injustice to send our poor President into
negotiations with Mr, Runciman of the London Board of Trade.
Ho knew no figures and Runciman had every detail. I can show
lyou the reports of the English societies, and so forth., Runciman
knew every detail of the foreign ownership.

Senator Barxrey. How do you know the President was so help-
less because he did not know anything about what Mr. Runciman
had in his possession ? . .

Mr, Garvax. I will not say, because he did not know anything.

Senator Barkrey. How do you know he did not know anything?

My, Garvan. Because they are not in the Government figures. I
have searched every department and I have got every figure of every
depurtment in the Government, I know what figures the Govern-
ment has got and I am going to explain to you their inadequacy, and
I am going to explain to you the helpless condition of anybody at-
tempting to deal with England when they have got the figures and

v
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they have got the control that they have today. You do not know
how far the English control goes in this country today until you
study it and you cannot know it until you have got some bookkeep-
mg. . Bookkeeping is all T ask, that we have the figures. ‘ .

t is not my function to make the laws; I amn onfy a boy plodding
along doing the best 1 can, but it is your function and it. will be your
responsibility, and all I want is a perfect picture of the trade.
What do you know today of tho contracts there are in this country
involving us in the next war? I went through this in the last war,
and they had controlled our metal situation, they controlled our drug
situation, they c«)ﬂtroﬂed our dye situation, they controlled our pot-
ash situation. That is the main thing that T plead for,

Now, I will take up and just show you just what information
President Roosevelt had and just what information Runciman had.
I will take the month of December 1936 and T will take the year 1936,
Now, of course, the year 1936 will perhaps need a little bit of revision
as the figures come out, but in substance you will find them correct.

The Depariment of Commerce issues a statement every month
showing what they call the trade balunce. That only applies to
goods. You see the headline every month, and you have &or years
seen the headline, that our exports exceed our imports. That” goes
out to the public and everybody gets the general idea from that
headline—I have & collection of headlines of the country showing
how they get the impression from this monthly report that all is
well, that our exports are exceeding our imports, '

So, T have used every possible way and taken every possible figure
from the Government on which you can figure, )

Take the monthly statement for December: ¥irst, it shows u state-
ment of exports, including reexports, general imports, and the bal-
ance of trade. Including the reexports, the exports were $229,000,-
000 and the imports $244,000,000. The excesd of imports is shown
to be $14,000,000, They show separately, and it never gets in the
headline, the gold and silver imports, We find that we have im-
ported in December $56,000,000 of gold. That does not show as
against the goods and we imported $244,000,000 worth of goods.

I have given here my sources for every quotation.

When you take tho gold and silver which came in in December-—
I will pass that for a moment. Also you will find in December the
figure of $14,000,000 which the Government put. It is not on the
basis of C, 1. ¥, “cost of insurance and freight.” Every other coun-
try in the world ket?s it on C. 1. F., even the dear old League of
Nations keeps it on C. 1. F., England and everybody else.

When you take the C. I. F.—I have been very moderate, I have
only called it 7.15 percent for freight, 1.2 percent for insurance on
our imports, while the Department of Commerce calls it 9 and some-
times 10; but our study shows a little margin there of possible error
so we put it down to 8.40, and under_that basis which all the world
uses on goods alone, without gold and silver, we were $32,000,000 in
the hole during the month of December. .

Then we go on and take in the silver, and we were $34,000,000 in
the hole, ol %fou take the aﬂd and silver combined wo were
$01,000,000 in the hole in December, '
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Do you think the President knew that? He lad been handed the
balance of trade at $14,000,000 and there was no chance for him to
know it, Don’t you suppose Runciman knew how much gold was
shipped here? Tﬁere is a lot of academic discussion that gold is not
a commodity, but that is just a theory that the professors pulled off
the shelves. What is it measured in? Look up ounces in the Oxford
dictionary—throughout my whole discussion, in order to satisfy my
international friends 1 have gone to the Oxford dictionary and
thrown away and disearded poor old Webster, So, any word 1 use
has the definition of the Oxford Dictionary for its approval,

Gold'is measured in ounces, Yesterday it is dug in Africa, it is
brought over here and you liand out Treasury certificates for it,
You take it down mul bux y it in Kentucky. TIs it a commodity?
What is it ? Is it o dh

T will cogyss hat agmn anw'xll show you the situation, I
might. jusas well do it now becauséghat is a very important ques-
tion, et me find w hat the Bank of land says about it, Iiven

says that goldg a commodity as far as
exported fr 1 thécountPyavhich mines ypore than it uses itself,
ow you can giabge the definigfon I do not knigyw.
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producing gold vobably 'y mq in lm\iugx enjoyed a glegree of prosperity
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sinstitution W¥a fixed px'iw here is demand for the com-
Otk inimum price for the
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odity at that price. J3 her worgs, ngg only is o g
oduct of the induyfe® guarapteed, b ‘*pxc is besidgh no Jmit to the amount
thé market will gl xmde(l o this, effective ghinimwn price, Lranslated
inﬁ‘@g‘mm of thé*predu puniries’ currenciegghas risen substantinlly in
receyears, without a coru«pmadiug rige in 9, in consequence of wide-
spread @gpurture from the gold standard, Iln ¥, prosperity in any one indus-
try cannotiglpil to contribute to recovery thers, and in this respect gold
producing is gxceptionnl \VL ro, ere to desceribe briefly the contribu-
tion of the gold o ry from the world depression, and
further to consider wha utinu it can make to the maintenance in the
long run of world-wide prosperity, Gold, uniike other primary products, is not
“ased’”; the fact that world stocks pile up and up need not be laken as ovi-
dence of what commentators on the commodity markets choose to call “statistical
weakness.,” True, all the gold produced in the world since A. D. 1500 would now
make a cube with edges less than forty feet long, but the cube has more than
doubled in the present century; yet no one is disturbed on that account as {o the
pmspocts for the industry. The virtue of gold, in the long run, lies not in its
“ase” for any practicel purpose, but {u ity function as a monetary basis, broaden-
ing with the natural growth of the world’s trade. Agsuming this function is
retained in the future, what, then, are the prospects of itg efficient perform-
ance? A discnssion of thig question {8 to form the second puart of our inguiry.

, ondition

THE TREND OF PRODUCTION

We can best begln our description by obuserving the movements fn the quan-
tity of gold produced throughout the world in recent yenrs. The rollowing
126509B~~87pt. Qmmreid _ : .
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table, giving the prineipal fignres in thousands of fine ounces, is taken from the
Tatest annual report of the Union Corporation:

1930 032 1934
Union of South Africa. . 10,788 11, 550 1), 480
Cande 2, 102 3,044 2,070
692 064 1,215
565 590 893
242 203 382
3x4 138 4389
14, 621 16, 878 th, 220
Russis... ... Lasd | Lo | 4,22
Vinited Stat 2, 100 2,219 2,586
670 584 600
389 402 460
160 312 400
1,462 1,046 2,841
Worldtotal - oo i e | 20,830 | 24,331 27,400

The mont significant fuets emerging from the table are the substantinl in-
erease in the world's total output, along with an actunt deelive in the produe-
tion of South Africa, for many years past the principml source of gold. The
main reason for the fncreased production common to all mporfant areay ex-
cept South Africa Hes in the higher prices obtainable for gold in terms of the
producers’ enrvencies.  Its price in France the center of the gold bloe, remains
at the statufory figure established after the war and post-war intlation, but
nost of the producing countries have in effect abandoned their former fixed
prices, and thelr currencies have undergone deprecintion iu relation to those of
the gold bloe.  Gold producers, thevefore, receive In their own currencies con-
siderably Invger stns than formerly for each unit of thelr output; on the other
haud, since their curreney units have not depreeiated correspondingly in tevms
of commodities, their costs of production have not risen proportiomitely to the
viitlue of iheir produet,  Hence the phenomenon of o large inerease in ontput,
along with a continned rise in #8 value per ounce.  Even in the United States,
which alone among the principal producers has restored a modified form of golld
standnrd, gold producers are in a shmilar position, for by virtue of devaluntion of
the doliar they now receive $35 per fine ounce for their gold instead of $20.67
as formerly,  In view of the higher returns thus obtaduable, and the pecnliar
faet that enlarged output has no depressing effeet on prices, o thirty per cent
increase in world produetion sinee 1930 is not surprising.

What iv surprising, at fivst sight, is the decline in the output of South Africa,
which, however, even now produces more than twice as much as any other
country. TFor n number of years to 1031 Sonth Afriea’s output showed a slow
but stendy annual increase, and in 1932 a sharp rise was recorded. At thut time
Houth Africa way still in the gold standard, and the South Afriean pound was
af o a premium over sterling; consequently the higher price of gold in Loudon,
where South Afriea’s output 18 almost entirely mavketed, did not have its full
effect on the profitability of the indusity. Nevertheless, enough of the poten-
tial benefit came through to stimulate greater mining activity. At the end of
1932, however, Bouh Afriea left the gold standard, and almost immcediately her
pound came to pavity with sterling.  From that moment the industey felt the
full stimulus of the greatly increased sterling value of gold in the London
butlion market; yet sinee then production has fallen to a level netually below
that of 1030, and by 1934 South Africa’s contribution to the world total had
declined to 38 percent, as against more than 60 percent four years earlier.

This decline in output 18 in essence the result of deflnite policy, pursued by
the mining compunies themselves and strengthened by Governmeni action, The
objeet of this policy iy the prolongation of the economic lives of the mineg-—
fhe desire to spread their profitability over a long period rather than to take
full and immediate advantage of conditions deemed to be lasting, At the same
time, the tendency to defer in part the benefits of the wider margin between
costs iind the valne of gold has been strengthened by the Government's elnim
that the State shonld shave in the more or less fortultously enlarged profits
aceruing to the mining companies. The policy 18 exprossed, In practice, in the
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milling of lower grades of ore than had been profitabie formerly, Obviously, u
ton of ore contnining so little gold as to be not worth milling while gold yields
only 85 shillings an ounce may well be worth milling with gold ut 100 or 120 or
140 shillings an ounce, Ilence u larger proportion of the ore taken from the
mines is profitable to mill, and a great denl of ore which would have been left
in the mines is profitable to raise,  The cost of raising and milling o ton may be
nuchanged; that ton may yield less gold than a ton ralsed on more careful
selective working; but, with a higher price for gold, the smaller yield will pro-
duce 1 disproportionately inereased monetary return. At the same time, by
Jowering the standurd of selection of the ore to he raised, the long-lerm value of
rhe mine I8 inereased; instend of tapping only the richest resources, s wmore
general and therefore more conservative exploitation is made possible,  The
basis for. the poliey pursued in South Africa lies, then, in the general priveiple
that the higher the price of gold, the lower the grade of ore than can bes
profitably mined.

Translating this description into accounting records, hetween 1932, when South
Africa was still on the gold standard, nnd 1934 the working costs per fon of
ore milled by a representative group of inineg rose only from 19s, 2d, to 19s. 5d.,
but working costs per fine ounce of gold derived from the ove rose from 59s, 3d..
to o4, 6d.  In South Africa as a whole, according (o the Transvaal Chamber of
Mines, the tonnage of ore milled in 1934 wax 13.8 per cent greater than in 18932,
but the average yield of fine gold, in pennyweights per ton milled, fell by fully
one-fifth.  Total working costs rose by 13 per cent, but were more than offset by
an inerease of 45 por cent In the aggregate value of the gold produced, not-
withstanding & 10 por cent fall in its quantity. In the result, the working
profits of the mines more than doubled between these two years.  To summarize,
more ore was treated, less gold produced, and larger profits were realized.

THE IMMEDIATE RESULTS OF KNLARGED ACTIVITY

In mere than one wiy the changed coundition of the indusiry has made 2 suls
stuntinl contribution to recovery, both In South Afriea and the world at large.
In the first place, ineveased activity has enlarged the volume of employment.
The average nomber of employees in the South Afriean mines in 1934 was
27,600 white people nnd 244,100 natives and colored people, representing together
an inerease of neavly fifteen per cont since 1932, Disbursements in salarvies and
wages rose by one-sixth,  Clearly, an addition of £2% millions to the payments
for services rendered in the industey—on a total wage bill standing already at
about £16 millions—must have given g strong Impetus to prosperity in a country
with so relatively small a white population ay South Afriea. As a further
factor in recovery, moveover, the increased profits must be considered,  These
are distributed in three directions: to the shorcholders, to the South African
Government, aud in expenditure on capital developments by the mining under-
takings themselves, The Government, throngh ity method of taxation, has rein-
forced the companies’ policy of conserving their resources.  Besides ordinary
taxation, nn excess profits duty has heen payable by the mines since 1933, The
duty s designed to secure to the Govermuent one-half of the additional profits
acerning {o the industry through the rise in the price of gold, and is caleulated
on an elaborate formuly, using aus the main baxis the profit per ton milled in
Novenmiber and December 1932, the two months preceding South Africa's de-
parture from the gold standard. The formula for assessment is caleuluted to
encournge the reinvestment of profits in schemes ealenlated to enlarge the seale
of operntions, and to extend the working lives of the mines, The two objects
are closely related, for the mining of lower-grade ore tends both to increase the
volume of current employment in the mines and fto conserve their reserves of
ore, In the finnneinl year to Mareh 81 last this excess profits duty yvielded
about £4 millions, and in the current finaneial year it is ealeutated to yield over
£ millions, The total amount paid in taxation by the mines In 1934 was more
than £18 millons, an iuerease of 210 per cent over the fligures for 1932, It is
Invgely by virtue of this additionnl income from the mining industry that the
South Afrienn Qovermuent has heen able to earry out its various plang for
assisting other branches of economic netivity, chiefly agriculture, while maln-
taining budgetary equilibrivm,

Notwithstanding this vastly heavier burden of taxation. the profits renmining
after additions to the companies' internal awnd physieal resources rendered

possible n striking inerense in the suns disbursed ng dividends,  Last yeay the

distribations amounted to about £16¢ millions, nu fnereave of nemrly 00 per cdnt
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as compared with 1932, The figure appears lnrge, but it has to be horne in mind
that It includes, Hke all mining dividends, a partint return of original eapiial,
to compensate for gradual exhaustion of the physieal ussets of the undertuk-
ings. A large part of the dlvidends, roughly computed nt 60 per cont of the
total, Iy vemitted abroad, chiefly to this country; the remainder reinforees the
stimulug to general recovery at home,  Adding together the increase In wage
disbursenments, the enlarged contribution to Govermment income and the tocal
distribution of dividends, the indusiry i spreading over the South African cowm-
munity roughty £15 milllons more In a year than hefore the departure from
gold—a handsome contribution to the restoration of economie prosperity,

The dividends remitted sbrond-— pevhaps as mach as £10 millions last yenpe-—
are larger thun they would have been but for the widespread abandonment of
the gold standarvd, and smaller than they wonld have been but for the inereased
taxation.  The net addition to the former distributions serves to counterbalance
the low rates or no rates at nll paid in many lean years. It is through the
oversens Investor, ehietly British, that the industry upon which South Afvican
weonomy s built has been developed, and it hax been caleulated by Professor
W, H. Frankel, of the University of the Witwaterseand,' that from the eartiest
days of the South Afvican industry up to 1932 the aggregate return on all the
capltal put into the industry works out at less than five per cont per unnung-—
a surprisingly low figure when the wasting nature of the assots and the spectal
risks of mining investment ave tnken into account,  Nevertheloss, it 9 incontest-
able that the enlarged distribution of dividends abroad has contributed, through
their spending or veinvestment in the recipient countries, to recovery outside
South Afriea.  Moreover, n further effeet of South Afview’s grenter netivity, of
spectal fmportanee to this country as an exporter of munufuctured goods, is the
inereased purchasing power made available there for the importation of goods,
ot least among them capital equipment, fromwm othier countries,  Dritnin's ex-
ports of machinery lust year, for example, recefved a welcome stimulus, South
Afrien having bought £4 milllons worth, ag compared with only £2 millions in
1932,

We have dealt at some length with the industry in South Afrvica, partly be-
cntse of the intevest of its own special position:s but the results of the more
tavourable conditions of the indusiry are paralieled elsewhere,  Between 1930
and 1034 the world's output increased by ahmost one-third,  Employment within
the industiry probably rose by at least as much, Kven in South Afrvien, with its
exceptionntly high degree of mechanization, the number of workers rose, not-
withstanding the decline in output,  In other countries, particalarly those whict,
like Chi‘e, are more concerned with alluvial gold working, the new employment
crented was prohably considerably greater, at least when judged by proportions,
Interna. recovery In Canada and Australia in particular has been assisted by
the relative prosperily of gold producers.  Finally, o further consequence follows
from the fuet that stiil nearly three-fifths of the world's output of gold is pro-
duced within the British Kmpive,  Ax the princlipal buyers of gold over the past
few years have been countries oulside the sterling aven, sterling has recelved
substantinl suppoert from the greater activity of the mines,  "This again has prob-
ably been one of the contributory factors in the relatively eavlier and more defi-
nite recovery expericnced in countries within the sterling aren.

LONG-TERM (ONSBIDERNTIONS

We pass now to the long-term question, whether the effects of the world
crisie and depression upen the gold-mining industry have been such as to
assist, on any restored international gold basls, the malntenance of a steady
upward trend of ecomomic activity, o answer this question we must inguire
into the adequuey or inadequacy of the avallable and prospective supplies of
gold.  The conception of adequacy, used in relation to a monetary metal, is
not simply an arithmetienl oney it is far less definite than the conception of,
let us say, the sufliciency of a glven supply of power for the regular, full
opersttion of a particular plant, For an international gold standard to operate
favourably, not only must the world's stock of gold and the rate of increment
therete be maintuined, but no persistent diffleulty must be experienced by
central hanks in obtaining and retaining individual holdings which they them-
selves ¢onsider, on their own particular standards, to be sufficient for their
needs,  Clearly, then, a large number of factors, not to be expressed in arith-

—————————

3 Tor detatls of the banis of thig estimate see Heonomic Fenrnal, March 1035,
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metienl termy, enters into the guestion whether any given supply of gold is
adequute for constant business expansion throughout the world, It I8 not
only a guestion of how much iy produced, but also of where the stocks
ussemble,

To quote figures recently published by the Unlon Corporation, In 1830, the
year before Britain's departure from the gold stapdard, the world produced
21 millton fine ouncey of gold, of which 5% millions were absorbed by ndustry
and the arts or taken Into hoards In the east, leaving un addition of 15Y,
millions to the world's “monetary” stocks.  Since then the net absorption into
industey and the arts has almost vauished, largely through the inducement,
set up by the high price of gold, te ‘reclaiming” of old gold.  Morcover, under
the sume Inducement the east, especially Indin, has become a lavge seller of
gold instead of a constant absorber of 1. Henee in 1934 the world's production
of new gold, amounting (o 27% million ounces, was augmented by 6145 anillions
of surrenders from non-monetury holdings, making the year's nddition to the
totnl “monetary”’ stoeks no less than 34 milltons, having a stervling value of
approxhnately £240 millfons—nimost enough, if g0 foolish n thought could be
entertnined, 1o extinguish the entive jiductary fswue of notes of the Bank of
Euglund,  Ahogethier, in the past four yemrs the huge totad of 1256 million
ounces has heen added to the world's “monetary” stocks, enlarging thelr size
Ly approximately 22 per cent,

It will be observed that these guantitios wre given in ounces, but thehr
officiiey as 0 monefury basis is determined by their valuation in terms of
national currencies,  If the same valuation were applicable to the world's
stocks at the two dotes the inercase ia terms of money would he the same
as in volume—and this, be It poted, a far more rapld rate than in eartles
vears,  But in fact the restorntion, in- any conceivable reestablishment of an
international gold standard, of the parties hetween gold and currencies operi-
tive in 1930 is unthinkable, In consequence of the appreciation of gold in
terms of currencies the world's stocks arve doubly enlarged-- enlarged in gquan-
tity and in unit vadue as weil. The Unfon Corporation has enleulated that if
all the world’s former gold curroncies were devalued hy forty per cent, vepre-
senting approsimately the position of the dollar and sterling, the world's
monetary stocks at the end of 1034 would he more than twice as large as in
S, This consideration, coupled with the probable maintenance of the
enlarged output of new gold, is rightly taken to Indieate that ithe general
ndoption of parities reduced in this proportion wonld remove any rsk of n
postiive shortnge of gold, considering the supply of gold in the mass,

Our phrase “in the mass” introduces an fmportant qualification of this con-
clusion. hut before discussing it we must vefer to what s probablv o wminor
considerntion.  The term “monetary gold" ax nsed in association. with the
fignres quoted ineludes gold held in private hovdex in the western world, and
gold held in exchange stabilisation funds, neither of which amoants can he
acenrately stated.  However, hy deducting from the “monetnry stoek”™ the
amounts recorded as in the possession of econtral hinks and treasuvles the Unfon
Corporation i1s enabled to compnte the aggregate size of these faghly volatile
holdings, though they cunnot be divided into their two varts, Phe result for the
end of 1934 ix ¢9% million onnees, which, valued mv £7 su onnee, gives an
aggregate of nearly £300 millions, and this figure gains some support from the
estimsite of private hoards alone published a year ago hy the Bank for Interna-
tHonal Settlements, It seems lkely that, in the event of the general fixing of
new effective parities hetween gold and enrrencles, these holdings would falrly
quickly find thefr way into true monetary stoeks, in contral banks and treuasuries,
adding approximately one-ninth to thelr present physieal volume, The move-
ment might be offset, or more than offset, if the profoessed example of France
were widely and vigorously followed, and large quantities of gold were passed
into clreulation ; but a movement of this sort scems hardly likely, Hence some
further reinforcement of the rapidly growing gold stocks might he expected
to follow from any general veturn to a gold standard,

THE QUERTION OF DISTRIBUTION

We have already observed that the quantity and valuation of monetary gold
in the mass are net the only elements in a realistle conception of “adequaey.”
The £all in commodity prices whieh ushered in the world crists, so far as it s
traceable to monetary causes, was due, not to any guantitative shovtage of
&old in the aggregute, but to the dificulty experieneed by many countries, amnong
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them Great Britain, in retaining a stock sufficient for their own needs. The
shortage was real in the sense that the supply was not well spread.  Similavly,
the enlarged amount of gold available on a general devaluation of currencies
wonld be adequate ouly if it were evenly distributed and remained well spread
throughout the world,

The position at the moment in this respeet iy elearly vnsatistactory. The
world’s central banks and treasuries at the end of 1934 held nearly 700 million
fine ounces of gold, apart from the quantities held by exchange stabilisation
funds; but of this total nearly 400 millions was held by France and the United
States alone—a  proportion which bears no reasonable relationship to the
shares of those two countries in the world’s trade and flnance, The United
Kingdom, notwithstanding its pre-eminence in world trade and finance and the
position of sterling as a basis for other currencles, held lesy than one-fourteenth
of the total, and no other country held more than about one-eighth ot the quan-
tity in France alone, amounting to nearly 160 million ounces, Germahy-—to
mention only one country of great importance in world economics—had next to
none, nud the whole of central Europe but a handful. It seems highly doubttul,
therefore, whether the world's stocks of monetary gold, as now distributed, ¢an
be regarded us adequate, on any realistic test, for the restoration of an inter-
national golt standard system.

Let us suppose, however, that by some method of redistribution, forming part
of a general scheme of restoring fixed relationships between currencies and
gold, the available suppiies were ut the outyet spread over the world on a basls
of rough approximation to individuul needs. What are the chances that It
would remain so distributed, and thar newly available supplies would spread
themselves on a similar plan?  Have world economie relationships chonged so
much sinee 1925-31 that the chances of sueh smooth working have been strength-
encd to the polnt of reliability? Have the burdens of international indebted-
ness been adjusted to the prospective exporting capacity of debtors, and have
creditor countries shown any greater readiness than before to throw open their
markets to acceptance of the physical instruments of debt serviee? It is difficult
to see any evidence of such a radical reversal of conditions,  Until these ques-
tions can be answered affirmatively the only possible conelusion is that, even
if an inttial redisteibution of gold supplies were accomplished, the gold would
not he any more lkely than in 1925-31 to remain well gpread.  So long as this
concluston holds good the enlarged supplies of gold can be considered adeguate
only on pure urithmetical reasoning, which ignorves the eswential component of
the quality of adequucy.

The second part of our discussion issues, then, In a negative resuli,  Beyond
a doubt, the gold-minipg Industry is providing an appreciable immediate stimu-
tus, both directly aud indirectly, to general business recovery over a large part
of the wrold, But to the questien whether an enlarged supply of the monetary
metal {8 likely to facilitate a world-wide return to a gold basis for currencies
we can give an affivmative answer subject only to a gqualification which in effect
renders it for the time being nugatory. The qualification is that the answer
must depend on extraneous developments which at the moment appear no more
likely to prove favourable than at the time of the carlier abortive attempt to
reconstruct an internatfonal monetary system on a gold basis,

Ag a matter of practical economies it seems evident that, notwithstanding
the great Increase In quantity and value of the world’s gold stock and the
enlarged perspective supply of new gold, the time i8 no riper than three years
ago for an effort {o re-establish fixed parities between currency units and gold,
The factors in maldistribution which we have indieated are no doubt the princi-
pal conslderations determining the Chancellor’s view, repeated only a few weeks
ago, that this counftry ean be no party to an attempted restoration of an inter-
national gold standard until the conditions for its successful operation become
more favourable, This {9 the only view which can claim both wisdom und real-
ssm as parts of its foundation.

I have here the Midland’s Bank Monthly Review for April and
May, and I would like to show you just what we have been doing
in buying this gold. The Times this morning says that Secretary
Morgenthau is in great distress and does not know what we are
going to do with this continued import of gold. Of course, that to
my inind is perfectly simple, although he does not discuss that. If
you hang up a price of $35 for gold, you will get all the gold in the
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world and get all the gold that can be mined. If you hang up a price
of $35 a barrel for potatoes, you will get all the potatoes in the world,
You have got to change the price or put against the price the debts
the country owe: you that is sending in the gold.

Senator Barxrey. What happens to the books here when you
change the price?

Mr. Garvan, That is the Treasury’s trouble, not mine, T can only
think an inch ahead of my nose. T am not a fiscal expert.

Senator Barkrey. You would run into an enormous deficit imme-
diately on the books, would you not?

Mr, Garvan. I do not know. T cannot answer that. That is the
problem of other people than me. But T do say you can collect your
debts.

Senator Bankrey. In other words, you can either go on or quit
there?

Mr. Ganvas, T do say this—T will just point out these things with-
ont any endeavor to eriticize.

Senator Davis. You just said you would tell us how we could
collect our debts?

Mr. Ganvan. Noj T said you could collect the debts. In the first
place, T would hire an American lawyer and give the job to him.

Senator Barkrey. To bring suit against the world ?

Mr. Garvan. T would pick out the best lawyer, and I would not
be letting my securities go out to my debtor. If a man owed me
$11,601.000,000, I would not let a man come in and sell me something
more and take a mortgage on my house and never mention his debt,

T do want to call to the attention of this commitice and to the
attention of Mr. Morgenthau that he has already written a practical
repudiation of the war debt. Just visualize that he hag issued a legal
opinion in favor of the debtor, which is one of the effects of an inter-
nationalistic mind. T cannot understand an internationalistic mind,
1t is all right for a college professor. Tt is all right for a clergyman,
But when a man has a sworn trust and is employed by me as my
representative to collect $10,000,000,000 worth of money T don’t know
why he writes a brief for the debtor. It was not what the American
people wanted their public ofticers to do. T ¢laim a public officer has
no right to be an internationalist.

Senator Barkrry, What did Mr. Morgenthau say? Are you going
to put that in the vecord?

Mr. Garvax, Yes; I am going to put that in the record, It is

uoted and it is official. He said two things. You will remember
that these bonds of England and the other countries are in the
Treasury. They are in the denomination of $4,000,000 each. They
are signed by those governmonts under the treaty of 1923 and 1926,
Those treaties have a provision in them practically to this effect,
that as a commission—1 cannot now give the details of how they
are to be handled, but the United States, any time it does not like
the $4,000,000 bond, can call upon them for a bond in any denom-
ination they think the markets of the world will stand, and there
will be reissued within 6 months bonds in the shape and form which
I desived. Do you see? The $4,000,000 bonds were practically
interim certificates,

I talked with Mr. Crisp about every detail of it before he died,
and he said that as » body the international negotiators could not do
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the clerks’ business of forming the type of bond that would be sold
on the market, but it was the intention that the United States
Treasury immediately should give notice and go to work to put
those bonds in a position where they conld be sold,

Now, Mr. Morgenthan says about that—his was not the initial
neglect, don’t think that at all; it had gone on from 1926 up to date,
and that responsibility belongs to each and every Secrotary of the
Treasury. They committed the first mistake and Mr, Morgenthau
has only goue on and not seemed to be able to rectify it

Ilis first defence is that we conld not issue those bonds because
of the Liberty Loan Act, which said that no United States bonds
should be sold for less than par. Now, the Liberty Loan Act was
passed 3 or 4 yeavs before the treaty with England, and a boy lawyer
knows that that legislation is vepudiated by the subsequent speeific
legislation on these points, Why utter that?  That 19 England's
business.  Some English barvister, some internationalist, wrote that,
Why raise the defense? Why should I raise the defense, even if it
is good—concede for the moment that it is a good defense, how fong
would it take Mr. Morgenthau {o come up to the chairman of this
committee or the proper committee and say to him that that was
an obstacle in a former bill which would not permit them to sell?
If he said to you, “Will you by half past 12 huve a joint vesolution
passed so the United States Government will be able to collect its
debts™, how long would it take Congress to pass it? Fifteen minutes.

So, that is one defense, But the thing that gels me is the state
of mund that raises the defense of England.  You will find that in
all this international policy internationalism is nothing but what,
England has put over on the world, You will find international-
ism in this country and at the head of it you will abtways find J. P
Morgan.  You wil)l always find him behind these different associa-
tions. ¥ want to just jump in there and show you how far it has
gone, 1 just want to show you the logical end of it, which has just
come to my attention, the latest thing in this internationalism, which
is the foundation of the Wooll Foundation. That is something
new to you. It is just about the culmination of what they ave trying
to do with this country. It says:

Unsecured by the growing virnlence of warlike tendencies, and stimalated by
the yearning for peace equally infense throughout the world, a1 group of men
has been working for some time on the following proposats,  Thoy uow pul
them forward as one of the menus wherveln, in their opinton, constriaetive peace
endenvors sbould be raixed above theiv pacifizsm, @ d provided with a congrete
aim—the incelligent organization of life on this planet.

Not much to do, donw’t you know, It is an affernoon’s job., It is
signed by Allen of Hurtwood, Norman Angell, W. Arnold-Forster,
M. J. Bonn, G. Ferrero, V. E. Hocking, G. A. Johnston, Stephen
King-Hall, Lord Lytton, Ray Lyman Wiibur, and so forth,

I am having their lives looked up to place before you, but T just
wanted to state the purposes of this foundation, and then T will
show you who composed it, who their friends are, and where we stand
on this proposition.

Some of the ablest statesmen in the world have been laborfug to point out
the fatal consequences of continued insistence on old ¢octrines of national
sovereiguty, and the compelling need for evolution toward a world system ade-
quately equipped for dealing with world questions.
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The churches also have been helping to spread recoguition of the truth that
there arve certain elementary humai rights due to the whole brotherhood of men
without distinetion of race, creed, or sex, and drawing attention to certain
l(lb.\'ll]:i(;ﬁ other than, and by no means Incompatible with, the loyalty due to
the state,

A great many unofficial organizations, national and infernational, are helping
in the conrse of their work to create Idens and emotions favorable to the
evolution of some kind of world trmnmonwvnl(h.

Senator Barkrey. Who said that?

Mr. Garvax. This book, the World Foundation, which has just
come out, and a new society has just been formed.

The list of sucl organizations wounld belong and would inelude the League of
Nations societies in Great Britain, the United States, and clsewhere; the Counell
of Foreign Relations, and the Foreign Policy Association in Amerien; the Insti-
tute of International Affuirs in Britain and the Dominions; the Institute of
Pacilie Relations; and others,

Then they say please join and send $1 to our bankers, J. . Morgan
& Co.,, New York, .

Senator Barkiey. That is the World Foundation?

Mr. Garvax, The World Foundation.  You were not here when I
read

Senator Bargrey. Is that in anyway patterned after the Chemical
Foundation?

Mr. Gaxvan. Your question answers itself. Tt accentuates the dif-
ference between the aims and purposes of the Chemical Foundation,
which is entirely an American national organization, sworn officers
of the Government,

Senator Barkrey., Are any of these associations or foundations or
organizations listed there sponsors for or the publishers of the maga-
zine known as Foreign Affairs?

My, Garvan. 1 do not want to do an injustice, but I think that is
published by the Council of Foreign Relations. 1 am not sure.

Senator Barkrey., A very good magazine,

Mr, Garvan. Very good. You gentlemen, of course, are flooded
by the Foreign Policy Association of America.

You went out and I did not give you the names of the founders
of this World Foundation. They are: Allen of Hurtwood ; Norman
Angell; W. Arnold-Forster; M. J. Bonn; G, Ferrero; W, E. Hock-
ing; G. A, Johnston; Stephen King-Hall; Lytton; Thomas Mann;
F. Maurette; Gilbert Mwray; . J. Phelan, the only American
whom I can really identify there; H. 8. Polak; Jules Romains;
Arthur Salter; Arnold Toynbee; Ray Lyman Wilbur; and S. De
Madariaga.

But they are not trying w found a world foundation; they are
trying to break down our nationality; it is not a world foundation,
it is the English control of the world and J. P. Morgan.

Senator Davis. Let me see that.

Mr. Garvan, I have two copies; that is all I could get. I sent to
their office on Fiftieth Strect.

Then, from the question of a world commonwealth which, thor-
oughly mnderstood, means the domination of the English Govern-
ment, you leap to their representative in this country, J. P. Morgan,
and then we leap to their principal adherent, the chief foreign-
language newspaper in America, the New York Times [laughter],
and we find—I sm not afraid; I am not a candidate for office; I am
free, white, and 21,
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After giving an enormous spread to this beautiful idea, “Leaders
Organize World Foundation”—leaders—what leaders? “Group
Aims to Develop Feeling of International Citizenship as an Aid to
Peace.” Where is there such a citizenship?

Then editorially it comes along and 1t quotes from this, and it
snys:

1

The world s & unit, But the people in it still think and feel in terms of
individual nationalisms.

They announce that catastrophe.

This lag-——
this defect in our nature of nationalism, this sin and crime in which
we have drifted ever since 1776—

This lag, in fact, is nceentuated by the recent intensifieation of nutionalisms,

politieal and cconomie,

Senator Barkrry. What issue of the paper is that?

Mr., Garyaw., December 21, 1936, It spoiled my Christmas.
| Laughter.]

Ou the basis of this analysis of the world’s disorders with which few will
disagree, a group of distinguished British, continental, and American students
of internntional relations are sponsoring the World Fouundntion to foster the
“progress of the conscientionsness of nnity in the world,”  They believe that
it is not cuough to recognize the interdependence of nations, but that it is
paramount that leaders of the peoples comprehend the essentinl unity of oll
mankind in order to achieve that degree of world organization and adminis-
tration needed to save us from eafastrophe.  Few will disagree with thiy
dingnosis or challeuge the remedy preseribed,

That is the New York Times, Few will disngree that we must
join the world republic. It would not be a world republic; it would

e Stalin.

. It is to be hoped that the World Poundation will be enabled to develop its

program suthciently to fest its fundamental {hesis that by deliberate offorts

world-mindedness can be advanced.

So we see in all of these things the idea concocted in England, and
over here by J. P. Morgan, the British agents, and then sent out to
the press of the country by the New York Times.  You see the set-up?
Let me show to just what extent it is carried by the New York Times.
I will poiut it out to you.

Retcrx Won't Harr ArRMING oN Ryl
MONS GERMANS REFUSE To GIvE ANY ProMise (v REGARD 40 FORTIFICATION-—
Backs Locarno Preners—INsivrs Brivaiv Winn Stanp By Tuesm, Bor Says
THEY INVOLVE NO ACTION IN RHINELAND—LI10YD Grorck I'rars War—WARNS
THAT AGREEMENT FOR THE ARM7 STAFFS 10 CONFrr Lrp Brrrism Inro Wortp
War

T PENDING ParLeys—EbEN Teris (fou-

By Charles A. Selden
[Wic’é!m«n to the New York Times]

Lonpon, March 26.~Foreign Seeretary Anthonv Kden, in a dehate on foreten
affeirs in the House of Commons today, took Parliament and the public into his
conitenee i tethng what the British Government had done so far and was
stifl trying to do to avert a Kuropean war.

His speech was too frank to be reassuring. He said he did not “view the
future with a light heart.,” lle intimated that he did not expeet to find any
helpful contribution in the counter-proposals that Chancellor Adolf Ritler of
Gertrpny s going to offer next Luosday ax a substitite for last weel's recom-
mendatlons of the Locarno treaty powers to meet the situation caured by
Hitler’s military reoccupation of the Rhineland,

On that point the Forelgn Secretary declared he had been informed that the
German Government would not even ageee not to fortify the Rhineland pend-
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ing the present negotiations, He meant by that that Joachim von Ribben-
trop, the head of the German delegation, had given him that disturbing in-
formation tn a long talk at the Foreign Office yesterday.

SITUATION I8 PRECARICUS

Mr, von Ribbentrop was also unable to promise anything this morning when
he had breakfast with Prime Minister Stanley Baldwin at 10 Downing Street
and digcussed the matter with him for an hour and a half. Between that
breakfast conversation and the opening of Parllament there was a conference
between Mr. Baldwin and Mr. Xden, so the latter fully realized how precari-
ous the situution was when he addressed the Comimons,

But for the Foreign Secretury himself the speech was a considerable per-
sonal triumph. When he finished, Mr. Baldwin put bis arm avound his shoul-
ders and patted him on the arm, and there was applause that was uot con-
fined to the govermment supporters. That, however, did not mean that vigorous
criticism was not (o follow from the opposition,

Among Mr, Edens hearers in the diplomatic gallery werg the French, Ger-
man, and Polish Ambassadors and the Mindsters from most of the small
Kuropeun countries that are harassed by fear as to what is goiug to happen
to them unless the great powers settle their present differences without war,

Normau H, Davig of the United States, who had finished his naval-conference
task yesterday and is sailing for Amerlea tonight, took a busman's holiday
to go to the distingulshed strangers’ gallery and hear about the troubled situa-
tion In which the United States is determined not to participate.

BRITAIN I8 NOT ARBITER

The House was undemonstrative during the first part of the speech, but
Liter warmed to the young Iovelgn Secretary despite partisan differences
and contlieting opinions concerning the wisdom of his poliey. e had satd that
this country was not an arbiter in the Loearno situation, but was a guarantor,
amd then added:

“I want, in all bluntness, to make it plain to this House that I am not
prepared to he the first British Forelgn Secretary to go back on the British
signature.”

Qf course, everyhody cheered that.

In reviewing events sinee March 7, when IHitler repudiated the Locarno
treaty, Mr. Eden sald Krance had fiest fusisted that unless the Gorman troops
were immediately withdrawn from the Rhineland, progressive pressure mustg
be put on Germany, beginning with econonde and flnancinl sanctions.  The
British did not take that view, he added, and were still struggiing to find
a safer way out of the difficulty.

He again emphasized the faet that the Locurno powers' proposals were not
an ultimatum, in the opinion of the British Government, which was deter-
mined to continue its efforts by negotintion. He said the new ngreement with
France for military consultations would not ipvolve this country heyond fts
League of Nations obligntions if France engaged in a quarrel outside the
seope of the Locarno Treaty,

He also denied that the new understanding with the French was analogous
to the arrangement prior to 1914, which brought DBritain into the World
War, On the contrary, Mr. Eden declared, everything the British Government
wits now dokng was for the speeifle purpose of avolding war,

David Lloyd George, wartime Pritme Minister, differed violently, saying the
mistakes of 22 years ago were being repeated and were bound to vesalt in
another war if they were continued. On the other hand, 8ir Austen Chamber-
lain warned that war would he inevitable unless Hitler was checked In his
progressive violations of obligations. ‘

Neville Chamberlatn, Chancellor of the Excliequer, in elosing the debute for
the Government was more emphatie than My, Kden had been in assuring the
House that Britain was pot committing berself to joining France in any
forelble expulsion of German troops from their own Rhinelund. In reply to
questions by Mr. Lloyd George and others, the Chancellor of the Exchequer
declared that under no circumstances could ‘Brituin’s agreement be twisted
into meaning that she would partieipate in invasion of any other country.

When asked if German invasion of Polund or Czechoslovakia would eall for
action on the part of this country, Mr. Chamberlain replied that Britpin's
course would be strictly in accordance with her League of Natlons nhllgazions
and not affected by any new arrangements,
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PLAN DECLARED FANTANTLIC

IHugh Dalton, Undersecretary for Fovelgm Affairs in the last Labor Govern-
ment, replled to Me. Kden in bebalf of the opposition. e admitted that much
could he safd in favor of a demiliturlzed zone amd even of an internatiounl
force of occupation, which Iv In line with the Labor Party's inslstence on an
internationnl adr foree, But he declared the proposal to combine British and
Ttalinn troops In German tervitory only was too fantastie to be vonshdered an
serfous,

“Think of the situation”, he exclalmed, *“with our solilers bivouncked with
Itallans and reading thehr newspavers with the latest trades by Mussolinl to
his Senate, in which the name of Britain Is hissed and Jeered.

“Netther I8 the proposal for military staff consultations of thin country with
France, Belglum, and Ttaly accepted by the Labor Party, This proposal for
consultations war made at 2 thme when the League of Natlons Council was in
sessfon,  Why did the Counefl disperse so quickly?  Why was o protest nnule
hy DP'oland that the Locnrno powers appeared to be treating this mattor as a
special concern of thelr own?

“The Impression erented by these proceedings is that the British Govermuent
i« trying to muneuver away from League policy into an Anglo-French allinnee,
That has been the tmpresston erented by these operntions at n time when the
League Counell as a whole was sltting,

“1 regret to add that this impression that we were seeking the narrow Anglo-
Freuch approach rather than the League appronch has had the most unfortunate
offeet of fanning the flees of anti-Ifrench emotion in this country, which I deeply
deplore and which f8 the result of the proceedings of the Forelgn Sceceretary
and hin colleagues,”

BUPPORT FOR THE LEAGUE

“We may take U that this countey will not support an exclusive Anglo-French
military atlinnee, but 1 belleve this country will support, and the Lubor Party
cortainly will, the orgnntzation of collective secutity through the League,  Lo-
carno I8 not enough today,  Its geographieal lwmits are tnr to nnrrow to be
realistle,  For effective organization of peree, the smindlest posstble area that
coulid he contemplated s the whole Kuropean coutinent, Including Russin,

“Public opinlon and the Labor Party will not support milltary or cconomle
suhetions aguinst Gevmany in ovder to put out Germunn troops from the German
Rhineland,  We draw distinetions hetween Italy and Germnny,  The moral of
recent events Iy that we should prdoceed vigorously, through the League, with
sanuctions ngainst Haly and so vindieate the collective system.  We ghould also
tuke immediate steps for real colleetlve security against any future nggressor,
whoever that might be,

“Great Britain should tell the German people in friendship and frankness
that thelr political and economic equality i recognized,  But that does not
mean that we recognize the right of any natlon to an overbearing, brutal pre-
dominance.  Germany should be told that If she returns to the League she will
lve no need for overpowerlng armaments becnuse she will be collectively
guarauteed as to the violability of all her frontiers,

YIf Germany refuses, other countries must organize peace without her and
Britain must make it clear that Germany is to have no free hamd to attack
Lolund, Czechoslovakin, Austria, or Russia. If Britaln speaks plainly in
Kurope there can be no war,”

My, Lioyd George for a briet interval seemed able to work bis old spell on
the House, but he spofled the effect by wanderiug off into an lrrelevant attack
upon Prime Minister Baldwin for making a settloment of the Amcrienn war
debt and then not keeping it The most telling passnge of his speech was !

“I wam the House and the country of the dunger of a military compact
which thwarted negotiutlons and precipitated war in 1014 and will do 1t agoin
If you enter into it. When Flandin [IFreneh Forelgn Minister] announced 1t
to the Chamber of Deputies they leaped to their feet, Iden said it is only
Locarno. It is not. It I8 (he same convention that helped to muke for war in

“This is the shortest cut 1 know to the ghastly mechanieal carnage of modern
way, raining fire nnd destruction on our citien.”

Sir Austen Chamberlain recalled that before the present troubles had arvlsen
Mr. Baldwin had sald the British frontier was o the Rhine and in that single
phrase had crystallized five centuries of this country’s history.
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“The danger Is not a dunger to France or Belglum,” continued Sir Austen,
“It i a daoger to this country, for the Hherty and independence of those eoun-
{ries are more necessnry to our safety today than in any other period of our

pust history,
POSITION A8 TO TIIE LEAGUE

“When these present troubles urve over, Parttiment and the country wiil have
to do some hard thinking about the League of Nations, nbout what we mean
when we are making it the basis of our foreign polley, and whether collective
security I8 any more than a pretty phrase, It s not mervely a question between
Francee and Germany or Belglum, or between ourselves. It 14 a question of
what the future basis of futernntionanl relations among the Buvopean States i
going to be: Whether Germany will allow the countrles which surround her
to have normal Internntionnl relations with her, whether she will observe the
engagements futo which she has freely entered, or whether an engagement in
her ease hetween her and another power holdy good 1o longer than it sults her
convendence (o continue it, but i biuding on the other party.

“You cannot ke Buropean eivilization on a system in which treaties bind
the parties only ns long as sults thelr convenience,  The rveal question is not
demilitarization of a zone; the real fssue before us and Ewrope today s
whether, in the future, the law of foree shall prevail or whether for it there
sball be substituted the foree of law.

“Don’t let us Hve 1 a fool'™s puradise, but let us see that unless something
cnn be done to restore confidence in trenties no new trenty will he possible,

“Uermany does not make it a precondition of reentering the League that, we
shall give up our mandated territories to her, but she indicates in precise, clenr
Innguage that she will enter in the full expectation that that will follow in a
short time, We have got to recognize thnt German standards of conduet arve
not ours: that German othies ave not ours.”

NEXT MOVE 18 PROBLEM

Winston Churehill, too, attieked Germany, though with less virulence than
usunl, e sald the Gemwan people could not be blamed for enjoying the vie-
torfes Hitler was winning for them,

“But where will it be next?? he continued,  “Austrin or Memel? What other
disputed nreas has Hitler already in view?

“You must invite Germany to state her grievances, Jay them on the councit
honvd and let us have them ont, but don't et us have them out as i€ we are n
rabble fleeing before forces we cannot vesist.”

Neville Chamberlain, in briefly winding up the discussion, said he hoped the
debate would elear the atmosphere throughout the country a8 it evidently had
in Parlinment,

“Our policy and aims” he sadd, “are that we ean look forward to a world in
which peace will be attnined by colleetive actlon. When that world comes into
existence there will e no need for treaties of Locnrno or other loeal reglonal
pets, Meantime, we have to bulfress the League by such arrangements as
Locarno, Loearno affeets an aven in which we ave vitally concerned, and it is
beeause of onr interest In the low. countries that we signed Locarne and are
not now willing to enter any simflar paet thut would Impose simitar obligntions
on ux In enstern Envope,

“Locarno provides that we eannot be drawn into obligations in consequence
of arrangements between Franee and Russin, and we do not Intend to add to
that commitment, bt that does not mean that we Jo not wish to gee sbmilar
arrangenments by countries interested in the integrity of the frontiers of eastern
Kurope.”

OBLIGATION IN THH EAST

oplying to an oppoxsition question as to the British position in the event
of muprovoked aggresston by Germany agafust Czechoslovakin or Poland, Mr.
Chamberinin wald: ) '

“Unprovoked aggression by Germany against Cgechoslovakin or any other
power in castern Eurvope would immedintely come under the notice of the
League, and we would be bound by our obligntions to the League, which we
would be rendy to fulfill in common with other members of the League,

“Dexplte various appeals to Germany, we have not yet had any contribution
ut all toward provision for allaying the present strain, 8he has mnde proposals,.
but they are proposals which will have to be ducussed when we get arotind
the table, ‘That is not a contribution. The centribution we want 18 one that



232 EXTENDING RECIPROCAL TRADE AGREEMENT ACT

will convinee other countries that she i coming in the real spirit of a desive
to reach a satisfactory settlement.”

Referring to the letter in the White paper to France and Belghun as to
their position 1f the negotintiony failed attogethier, My, Chamberlain said:

“1t does not follow beenuso particular proposals heve are rejected by Germany
that the negotintions have fulled.  On the contrary, we are golug to have further
proposals, and we have to consider what {8 in them, ‘The fact that we have
Lo estublish or continue contact between the general staffs of Britaln, IMrance,
and Belgium does not Involve us In any obligation to undertake, in compnny
with France, expulsion of German troops tfrom the Rhineland.,  Most defintely

not.

“All this I8 a guarantee of securlty, It 14 a guarantee agalust unprovoked
aggression, It cannot be twisted by anybody to mean that we are bound in any
cirenmstanees to invade any country in company with France,”

The House adjourned without taking a vote, but it was suiliciently evident
that the Government had the support of Parlinment in the present stage of
the Buropean cmergency, ’

STATEMENTS 0F L1oyp (Georar: AND 81k A, CHAMBERLAIN IN Houss or COMMONS,
MAron 26, 193¢

Mr. Lroyp Georae, 1 ain not defending Hery Hitder's action,  1£ the honorable
gentleman will permit me, I will say in a moment or two what 1 think the
case i, I am never afradd of stating frankly what I think the cnase s, In my
Judgment Herr Hitler's grentest erime was not the brench of n trenty, beeause
there was provocation. I think his greatest offense was that in the inflimmable
conditfons of Enrope he should commit it in so reckless & manner, He organ-
ized o torelilight procession through s powder magozine, and there has nearly
been o very shattering explosion.  But the fnvasion of the Rohr by the French
came 6 months after they had agreed to a pact of nonaggression,  They invaded
their neighbor, and Lord Curzon, who was then forelgn secretary, gave it as
his opinlon that it waa an fllegal aet. Where was the meeting of powers then?
Hverybody knows the undertaking given by M. Clemencean on behalf of the
powers that if Germany disnrmed, the rest would follow suit, Sinee the
signing of Locarno, there has not been a year in which every one of the signa-
torles, except Britain, has not inereased {ts armaments,  We did not, and that
is to our eternal honor, and we are entitled to claim 1t.

But every country, including oeur own, has found its war bonds of one kind
and another too Irksome, too burdensome to carry, too iight, They stopped
circulation, they stopped trade aud business Ufe in every country. France
slgned pledges to us to pay debts,  8he has not dene #o.  The right honorable
goentleman went to Amerlea and signed a treaty to pay so much a year to
America. We are not doing so. Why? What does the right honorable geutle-
man think of thig, for which he i3 responsible?

“It 15 an essentja]l principle of the law of uations that no power ean liberate
iteelf from the engngement of a treaty nor modify the stipulations thereof
except with the consent of the other contracting parties.”

Has Amerlca consented to our actlon? There was a paet, there was o trenty,
Has Ameriea consented? Here I8 a breach of a fundanmental principle of tho
Taw of rntions, But every country hag found it impossible to earvy these
bonds, The thne hag come to conslder and to revise, Inside the Freaty of
Versallles there are the powers to do o, The best thing that hay been snid
ahont this businesy was by the right honorable gentleman, the chancelloy of
the Fxeheoner'™s own rector—the Rev. Gnv Rogevs, o sald that the text that
is anonlieable vnder pregent conditions to all the powers and unot woerely to
Germany 18 “Let pim that 1 without sin cast the fivat stone”

Hiv A, OAMUFRLATN. T hone T may he pnermittod in mv firat wards to offos
my tribute snd sdmiration to the Secvetary of Siate for {he sneech with which

~be onened this Debate. Tt ranks with the finegt ParBismentry performaness
oand 18 worthv of the hizh office which he s, T wixh 1 eonld feel Just fhe
same ghout the sneech of the right hon, Gentlemnn, the Member for Cavparvon
RBoroughs (Mr. Lloyd Georze), T would invite the House to consider for a
moment the relevance 'of his Ingt obrervation to the crge we have to considor,
An far ag I am aware. His Malestv's Government have never rvepwliated our
obllgntiong to the United States of Amerien. [Hon. Members: “Ohi"] No
person and no country can he bound to fulfil the fmpossible, As long asg it
was within our means we paid what was due fn full.  For {wo or three years
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afterwards we paid o sum on account as un acknowledgement of our debt, and
we only ceased to muke that continuing puyment in the midst of all our own
troubles when it was no longer aceeptable in the only form in which we could
muke It,

{From the New York Thnes, Friday, Mar, 27, 1036]
Exrracrs ¥roM KDeN'S Srmscit oN GERMANY

LoNpoN, March 26.—Following are lmportant excerpts from Forelgn Secretary
Anthony Kiden's speech to the House of Commons today on the German reoc-
cupation of the Rhineland,

Bven these who think in this country that Germany has a strong case depre-
cate the faet that she has chosen to present ft by force and not by reason,
Now about the posttion of our own country, There are some who might regard
us as fortunately placed at this anxious moment In Buropean affalrs, some
who regard us as arblters, with a fortunate destiny, but we are not arbiters,
we ure guarantors of this treaty and as guarantors we have certaln commit-
ments and they nre very definfte,

1 want, tn all bluntness, to make this plain to the House:

I am not prepared to be the flest Forelgn Secrctary to go back on the British
sognature,

Our objective throughout this digicult perfod has been to seek a peaceful and
agreed solution, I consider that we are bound to do so by article 7 of the
Treaty of Locarno. s In the spirlt of that article that we have sought a
solution and attempted to bring about agreement and understanding, and to
do that without impairving conldence m our good faith or fn our determination
to carry out the ohligations to which we have set our name. We have entered
upon our task with the welght of our commmliments heavy upon us.  The crux
of our problem was always the same:d How was international law to be
vindicated? How were we to bridge this diflicult interim  poriod before
negotintions ean take vlace?

PROPOSALS IN WIITE PAPER

The White paper contained three proposals to that end, namely, first, sub-
misslon of the Franco-Soviet paet to the Hague Court; second, suspension of
fortitication in the zone; and, third, for Germany to agree to an international
force for the interim perfod,

T must mnke it plain {haf these proposals have always been proposals, and
they are not an nltimatum. 1t will be appreciated that without some construc-
tive contribution from the German sfde the task of those whose sole alm and
ambition i to start {hese negotiations will be an almost intpossible one,

I want to explain the undertanking given for the intertm perlod, which is
paragraph 8 of the White puper.  The undertaking in paragraph 8 was delibeps
ately designed to compensate for the loss of security suffered by Franee and
Belgium at this time, owing to the violatlon of the demilitarized zone, The
firnt half repeats a statement I made in this House, the first stuntement I made
after the breach of treaty took pluce, The undertuking i strietly Hmited and
clearly defined.

The military staff conversatfons are ouly for the purpose of the obligntions
under the Locarno Preaty. They are purely technleal conversations. 'Thoey can
in no measure increase our political obligations—in no measure, We shall ask,
indeed insist, that some such paragraph as this shall be the understanding
upon which these conversations tako place, It Is understood that this contnet
does not imply any political undertaking or any obligation as regurds the
defense obligations between the two parties, )

DISTINCOTION 18 STRESSED

We must clearly distingulsh between staff conversations for specifle and
limited purposes now and those conversations In the years before 1914, Our
obligations In the present Instance are clearly set out by trefity alveady and the
only gquestion that can be at issue Is whether or not you are prepﬂre(i to make
arrangements to carry ont those obligations, should need arlse. That is all,

I would remind the House in this connection that ouly in the lnst few months
such conversations have actually taken place at our request in connedtion with
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oblgations under the covenant which we all shaved and which arose out of a
dispute in another part of the world.

So much for the interim perfod. At this stage I should say one word nbout
those who would argue that It was our duty to keep free from all entanglements
in Burope. With all respect, I wonder if those people who say that are quite
clear as to what they mean, If they mean we must turn a blind eye to all that
happens in Europe, then that {8 taking uo account of the realitles. We have
never been able in our history to dissociate ourselves from events in those
countrles—neither in the timoe of Queen Elzabeth nor the time of Marlborongh
nor the time of Napoleon-—still less in the present day when modern develop-
ments in setonce have brought a striking force so mch nearer to our shores,

It is vital to the interests of this country that the integrity of France and
Belgium should be maintained and that no hostite force should cross their
frontiers.

I say with apologles to S8ir Austen Chamberlain that there 18 nothing very
new in Locarno, It was n new label but it was an old fact, which fact had been
the underlying purpose of British foreign polley throughout history., To affirm
it again s a threat to no one, for its purpose 8 purely defensive and in every
single article where these copversations are mentioned It Is elearly shown that
they only apply in the case of unprovoked aggression,

I hope those conditions will never arise, I am quite confident that they arve
Tess likely to arlse If we mnke quite elenr our own position,  What Loenrno did
waus to carry a stage further the commitments we already bear under the covee
nant in respeet to a much wider area, It was not inconsistent with the cove-
nant hut complementary and, in fact, the idea of these ortginal paets has boén
blessed by Geneva,

It may be sald that those who urge that we should disentangle ourselves from
Europe have nothing in mind very different from what I have desertbed,  They
may be thinking of another situation when, owing to obligntions elsewhere, our
nefghbors may become Involved In a confliet and that they may eall for our help
in a quarrel that {8 not ours,  That T beleve to be a general apprehension.  The
people In this conntry are determined that shall not happen. That is the view
of the Government.  We agree with it entirely,

To smm up our position, onr engagements, except those respecting parts of
Europe already covered by onr Loearno obtgations, are precisely the snme as
those of any other member of the League of Natlons,  Kven with respect to the
area covered by Locarno there is no new commitment but only arrangements
for more offectunl fulfillment of commitments alveady existing, We have
visualized that not beeanse necessnrily they appenl to us but because we
thought it imperative to make some contribution to try to secure some negotin-
tions to solve our present diffieulty, |

1 freely admit it is not fmpossible to find faults fn the White Paper. T could
tind a few myself, but I have given the reason for what we agreed in the elr-
cumstances of that time.

I say deliberately I do not regret one of these proposals.  This House must
reenll that we were met together In elrcumstances as grave as those which have
faced any government since the war,  The internationnl positlon was extremely
compliented,  Few people in thiv country yet realize the fmmense significance
to certain parts of Furepe of a demilitarized zone, There were the Intest dan-
gers which are not yet wholly appreclatoed.

Our Justification for these proposals les simply fn this: that In a woment of
erldds they allayed fmmedlately the prospect of steps bebng tnken which might.
have ted to war.

NEED A GERMAN CONTRIBUTION

Of all these proposals, the one to which we attach the most importance is the

one which opens up un opportunity for new negotiations, That is the phase we
want to reach. [If we are to rench it, we must have a contribution from the
German Government,  So far, despite all owr efforts, none hus been fortheoming,
save the Chaneellor's undertnking not to incrense the number of troops that orig-
tuully entered the zone.
. While admliting the importance of that fn the present {nternational situation,
it 18 not enough, If, in addition, the German Government wonld give an under-
taking that for the period of the negotiations it would not fortify the zone, it
would give us something to work to; but I am informed that even that under-
taking {s not possible for the German Government to give,

Our objectives in all this are threefold: First, to avert the danger of war;
secondly, to create conditions in which negotiations ean take place; and thirdly,
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)

to biing about the success of these negotlations so they may strengthen collective
security, further Germany's return to the League, and in a happier atmosphere
allow those Inrger negotintions on economie matters and matters of armament
which are indispenshle {o appeasement. of Jurope to take place,

What are the chances of achieving thut now? Much clearly depends on the
proposals which the German Chancellor has been good enough to tell us he is
golng to muke at the beginning of uext week, We know that the Chaneellor,
who has, I belleve, appreclated the efforts the British Government has made, will
understind with what anxiety Europe awaits these proposals,

e can be assured that as far as we are concerned thexe proposals will he
recelved with an open mind and not only with an open mind but 2 keen destre
to muke the best use of them we ean to bring about the permanent paclfication
of Kurope, 1 say thig all the more sincerely because we are consclous of the
diffienttles of our time, .

I do not view the future with a Mght heart, but there are a few general ob-
servations I want to make that 1 think the Foreign Seeretary of this country
ought to make without restraint at this time,

1 do not intend to approach the problems of the hinmediate future with the
tdea of belng bound to the divergent policien either of France or of Germany,
[Cheers.] 1 say first to the British publie we cannot secure peace unless you
are prepared frankly to recognize the real complexities of the present Intevnn-
tlonal situntion.  We cannot insure peace if you refuse to tnke npon yourselves
the obligation to asslst us nt this time,  We cannot Insure peace unlegs in this
country and elsewhere we divest ourseives of prejudices ahout this or that for-
elgn nation and unless fn thiy country we can divest ourselves of prejudices
about our own politiclans,

URGES OPEN MIND BY FRANCE

It Is fantastle to suggest that we ave tied to the charlot wheels of this op
that forelgn country. I should like to say to I'rance that we cannot Insure peace
unless the FPrench Government iy ready to approach with an open mind the prob-
lems which still sepavate it from Germany, And I should Hke to say to Ger-
many how ean we ever hope to enter negotlations with any prospect of suceess
unless you are prepared to allay the anxieties in Kurope you have created”

I do not belleve that at this time we shall contribute to a solution of our difit-
culties by fashioning our forelgn poliey exclusively on that of any forelgn coun-
try, but rather by seeking to understand the difficulties that exist in ench and
attempting to contrive a common meeting pluce, That I8 our whole objective,

These fssues far transcend the ordinary Hmitations of party politics, When
the whole future of our civilization may be at stake, who enves about purty
labels?

I would ask for a continunnce of that support generously extended to me in
the lnst few woeeks and I would ask it hecause I believe that the purpose T wm
working for-—with how many errors and however many misjudgments—i4s one
which is shared by the great majority of men and women in this country—to
muintain pence, strengthen the Lengue, uphold the sanctity of treaties, and,
above all, seel: without rest and fashion from the troubles of the present n
future which may be freed from the haunting fears that shadow our own times,

They had a great debate Tast year in the Commons over the break-
ing of the Locarno Treaty by Germany. The debate was lead by
Eden and taken part in by ihe loading men of England, and an-
swered by Lloyd George for the opposition, In the Times—I have
it here and I will find 1t when I put my inadequate system at work-—
the Times in reporting that speech gave it c(gunms and pages, gave
it as it was, one of the great debates in the history of the world. “They
reported Eden in full, and then they pretended to give the account of
Lloyd George's speech. I will tell you what he said—first T will tell
you what the Times said, this sponsor of the World Republie. The
Times went on and gave Lloyd George & good column and then it
said—and this paper is supposed to report news to the country——then
it said:

. ﬁt this point Mr, Lloyd George lost his audience by referring to the American
aebts.
1206008 8T—Dt, 2-—rth
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That is all the people of America got about the disposition of
England toward the debts, but T sent for the Congressional Record-—
they do not eall it that—and it is right heve, and what Lloyd George
did suy was this: ITe turned on Baldwin and said :

Why do you talk about the Germans brenking thelr freaty? You went to
Amerien iy 1026 and came back here and boasted of (he great treaty which you
had put over on Ameriea, and asked our approval.  You were {he first ong ——

What is the matter with the world—is the breaking of interna.
tional agreements and treaties, and that dishonesty has spread to
trade and that dishonesty has spread to every international relation,
and he put it right up to Baldwin that the leader of the party in
Englum{ today was the same man whose signature was on that debt.
The New York Times denied the American people the vight to a de-
cent, fair, and honest relp(nt on it, their editorial policies even going to
the point of juggling their news.

1 will put in the entire paper of the Times and the entire debates
in the House of Parlinment that you may see a picture of the weapons
thai internationalism is driven to use.

Now, we get back n moment to our balance sheet.  You had De-
cember. In December our true position was debtor position of
$91,000,000, That is withont the service items. With the service
items we go in the red $29,000,000 more.  So our unfavorable balance
of payments for the month of Deceniber was $120,000,000 instead of
the $14,000,000 that the President and you men and the public have
heen led to believe.

Now, we took what is a true, honest, and clean balance sheet for
the year 1936, and it shows you an incredible situation, that last. year
we went into the red $1,584,000,000. That was our unfavorable
bulance of trade last year. What do I eare whether you eall it
goods and goods, service and service, visibles, and invisiblos—color
1t and sneak it out to the public under the term, “Regidual, $400,000,-
000.”  What has residual got to do with accounting? How could
the President and the Congress legislate with a balance sheet that
carried n residual of $400,000,000% ,

T was taught bookkeoping ag a lad by my father, prior to the Child
Labhor Law, and I can remember the 80th of every month we were
not allowed to go home if the balance sheet showed 1 cent out of
balance. My father taught me that 1 cent out of balance might
mean a million, of course, not in a business the size of ours.

(Department of Commerce m})orm, the balance sheets, etc., re-
ferred to by Mr, Garvan are ay follows:)

DHPARTMENT O COMMERCE REPORT, MONTII OIF DECEMBER, 1036
MrnotnANnisg Trang ny Monrlis
Huoports, including reeaports, general imports, and bdalance of trade

Tixports ———————— ———— 5220, 780, 000
Tmports - : 244, 321, 000

Excess of finports... 14, 582, 000
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Qold and silver by wmonths

Gold :

JIXPOUEH e cmim et e e e e v e et o e $990, 000
TP OISttt et s o e e e 57, 070, 400
IEXCOHN OF IMPOPTH it vt st e e H6, 970, 000
| =i =

Nilver:
TN DOT B oo e ot e o e o e 230, 000
TR DIOIE N e e e s e e s 1 o s e e 2, 207, 000
Bxeesg of BnporiSe . oo e e e i 2,031, 000

Lixcerpt from text of news release dated January 29, 1937, from which release
ahove figures were tnken,

Page 1, paragraph 6: “Importy exceeded exports in value by $14,5682,000 in
December,  In November 19306 there was e net export, balance of $29,332,000,
and In Decomber 1985 a net export balanee of $86,501,000.”

Balanee of trade—cost, tisurance, and freight basis, not ncluding gold and
silver

MONTIL OF DECEMUER 1030
FE X IO TN e o o e o 0 e $220, 789, 000

Imports:
As reported by Customs Deparfment e aec e e 244, 321, 000
Frefght and insuranee-—esthnutedawmve o aeen - s 18, 000, 000
Total imports of merchandise——cost, insurance, and freight
value...... [P 262, 821, 000

i

Mxeoss of lmports over expor(s on cost, fnsurance, and frelght
DARIN e et e e e 32,082, 000

BABIS OF COMPUTATION OF KSTIMATE FOR FREIGHT AND INHURANCE

Avernge frelght pald on imports by steanmship (excluding shipments from
Smnada and Mexico which are practieally adl by rail), years 1983 to 1085,
Inclusive, based on figures covering totnl freight pnid as prepared by Unlled
States Shipping Board Bureau, Division of Shipping Reseavch, 7.15 percent of
declared value of imports,
Betimate of freight paid to forelgn railroads on fmports based on Depurtment
-of Commerce estimate,
Insuranee estimated at 134 percent of declared value of imports,
Nomr—~United Kingdom trade tables read “imports value (cost, insurance,
and frelght), exports value (free on board).”  Practieally all impovtant nations
use this basis,

Balance of trade-—cost, tsurance, and frelght basis, including cilver dut not gold

MONTH OF DECKMBER 1016

Bxports:
A 1eported DY CUHSOMM e it e $220, 739, 000
[ST1 R0 e e o Bt 0 e - 236, 000
b KT 1 229, 976, 000
Imports;
Ax reported through Customs.... 244, 121, 000
Freight and insurance—estimated 18, 000, 000
Silver. 2,267, 000
Total - 204, BRS, 000

Bxeesst of Imports over exports, cost, insurance, and freight basis,

" including silver but not gold —— 24, 613, 000
Nore~League of Natlons Economie Intelligence Service in their pumlc'ntlon,

“Balances of Payments 1085", dlscussing balance of payments United States of
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Amerlea, state (p, 156) @ “1, Merchandlse, 1. (1) Merchandise proper, (bh)
gilver coin and bullon”; and page 160, “Merchandise. In view of the special
nature of United States silver tmports during recent years, item 1 has in the
above table been divided into (a) merchandise proper and () silver coin and
bullion,”

Balanee of trade—C, I, . basly, teluding gold and silver

MONTH OF DECEMBER 1936
Exports:
AN reported by

Customs $220, 730. 0600

Silver... 236, 000
Gold 09, 000
LORY et e o o ¢ e ——— 230, 074, 000
Imports:
AR reported DY CUSTOIN.. i 244, 321, 000
Frelght and Insurance, estimated. 18, (10, 00Y
Silver. - 2, 207, 000
GOl e - . b7, 070, 000
O] e e rrm e 2T, G0N, OO
Excess of imports over exports-—cost, insurance, and freight basis,
including gold and slVer e s 1, BR4, 000

“BALANCES OF DPAYMENTH, 19356"

By leonomie Intelligence Service, League of Natlons

Page 9: “There are, however, important gold movements which are of the
same nature as merchandise transactions, namely, gold exported from the mines
of gold-producing countries and gold {mports for industrial and simitar purposes,”

Balance of pagments, month of December 1936-——oods, sercices, and gold

Commodities

Exports:
Ag reported by customs.... e 220, 730, 000
SIHvereceawan e o e e o - 236, 000
Gold . e e e o 2t 0 0 8 2 2 49, 000
Total exporty. e cwc e i e o e ——— 280, 074, 600
Imports
Ad reported by enstoms.. e . 244, 821, 000
Freight and insurance (estima 18, 001, 000
Silver «vwcnan [ 2, 267, 000
GO et s s e o e o 857, 070, 000
Total IMportSe . en.... i e ot e ot 2 321, 658, 000
Excesy of commodity Imports over exXports. e . 01, 584, 000

s

Services (estimated) :
Tourlst expendituves; homigrant remittances; charitable, re-
ligious, and educational contributions; Government expendi-
tures abroad, etc, less receipts from shipping services,
. motion-pieture royalties, ote, (NOt) e v cmm e e 24, 000, 000
Payments of interest and dividends on foreign investments in
Unfted States In excess of receipts of interest and dividends

on our Investments abroad (estimated) oo oo vnnn e 5, 000, 000
Net debit. on service items. oo —m——— ———— 29, 000, 000

Unfavorable balance of payments, month of December
BB88 e e e i e e e 120, 1584, 000
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Balance of international payments, United States with the world, year 1936

Commaoditios:
Tixports:
Merchandise ag roported through Customs. ... ... $2, 4563, 487, 000
Murcho\lmlmo not reported through Customs, est«
mated:
Bunker fuel, unrecorded parcel post, undervalun-
tion of exports by rafl and sundry other unde-

clared exports. 142, 000, 000
Sliver 2, B66, 000
Qold 27, B34, 000

O e e s e et e e e 2, 75, 488, 000
Lows ndjustment In declurod vilues resulting from
man{pulation of exchange and loss through bad

debty, esthmnted .. .. .ol Ll e 25, 000, 000 )
Correctod total of @XPOrtS. . oot ioiiiieuvaieias s .o $2, 560, USH, 000
Imports:
As reported throneh Customa..... .ol wieuaas $2, 419, 220, 000
Not. reported through Customs, estimnted:
RBunker fuel, goods brought in by tourists not
declared, smuggled goods, ete .. .. . 78, 000, 000
Frelght and insuranee on imports, ¢ . 143, 000, 000
BIVOr .o o 182,816,000
Giold, loss enrinurkings 1, 058, 217, 000
Totad.ean s L i o e 3,020,202, 000
Feys ndjustment {n declarsd values due to had debts,
aHowanees, obe. ..o ooiiiaiaa 15, 000, 000

Corrected total of Imports.........o... cooens ool

Excess of commodity Imports over commodity exports. ., ... . $1,306, 276,000
)

Sorvl:es (estimmnted):

Debits:
Tourist expenditures, nob..... ... ... cieieasa. £377, 000, 000
JTmmnigrants’ remittaicos and sweopstake paymonts, not . 42, 000, 000
Charitable und religious contributions . 28, 000, 00N
Government expenditures abrond, net. .. RN 103, 0040, 000
Miscellanoous service itemss, flre nnd easualty Insurance, advertising
R 4, 000, 000
Total deblUs. ..o il e e 464, 000, 000
Credlts:
Freight and shipping. . $88, (00, 100
Miscollaneous—Matlop
ote.. 85, 000, 000
Total erodits. . 173, 000, 000
Net debit, bofore intorest and dividends, .. ... ... 481, 000, 000
Interest and dlvidonds received on forelgn investments,
long-torm and short-term . ... .............. e $464, 000, 000
Less Interost nnd dividends pald to forolgners on thoir Inves
meonts In the United States. .. ..o ceeviiiiiiniannes 212, 000, 000
et et 262, 000, 000
Net deblt on 8erviee transnetlony. ... . oo e aeaaaeeas 229, 000, 000
“Unfavorable” balance of Payments, YOar 1088 .. .ov.. e rcrremmeeinammmccomes novn 1, 884, 276, 000

Senator Barkrey. Are we to understand from your facetious
{'efel';nvo to the child labor law that you are opposed to child labor
aws

Mr. Garvan, No; but right there I would like to see how much
child labor there is in America. Has unybody thought of publish-
ing that? Is there any department that shows it? Have you any
books or figures showing it’? I cannot find it. Of conrse, I am not
in favor of child labor; I was not even then. |Laughter.]

Senator Barkeey. T am glad my question prompted you to clear
up your attitude on that.

r, Garvan, Yes. And I can further tell you that at 14 I was
compelled to raise 2 acres of tobacco.

Senator Barkrey. I raised 4.

Mr, Garvan, I was only an amateur, I admit. [Laughter.] That
is why I am in sympathy with these Connecticut Valley tobacco pen

.
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who are here, because they are living on the farm where I was
brought up.

I heard them because they came on here in connection with the
chemical schedule and a fine fellow got up there and he told how
they were raising Sumatra tobacco, "They could not do that in my
day, it was just the old Connecticut shed voll that we raised, that
would give us 14 cents one year, 52 cents the next year, and the next
year the bugs would tuke the whole thing.

He told how they had advanced in raising Sumatra until over the.
years they hud almost gotten to the practical quality of Sumatra, but
their costs were high.

I remember he told them that they were not only raising tobacco,
but they were nsing 85,000,000 square yards of colton cloth n year,
of w value of over $1,000,000, and that they had got to that position
by the sweat of their brows,

Yo may be interested in Holland, you may think that that brown

brother of yours on the tobacco fields of Sumatra is having a harder
time than we are having in getting it out of the rocks of Connecticut,
but for God’s sake consider us.
. Senator Barkeey, I happen to come from a tobacco section that
has to export 85 percent of the tobacco produced in western Ken-
tucky, and I happen to know that the reciprocal trade agreement
which we made in France gives to our tobacco growers quite an wd-
vantage in the possible increase in sales of a commodity that finds
practically all its sale in foreign countries; it eannot be consumed
i.\.ere. So you eannot make a dogmatic statement. with respeet to
tobacco,

Mr. Ganrvan, Noj; it is not dogmatic; T just spoke of the Con-
necticut Valley. But tell me this, where in the moral law did
you got a vight to be aided at the sacrifice of the Connecticut farmers?

Senator Bargrey. I do not look at such matters either from the
voint of view of Connecticut or the Kentucky farmer, but if there
1% to be a discrimination it probably ought to be in favor of the
larger produocer and the larger quantity.

Mr, Garvan. That is a good sangwer.  That is my main objection to
this reciprocal tariff agreement, that it is immoral, I do not mention
Secervetary Hull, beeause from what T have seen he has very little to do
with these tarifls, There are four men to whom you have given this
authority, Mr. Fox, Mr. Feiss, Mr. Chalmers, and Mr. Mordecai
Tzekiel.” | Laughter.| They are the men who are administering this
tariff, and if you do not believe me, just see a poor citizen on the out-
side of the rail and try to go in and (1'15('11&4 your troubles or the inuni-
nent, danger with anybody. That slways happens with delegated
authority.

As 1 say, that is my basic objection.  Of course, I object to it on the
grounds of constitutionality, and I have found on examination that
the things that are unconstitutional will generally be found to be
immoral, That will deserve study, and I am not able to defend it. I
am not able to talk for it and T do not go into the discussion,

We are not permitted to test the constitutionality, and that in itself
was a confession of unconstitutionality.

If it had not been realized that this was unconstitutional, of course

ou would have never prevented un American citizen having his day
in court and testifying,
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Senator Barxrey, You realize that for 150 years Congress has been
authorizing any administration, without regard to party—and I don’t
want. to get that into it—to make agreements with other countries.
They did it under the McKinley Tariff Act and the Dingley Tariff Act,
and as a resulty some 10 or 12 such agreements were entered into, none
of which were required to be entered into by the Senate because they
are regarded as regulations of commerce and not as taxation. Of
course, they are not, strictly speaking, a sort of treaty between inter-
national conntries which would be expeeted to require senatorial rati-
fiecntion. That thought has come down as a part of our history and
the courts passed in an early case upon the power to deal with matters
of that sort in the regulation of trade,

Mr, Garvan, I would not go into that argument.  would he
utterly inadequate to do it.  But your own mentality and study would
be so mmfinitely superior that. I would be licked before T started,

Senator Barkrry, 1 thank you for the compliment, but I do not
deserve it,

My, Garyan, There is one other thing that you have to study in
these treaties.  You suy the tobaceo interests arve interested in the
treaty, but. so is the Government. How much of the profits of the
tobaceo industry is the Government taking? 1 figure 80 percent. You
are 80 percent. of the tobacco industry yourself,

I had to figure that in the chemieal industry, and I figured that
the Government is a 75-percent own 1 of the chemical industry today.
T figured it with a pencil on the Du Pont statement the other day,
They showed $90,000,000 profit and $84,000,000 paid as wages, 1ean
figure it for you where you take 75 percent of the $90 000,000, and
how much you take of the $84,000,000 wages and salaries, 1 do not
know, 1 am starting studies along that line, together with other
avithmetical studies so we can understand that Mr, Fox, Mr. Foiss,
Mpr. Chalmers, and Mr, Mordecai Ezekicl ave down there dealing with
tobacco growers as the 80-percent. owner, or 75-percent owner, or
(i!’)-pm'('(-nt owner,

Senator Barirry, What are the official positions of this quartette
of undesirable people you have referred to as having complete
authority in this matter$

Mr, Garvan, T will show you. I will show you Mr. Mordecai
Erzeliiel in this way: Mr. Mordecai Kzekiel is called an economic
adviser to the Department of Agriculture, and o man of great evudi-
tion and distinetion. 4

(Information referred to is as follows:)

{ From Newsdom, vol, VIIL, no, 6, Ieb, 6, 1037}

TrXAS INDUSTRIALIBTN, BANKERN T0 BULD PINE NEWSPRINT ML= DEFINITE
Prans Ak Mank por CONSTRUCTION oF $5,000,000 PLANT

Darras.~The Tocation of the flrst newsprint mill in the South will be deter-
mined following a report of engincers now mnking sirveys in Bast Texas, it
wasg fearned this week,

The munagement of the $5,000,000 enterprise and organization of technicul
stafl personnel will be in chiurge of Perkins-Goodwin Co, of New York, .

The mill 18 to have an initial capacity of 150 tons of newsprint daily. The
name of the new corporation will be Southlund Paper Mills, Ince, and of the
first unit Texas Mill No, 1.

Definite plans for the building of the mill to use East Texns pine were made
here last week duving an all-day conference of loeal und Mast Texas capitalists,
bankers, Tumbermen, and owners of timberland,
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Wirt Davis, chairman of the board of the Republic Nattonal Bank, who pre-

rlded at the conference was anthorlzed to appoint a committee on organiza-
tion plang to which he numed the following @
. Nathan Adams, president, Firat National Bank, Duallas: Fred F, Florence,
president, Republle National Bank, Dallus; K. L, Kurth, Lufkin, prestdent, An-
geling County Lumber Co., and chairman of the East Texas Chamber of Com-
merce paper mlll committee; Arthur Temple, Texarkana, president, Temple
Lumber Co,; Po B, Doty, prestdent, Fivst Natlonal Bank, Beaumont, and W, W,
Buffum, treasurer and general manager of the Chemleal Foundation, Tne, New
York. Hubert M. Harridon, general manager of the Hast Pexas Chambor of
Commerce, wi seeretary at the conference,

Others at the conference were Dr. Charleg H, Herty, Savannah, G, Ted
Datey, vice president of (he Dallas News; Lo B0 Denning, Dallas, presldent of
the Lone 8tar Gas Co,; Gus Blankenship, president lest National Bank, Jack-
konvilley Gus B, Taylor, president, Cltizens Natlonal Bunk, 'yler; (uy Blount,
Nucogdoches, timberland owner; Mayor P, D, Renfro, Beammont ; Worth Whited,
president, Frost-Whited Lumber (o, Nocogdoches; Lo B Mast, banker, Nicog-
doches ; W, I Francls, Dallas, general counvel, Magnola Petroloum Co,; Fueker
Royall, chafeman of the board, Iflewt National Bank, Datlax; Alhert Newcombe
and R, W, Wortham, Jr, representing Perking-Goodwin (o, New York,

Ted Deuley, president of {he Texas Newspnper Publishers’ Assoelntion, un-
nounced durlng Thurskday's sesstons that Texuas, Okhnhonu,  Arvkansas, and
Lotdsdann publishers hiad agreed to purchase the totad yearly paper oatpul.
of the proposed mill,

Dr, Herty, Just before leaving for his home fn Atlantn, subd: “1 hinve heen
In a log Jam for several yeurs but it has now been broken by the action of
you Texnuy, 1 am a very happy man over the resudl of our dellberations,”

Wm, W, Buffun, general manager wl (rensurer of the Chemfeal ¥hundatlon,
was highly pleased over the rapldity of actlon on the part of "Pexas Indus-
trinlists and capitalists,

“Y um highly gratifled because this means so much to Texas and to the
whole country”, Buffman said. It fs the beginning of o great new Industry
for the entlre South, Tt s pleasing to me to see how the leading citlzens of
Texas grasped thelr opportunity.

“Ifrly in December the Dallax News published an o interview in which 1
suggested that the paper mill bhe bullt with Fexas eapital. I, nt the time,
enlled attention te the vast natural resources which 'Pexas possesses on which
to buse a paper industry,  The next day there appeared a cartoon by your
Johin Knott, That rang the hell, Tt set the ball rolling,

“Iraneis P, Garvan, president of the Chemleal Toundation, g clussmate of
Wirt Daviy of Dnllas, succeoded In interesting the Iatter In the paper-mill
project,  Mr. Daviv bhas devolted much of hix time and enevgy during the
st 5 weeks to formulating a plan to earry out thiz projecet, Tt was at Mr.
Davis’ instigation that the group of Dallas and Texas caplinlists and indus-
teinlists was eadled together, The result was o foregone comclusfon,”

Hubert Harelson Iate Thursday sudd the paper-mill industry wil provide
employment gud new caxh outlet for a year-ronnd crop for East Texas owners
of thmberland and farm wood lots,

“1 belleve that this I8 the beginning of o great new Industrinl expunsfon
including bot only paper mills but  related industries using Texas raw
muterinly”. Mr. Harrlson concluded.

America wanted to start using the slash pine of the South to take
the place of $250,000,000 imports from Canada today. So T wrote
the facts (o the President, The President in his busy life referred
it. to Secretary Wallace, Secretary Wallace referred it to his “brain
truster”, Mr, Mordecai Euzckiel. " Mr, Mordecai Izckiel wrote me
back and said, “Noj America cunnot do that. We have got to
import that stuff from Canada, Sweden, Finland, and other coun-
tries, America cunnot. use ity slash pine.” In effect he said to set
fire to your forests, Let it go on. We have got something, either
of General Motors or the machine trust or some one of the big fellows
who are associated with Morgan, we have got something they want
to export and so you farmers go on raising your 6-cent cotton, go
on having your tenant farming, go on having your problems all
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over the South, but don’t bother me; I am here in the business of
making exports in order that the farmer can export his cotton.

Senator Banrkruy, Will you include in your testimony a copy of
Mr. Tizekiols letter?

Mv, Garvan, T wille T will read it fo you vight now. Aud also
will you allow ne, then, to inelude my answer(

Senator DBagxeey. Sure; and both of them ean speak Tor them-
selves, 1 suppose?

Mpe. Garvan, I will include my whole corvespondence, the letter
to the President, the letier from the President transferring it to
My, Walluce, and to My, Mordeeni Kzekiel,

Senator Brack, Will you underscore the part where he suid in
effeet that he wanted you to burn the forests upt

My, Ganrvan, No, no——

Senntor Brack., You suid, “in effect,”

Mr. Ganvan. 1 will vead the letter,

Senutor Brack, Would you mind underscoring the part where he
sid ineffeet that he wanted to burn the forests up?

Mr. Garvan, Surely.

Senator Brack. 1 will apprecinte it if you will do that in the
report and not. speak,

r. Garvan, Yes, sivg for this reason—-

Senntor Brack, Underscore it and give it to the stenographer.

My, Garvan (reading):

For this reason, we cannot ngree with you that 1 ik to the advantage of
the furmers to adopt nrraugements siuch s yoir propose in your letter,

Senator Brack, Is there any other part of the letter which he
wrote you which in your judgment says in effect that he wanted to
burn the forests?

Mr. Garvan. Yes, sir,

Sentor Brack. Underseore it, too, please, sir,

Mr, Garvax (reading)

If we take further steps o reduce our imports in the end, we will e
diately fntensify our farm readjustment problem,

Iu other words, the whole thing was a dismissal of the proposi-
tion to build a paper industry in ttu South,

Senator Brack. Is there any other part of the letter to which you
refer which says in effeet thatemm

Mr, Garvan. No; the rejection of our proposition.

Senator Brack. Those two constitute lim part on which you base
your statement here!

Mr, Garvan, I did not base my statement—he snid in effect,

Senntor Brack, On which you said you based your stutement that
he wanted to burn the forests up?

Senator Banrkrry, Will you point out the particulnr langusge
which indicates five?

Mr., Garvan. T cannot point onl a sentence but they have been
burning for 25 years in forests,

Senator Barxrey. Now, you refer to the writer of thig letter, Mr.
Ezekiel, ns onoe of the fonr men who fixed the policies of these trade
agreements?  Don't you know, or if you don’t, are you willing to be
instructeds——

Mr. Garvan, I am that, '
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Senator Barkrey. That neither of the four named by you was a
negotiator in any of the 15 trade agreements?

: r. (arvan. I cannot admit that, sir. I was there and watched
them.

Senator Barxrey., You know they were the negotiators?

Mr. Garvan. It depends on what you mean by negotiators?

Senator Barkruey. T mean those who sit and negotiate with other
countries. '

Mr. Garvan., We have seen in the papers that they have been con-
sidering a new treaty with England; when is one of these treaties
negotiated? Is it negotiated before they have a public hearing or
i3 it negotiated with the foreign ambassadors in the dark rooms of
the State Department ¢

Senator Barxrey. The procedure is-——

Mr. Garvan. It is fine in print, I admit that; but take a practical
c]aso and try to get consideration and see who ultimately decides
that.

I want to go back to that paper thing; I have been accused of ex-
aggeration or something else, but the pines of the South have been
burning up in fires for 25 years, It bas been one of the menaces of
the South and the destruction of the South. The Chemical Founda-
tion used this money for 5 years trying {o develop a use for that pine,
and we spent over $300,000 of our money. We found a scientist who
felt he could do it, and we went to Savannah and we got the cooper-
ation of the people of Savannah. The people gave us the building
and the power company gave us the power, and the State legislature
passed an appropriation of $20,000 a year.

Senator Brack. Do I understand the power company gave you
the power there? .

Mr. Garvan, Yes, sir; either threugh the eity committee or some-
thing. . . v

Senator Brack. What power ccmpany was it that gave you the
power there?

Mr. Ganrvan, It is either the Southern or the Commonwealth,
whatever is there. -

Senator Brack. But did they give it to you?

Mr. Garvan. I think they gave it to the cily of Savannah and the
city of Savannah turned it over to us.

enator Bracx. I congratulate you.

Mr. Garvan, Now, wait. These pines were growing there and we
spent 5 years in developing-—I am not telling this as a story except
to point out about these reciprocal trade sgreements, e found
that it was like so many things, just a wrong theory that had been
governing the country, that you could not use the pine of the South,
it was grown by the devil and it contained qualities which would not
allow you to print internationalism on the Faper, don’t you know.
We just proved that this was not so and that the pine was the greatest
thing in the world for paper, that we could make any kind of paper
out of it except rag paper, of course.

. Now, then, we cane to the Government for help and it was referred
to the reciprocity treaty who turned it down and said “no.”” All
vight, that is why I said these treaties are not gctting anywhere.
They said “no” to whom? They said “no” to the American people.
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They said “no” to Americanism. They said “no” to the American
way. It was a direct clash between the friends of internationalism
and the friends of America. ) '

But what did we do? We went back and we worked and we never
slept, and we said we would not take Mordecai Bzekiel’s “no” for an
answer, We will not take the -forbidding aspect of the reciprocal
trade agreement, and tonight we have $65,000,000 worth of mills
building in the South, employing fifty thousand-and-odd people, em-
ploying colored people and other people, with the farmers in the
woods cutting the wood. The pay roll of Savannah is today just
twice what it was bofore the Union Bag & Paper Co. started the mill,
Virginia gets a mill. North Carolina—1 always get my North and
South mixed up—Charleston gets a big mill from the West Virginia
Paper Co. Goorgetown gets a big mill by the International Paper
Co. Brunswick gets a big mill of the Moade Paper Corporation,
The mill first started is now to be multiplied by }’our by October,
The Certainteed Products has a big mill. In the south corner of
Georgia the late Alfyod dW”PGﬂﬁW’iFS estate, which he left entirely
to chavity, to q}ﬁp’fieople and children,#dministered by a man named
Bell, in Jagk#bnville, has appropriated $10,000,000 for a mill in the
north of Jlorida. If you go across to Arkansig there has been a mill
dHere. If you go ﬁ&'w’ﬂ‘dnto Houston, the Champion Paper
Putting $5,000,000 into a milL’ L)
tse are all Hraft papéps. The South knew igomething about
ftt. before,;#We do not cldim, any particular credit for it, but it
i just thatiwe had the courage to try! that is all. ¥ The newsprint
18 now on the waysthe hankers nre;n*unih;shing $5,400,000 without
#imissions, or bro&gé, e, or anything elgp, and thej oldest paper
use in America isitd manage the mill an? receive @mmon stock,
tHough théy"sgn ofil ;&&ggiﬁ.dggl%r otttrof it if thfly make it a
sfccossful yenture: % Ly ‘

By
¥
{iThat is the beginping of t u%h g in the South ¢F $500,000.000
imills, and that" is"the bgginni /
0,000,000 frgi Canada, . w” 4

of‘ﬂl&}kemd of Bur importing
e will not" hurt. Canadg. because the cohsumptign of the world
is ingreasing so fast, a4 n sho¥y yoif by the ﬁnt«ment of the
wBank of Cawnda, thatiboth € prosper jdgether. It takes
kdevelop thése-things, f '
shpw you further that you have takepfthe first stop toward
the absolutefreedom of the American pysfs, and the New York
Times, becausdsyf, has its mills in Canedd, will not have to be an
international pape e Will plevhti¥e to color the news each and
every day against the best Interests of this country. ,
Let me show you that the day the Canadian treaty was adopted
it was given out at 10 o’clock at night when no other newspaper
in the country could have the news in time for editorial copy, but the
news of that tariff was put in the New York Tribune, the leading
bell-weather of your Republican Party, and they came out the next
morning shead of any paper in the country, praising the reciprocal
trade agreement, which their party and their leadership naturally
and normally would have compelled them to condemn. The reason
for it was that newsprint was (!rozen on the free list.
We do not care if ‘you freeze it on the free list forever. We can
produce it $10 cheaper than they cin produce it anywheré in

i
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Canada. We never asked a tariff and we never will ask a taviff; we
only ask the opportunity to develop some at least partinl solving of
our cotton prolﬁem. some at least partial solving of our unemploy-
ment problem, We do not want our printed word entirely controlled
by the price of newsprint,

Today one man in England, Rothermere, controls the price, not
absolutely, but in its trends, in its going along with things. e is
the controller of the Cavadian mills, as you will see.  Paper was $120
a ton in the war, and Canada and our foreign interests held that
club over every American publisher today, $120, which would put
them all out of business.

The man who controls the newspaper is the man who controls its
balance sheet. It is usually its owner. What controls the balance
sheet is the price of the newsprint, and whoever controls the news-
print price can come pretty near dictating the policy. Do I state
that foolishly? We were down in Texas stamping along trying to
find the site of one of the mills, and I made a statement which I
said was my deduction from the experience of 20 years, and he said
that it need not any longer rest on a deduction.

e said, “I was sent for in 1916 by Lord Rothermere, to London,
and he sent for the leader—I built mills in England so that was
how he knew me—he sent for the man who was the biggest man
in the Canadian control—"

There is no use mentioning these names because they are men
earning a living, I can tell you who they are are if anybody
doubts me.

He sent for him from Canada, and the Canadian and the American
representatives met Lord Rothermere in London at the Ritz Hotel in
1916, and Rothermere said to them, “This war is getting pretiy bad.
It looks as if we are going to need your help.” "This 1s what Lord
Rothermere told this man, “I want you two men to go back to
America and get into our control every kind of newsprint going into
the Amevican newspapers”, and then he said, “I will name the Presi-
dents of the United States.”

Senator Brack., Who was that representative that you said came
from America? Did you tell that? ’

Mr. Gagrvaxn. I said I would rather tell the committee their names,

Senator Brack. That is a very serious charge.

Mr. Garvan, Alexander Smith from Canada, and Albert Newcomb
from New York.

Senator Barxrey., What is his position ?

Mr. Garvan. Engineer and paper-mill builder. He has sold his
mills and is a developer.

Senator Barkrey. What is the capacity of the mills in the United
States to supply the newsprint that the newspapers need ¢

Mr. Ganvan. That is hard to tell. At the present time, we are
supplying, I think, about 40 percent. Each month it gets lower, but
that is not alone on account o} the tariff. It has been these low prices.
A lot of these mills have turned to making other grades of paper and
six have closed down altogether. )

Senator BarxLey, Do Xou think it is a sinister fact that the Amer-
ican newspapers opposed the tariff on print paper as proposed in
the present Tariff Act, 1 mean in 1929 and 19307?

r. Garvan, I do not think it is sinister at all.
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Senator Barkrey. Do you think there is any indication that they
are subservient to the British interests?

Mr. Garvan. No; they have to look after their balance sheet at
all times, It is the newspapers of the South that have helped us on
that. Mr. Stohlman, of "T'ennessee, has bheen the chairman of the
newspapers of the South, and he has been the leader out in front, and
he has been the one who pledged the consumption of southern news-
papers to this mill for 5 years at market prices.

Oh, no, no. Of course, it was their—they were foolish, because
we never asked a tarifl and I do not think there ever has been a
tariff. I do not know how far back that goes but there has not been
any of late years and there isn’t any likelihood that we will ever have
a tariff on our newsprint. That is an academic question.

Senator Brack. I understood you to say, I don’t know whether I
was correct, that you did not need a tariff becanse you could produce
at 10 percent cheaper than they could in Canada?

M. GarvaN. ’l‘fmt is right.

Senator Brack. I did not quite understand your statement. about
the papers being free to do what they want to, like the New York
Times and others.

Mr, Garvan. Yes.

Senator Brack. By reason of something that had occurred. Do
you mean that before that time these papers were compelled to adopt
an_international attitude against their ({esire?

Mr. GarvaN. No; T say 1t was one element. It does not apply to
the small papers of the country, because the importance of paper in
their balance sheet goes down,

Senator Brack. Would you say it applies to the big paper?

Mr, Garvan. T would say it applies to the big papers like the
Herald-Tribune and the Times. They are so dependent upon Can-
ada for theiv newsprint at a price that it governs their entire eco-
nomic structure and also they are governed by the fear of the past
prices of newsprint running up to $120 a ton. T could take their files
and show you.

Senator Brack. Show me what?

Mpr. Garvaw, Show you how they have been influenced by that
pressure for cheap paper from Canada.

Senator Brack. You mean you could show how they have taken
positions but do you mean——

Mr. Garvan. Of course, T cannot go into the other man’s mind
or into the sanctums, of course. I only judge from what they put
out.

Senator Brack. You only judge from the fact that they take a
certain position—m—

Mr, Garvan. I judge from the abnormaiity of the position. Here
is Europe owing us $11,000,000,000; how is it normal for anyone not
to want to collect?

Senator Brack. As I understand it, then, you base your statement
merely upon the fact that these two particulnr papers have taken a
position contrary to what you believe they should have taken?

Mr. Garvan. No, no. I am too old a fellow in court. You can-
not twist me that way.

Senator Brack. 1 am not trying to twist you. You are making a
statement which, as I understand it—and I want to be fair about



248 EXTENDING RECIPROCAL TRADE AGREEMENT ACT

it—charging two great newspapers that cireulate largely over the
Nation with taking a false position on acconnt of some pressure that
has been placed upon them.

Mr. Garvan. 1 did not say false position.

Senator Brack. Did you mean that their position was sincere?

Mr. Garvan. Of conrse, it was sincere. It was dictated by their
own balance sheet, of course.

Senator Brack. Then, your position is, that on acconnt of the fact,
that they were buying paper from abroad they were taking this posi-
tion in order to protect their own financial interests?

Mr, Garvan. Certainly,

Senator Brack. That is as far as you went?

Mr. Garvayn. Certainly.

Senator Brack. What did you mean that they were made free
from that?

My, Garvax. I would like to have a paper free from any influence,
however remote.

Senator Brack. I understand that.

Mr. Garvan, He is never free until he is.

Senator Brack. I understood you to say—I may have misunder-
stood you, but. I think you can understand the question—if you did
not say it I do not think it should appear in the record in the form
it did—I understood you to say that at some time on account of
somet hing that was done these papers were freed from this influence
and then they were free to take the course—

Mr, Ganvan. No, 1o, no. I say they will be free as we develop a
local supply, a vational supply, so that Canada, Sweden, or Finland
cannot form one of their cartels and dictate $100 or $70 or $80. 1t
is going up very rapidly now. It was $40 last year, which was too
low, of course. .

Senator Brack. Then yon do not wish to leave the impression that
these newspapers have been taking this position because they were
bound to do so and they are now going to be free to exercise their
own judgment, and you are not taking the position that they did not,
exercise their honest judgment? ‘

Mr. Garvan. Oh, nos they had to be influenced in yegard to their
stockholders and their balance sheet.

The Cramman, Mr. Garvan, it is only rvecently since they have
discovered how to malke this print paper out of this loblolly or
spruce piue in the Houth?

Mr, Garvan, Yes.

Senator Kina, Way I say, Mr. Garvan, that T visited the plant.
in Savannah, the newsprint plant as well as the big plant, and it is a
very important adjunct to the industrial life, it seems to me, of that
community ?

Mr. Garvan., Yes.

Senator Kixa. The thought occurred to me as I was examining
that plant and your experimental plant whether you were taking
steps to preserve the pine,

Mr. Gavan. Oh, yes.

Senator Kine., Or whether there would be a promiscuous killing,
if T may use that expression, and thus further denude the South of

the residue of timber,
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Mpr. Ganvan. It is too valuable to destroy. We are working with
the forestry department of the State of Georgia and the Forestry
Departnent of the United States, and we are working very hard on
raising corn or vegetables between the rows the first 2 years and rows
of grass in the fire lanes, showing how they can malke the five lanes
arow grass for cattle, and so forth, and so on. It is a part of our
development in doing what we can do to help solve the {arm prob-
lem and help solve the problem of unemployment.

The reciprocal trade agveements are handled by four or five people
here in Washington who never took any part in the strain of build-
ing American business, and what can be done if we just do away with
the American way of building up the industry? 1 would like to
ask what new industry has been encouraged to start since these trade
agreements took place,

Senator Baekeey. How many were started during the 6 years
immediately prior to the policy of negotiating these trade agreements?

Mr. Garvan. I would be glad to put that in the record, but they
were numerous,  Plastics is one,

Senator Barkrey, Hag that been injured by the trade agreements?

Mr. Garvan. I do not know; I have not studied that exact case,
I will tell you another one which. will answer you, too.

" You know that I have got a great respect for your chairman, and
no one appreciates his modesty and his wish to stay in the background
as I do, but I want to say to you that that man has done more for
his southland than all your relief projects and all your reciprocity
treaties and everything else put together. I will give you just one
example of how this policy crushes and stops development.

There was a chemist in the Department of Agriculture, a man
named Payne, a fine fellow, somewhere about 35 or 36 years old, and
as part of his work, for which the Department of Agrienlture de-
serves the fullest and 100-percent credit, he studied the subject of
making starch out of the sweetpotato; that is, taking the yellow out
of it so they could make white starch because people would not use
it if it were yellow. Ie perfected that.

Your charman, and 1 do not think T am telling any secret, and
Payne—we will leave it with Payne—wanted the Deparament of Ag-
riculture to develop that. e met with a refusal.

Senator Barkrey, You are speaking of Senator Tarrison now, the
chairman of this commit{ee ¢

Mr. Garvan, Yes,

Senator Bavkrey. T just wanted to know whom you referved to.

My, Garvan, Senator Harrison 1s one of the old American style,
and the more you go against bim the more he comes back, and no
Mordecai Fzekiel, with all his theories, could stop him,

So, he went over to the reliei—Mr. Hopkins—and he got $75,000
given to the Mississippi State relief, and they in turn loaned 1t to
an organization of a community of farmers. That community of
farmers built a plant, and the Department of Agriculture cooperated
to the extent ot sending the man who had worked on this develop-
ment down there to run it. They needed more money, and they did
not have it, even with all the billions of the Department of Agricul-
ture, so the Chemical Foundation paid for three more chemists on
the pay roll to help develop the community idea, which is what
I work on. !
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They went down there and they have run that plant for 3 years,
and they have absolutely proven that we can raise the best starch in
the world. They are getting a cent a pound more for their starch
than the market price, becanse it is so superior for use in treating
cotton cloth. The mills right there are buying it.

Senator Davis. Is that sizing made from the sweetpotato?

Mz, Garvan, The sweetpotato. Let me tell you this story, because
it saves me from 2 weeks of bad oratory: They have run that for
8 years, gradually increasing, until this year they made 270,000
pounds of starch and sold it all, and I think about broke even, and
that is only the beginning.

That attracted us to tgl’le stndy of the sweetpotato, and we found
that the sweetpotato may be one of the great salvations of the South
in hol]l)ing the cotton problem, and if 1t does, the credit belongs to
your chairman 100 percent.

Now, let me tell you, you apply a gas, the name of which T have
forgotten because I cannot keep these chemical names in my head;
you apply a gas to the sweetpotato and off runs the sugar content.

ow, that sngar content we will dispose of in a minute. We can
use it. That leaves the sweetpotato and you can make stareh out of
it and we arve now perfecting a method by which you can make
adhesives, When T say “we”, T mean I am ouly the little fellow
sticking his nose in to get the cvedit. I have nothing to do with
it exeept finance it with a few dollars where T could.

We can make adhesives and starch out of the second process, and
what is left of the potato makes a magnificent cattle feed.

Now, you run the sugar off and you can make alcohol of it. T
am prepaved to state thal we have developed the study of power
alcohol to the point where we can sell alcohol at 25 cents to any oil
company.

Senator King. Twenty-five cents a gallon, you meant

Mr, Garvar, Twenty-five cents a gullon, and they can blend it at
10 percent and not, increase the price of gasoline one iota. It com-
pensates with the lifting of the quality of the oil sufficiently to pay
the oil companies for putting 10 percent into their low-grade gaso-
line and lifting it up.

Now, that price of 25 cents for alecohol will be 50 cents for corn,
and while we have not worked it out yet, it will be a compensatory
because of the aleoholic content in any vegetable in the country.

So, in addition to the paper in the South, it is certain to be in
time that you can raise the sweetpotato—it contains morve starch
the further South you go; that secems to be so; we have not given
the final word on that yet.

So, there you have the production of starch; and what did the
veciprocal tariff do to this situation? What did it do? Tt just
reached out and took a club and smashed it on the head as far as
it could. In the treaty with the beloved Netherlands, it froze on
the free list tapioca starch. which comes in to the extent of 2,000,
000,000 pounds or 200,000,000, some such figure, which is fanciful.
Anyway, it could build 1,000 plants in the South, and yet they freeze
it. on the free list for fear that the Congress of the United States,
the Representatives of the United States, who are called on to take
care of the country, might go ahead and solve it in the old American
way of taking cave of yourself and developing yonr natural resonrces.



EXTENDING RECIPROCAL TRADE AGREEMENT ACT - 251

Those are two instances, and I could go on and show you that. this
bill is in absolute conflict with the American and with American
development,

But then I say, what is the use of sitting here and discussing it

This extent is nothing but putting, off the admission of failure.
These agreements have ﬂoi)ped. "They are dead. 'They are no good.
You eannot point to a dollar that they have brought in or helped
the country. And whom do I call on for that? Why, the com-
bination is right there in the reoerd. They have not even noticed
a hearing of -a new treaty in 2215 months, and they want 3 years
more, .
It is April 1935 before they got materinl or facts enough so they
could see the possibility of making one more new treaty., Whyt
They have given away url their batgaining points. England is taking
it all. It is all going to other countries, and we get nothing from it,
It is o flop and a failure, only it is not expedient for these four boys
to come out to the public and admit they are wrong and say, “We
huve helped to plunge you into a billion and a half unfavorable bal-
ance in 1 year; we have helped to turn you from any possibility of
considering yourself a creditor nation.” e

But I wr]f come to that. 1 do not say they did it. They did not
have any effect one way or the other. I do not say that except as to
the domestic effects. The corollaries of this bill are worse than the
bill.  The corollary. is that you must not have any new industry.
You must kill the industries which are inefficient becnuse of thelr
vouth or beeause of the lack of development of science or some other
reason like that. It is the philosophy of the thing that is wrong.

I read the record; and Mr. Sayre was quite magnificently frank.
One Senator here—I don’t know which one—uasked him about this
most-favored-nation clause; wounld not England have something to
sy on that, and would she not insist on'it, or something of that kind.
- He said, “Why, we may come to a head-on collision about that; and
when we do, look out for us.” It was something to that effect.

Now, the thing is, he has already confessed to that proposition.
He has already abandoned that right. England must have the most-
favored uation. He will not get it from England or her colonies,
and that principle has been signed, sealed, and delivered by the State
Department. T will explain it in a word and then submit it.

In the Canadian treaty it says that Canada concedes us most-
favored-nation treatment as going into Canada—does it say that
No. It says that it concedes the United States the most-favored
foreign naticn. Do you see? For Canada to concede us anything
does not bind her in any trade that she makes with the colonies, with
the British Empire. She is free to go ahead and give them as much
advantage as she wants to, and that does not acerue to us. :

So, as far as England and her coloniés are concerned, one-quarter of
the people of the globe, we have already, in signing the Canadian
treaty, given up any right to be treated in that one-quarter of the
globe on an equal basis with the way they treat each other. The
whole policy was that the colonies and Great Britain were to be
treated as separate kingdoms. T mean Canada, Australia, and so
forth and so on; but the State Department, in its Canadian position,
hag abandoned that purpose of the Congress and has made a treaty

12500 T BT pt, Qoo T Y
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with Canada so that when she comes to her Australian trade or the
British trade the precedent is established, and she must allow Britain
to say, “Yes; we will give you the most- f‘wmul nation, but that does
not apply to our one- quanor of the globe.”

Lot me just show you Unconditional most-favored-nation trent-
ment is applied unequally to our imports and exports. We apply un-
conditional most-favored-nation treatment to 90 percent of our im-
ports. We receive unconditional most-favored-nation treatment for
only 54 percent of our exports,

General imports into the United States totaled $2.000,000 0003 from
Cuba, preferentinl—that is out of discussion—$:101,000,000, Imvmg
sul.ject to uncmuhilmml most-favored- nn(non tmatment ‘i\l )4)() 000,000
fmm Germany, $77,000,000, and that is out because nf another dlsn
cussion; and from Australm, $14,000,000, and that is out because
of fhon' diserimination; that accounts for $92,000,000, leaving uncon-
ditional most-favored-nation treatment npplwd to $1,830,000,000, 90
percent of our imports.

When we come to the exports, they totaled $2,200,000,000. To Cuba
they amounted to $60,000,000; and to the British Empire, subject to
Empire preferences, the Ottawa agreement, designated in Canadian
agreement as unconditional most-favored foreign nation, $971.000,000
of our exports which still did not receive the most-favored-nation
treatment because of that weasel word. I dow’t know which of the
four invented that word, but it was a peach. Nobody apparently in
the whole country seems to have noticed it. It seems to have slipped.

(Information referrved to is as follows:)

“Unconditional most-favored-nation” tl'(-:\tmont ix applied unequally to our

imports and our exports.
We apply “unconditional most-favored-nation trestment” to 904 percent of

our imports,
We recelve “uncanditional most-favored-nation treatment” for only 547 per-

cent of our exports,

Based on year 1935
Amount Porcont
GENERAL IMPORTS
1. Cioneral imports into the United States, total .| $2,047, 287, 000 100.0
2, ¥rom Cuba, “‘preferential”’, not subject to “‘unec
e 7 TP ven 1()4 639, 000 8.1
3. Leavin (g subject to “unconditional most-favored nation” ... .. ....... l 042 648, 000 94,9
4, From Glermany. . $77
From Australia. .. -
Total, “unconditional mogt-favored nation” not npplied. .......... 92, 394, 000 4.5
8. Leaving “unconditicnal most-favored nation” applied to & maximum of .| 1,850, 2564, 000 90.4
EXPORTS (INCLUDING REEXPORTS)
1. Exports from the United States, total. ... eeue o oiiiaae 2, 281, 800, 000 100.0
2 'l' Cuba, “preferenttal”’, not «ubject to “unconditional most ﬁworad
nation’ 60, 153, 000 7
3. Yeaving o balance of..... 2,221, 047, 600 07.3
4. To Dritish Kmpire, quhje
destgnated in Ci
forelgn NBtION" w e seie e rine s cana s nmn it a s dn b 871, 601, 000 2.6
8. Leaving “unconditional most-favored mmon" applied to a maximum of..| 1,249, 748,000 54.7
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UNCONDITIONAL MOST-FAVORED-NATION CLAUSE

Numerous exelusive tariff concessions between countries having special racial,
political, or regional relationy have been acquiesced In by third countries us
exceptions to the pledge of most-favored-nation treatment, )

The most important areangements of this kind are colonfal preferences be-
tween a mother country and Hs colonies (British overseas dominions being for
brevity inelmded in this term), or mmong the colonies of the same power, which
are not extended to forelgn countries, These preferences may tuke the form
of a schedule of preferentinl rates enacted unilaterally by the competent
authority, or may result from preferential schedules in commercial agreemants
between the mother country and the dependencies or between it different
dependencies,  "The most eonsplenous illustration of arrangements of this type
is the complex system of preferential tariffs among the United Kingdonm, the
Dominions, and other dependencies of the British Empire (pp. 25 and 26, U. 8.
Tarift Commission, Extent of Igual Treatment in Forelgn Countries, December
1036,

Burisi EMeire Teapke CoMPARED WITH INTERNATIONAL TRADE IN GENERAL IN
RicENT YEARS

During the depression there appears to have been a tendency for the trade
among countries with various empires to he better maintained than the trade
of the same countries with the rest of the world.

in the case of the British Bmpire trade within the Empive in 1933 and 1934
represented 20.5 and 20.7 percent, respectively, of the total international trade
of the Empire countries, ss compared with from 25.7 to 26.6 percent in
1020 and the years immediately preceding, Something of the same change
is Indieated by trade statisties of the United Kingdom alone, In 1929, 204
pereent of the total jmports of the United Kingdom came from territories
within the Empire. Tn 1933 and 10934 the corresponding percenteges were
$6.9 and 371 percent, respectively.  The percentage of the total exports of
the United Kingdom going to Empire countries does not show ax conspicuous
an increase, but heve also the rise was appreciable, from 445 n 1929 to 163
pereent in 1934,

In the British Empire, the Ottawa agreements no doubt helped to maintahx
trade within the Bmpire and to shift certain trade from non-Empire to Empirve
countries (paper delivered by A, M. Fox, Director of Research, U. 8. Tariff
Commission, Dec, 28, 1936).

Senator Kine, William Jennings Bryan used it very efficiently.

Mr. Garvan. He was the first man I voted for,

Now, we get back to where I started. Everyone says there is no
reason for this treaty if we were not a creditor nation. Isn’t that a
true statement? If we were not a creditor nation we would not be
in this business, but it is because we are a creditor nation,

Well, T make the flat assertion that we are not a creditor nation.
Tt is again due to our bad bookkeeping, unless you count our foreign
debts, our $13,000,000,000 ss payable; but, as I tell you, they are now
in the hands of the lawyer for the debtor.

T have made a study for over 2 years of our investments abroad.
T am going to give you a copy of this and ask that it be introduced
in the record. This is a most careful examination by a splendid firm
of accountants, Thave given them every bit of help I could. 'We have
walked the streets into every department of Washington and searched
out every Government figure possible. 'We have understated wherever
there was any doubt, and we have analyzed down to the last degree
the holdings of this country abroad. We have all our working sheets
of the accounting, and they are all open to this committee or to any
American citizen who shows any interest in the subject.

Senator Barxruy. What is the title?
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Mr. Ganrvan., Hot Money Versus Frozen Funds.
(The document referred to follows:)

[¥rom The Deserted Yﬂluge No. 12, American Politieal Economy}
“HOT MONEY” v. FROZEN FUNDS
(By Francis P. Garvan, president, the Chemleal Foundation, Ine.)
FOoREWORD

To the People of the United States of Amerien:

The Chemical Foundation was founded by President Wilson for the “Promo-
tion of Chemistry und Allied Selences.”

Kighteen years of our experience have demonstrated to us that arithmetice
i the first of the sefences and the ally—in faet, the foundation—of all the
sclences,

Our experience hay also demonstrated that arvithmetic is the most neglected
selence in America and that the effect of that negleet has been, is, and will
be disastrous.

At long last, therefore, we are carrying on a enmpaign-—in the gramme~
schools, secondary schools and colleges, and among our people in general—to
repair this neglect.

The first and greatest negleet iy the absolule failure to apply arithmetie to
our international relations-—-and it {s necessary to repair the leaks of a house
before the family within can properly conduet its domestie affairs,

We arc therefore sending to you an arithmetical study of our investments
abroad, authovized by us and made up for us by Pasley & Conroy, a firm of
American accountants of the highest standing, It is the best that the inade-
gnacy of government collection of data affords.  Wherever possible the govern-
ments inadequate figures have been supplemented, cheeked and corvected,

We invite comments and critieism, friendly or unfriendly, particularly oun
fhe subject—What is the real value of these foreign Investments, in view of
conditions in the world today?

This report stateg that our foreign investments are estimated at some 13ight
Rillion Eight Hundred Million Dollars, using market values where they can
be obtained and book values in all other cases,

This s the estimate of what is remaining of a Fifteen Billion Dollar in-
vestment (excluding war debts)... What 18 its realizable value? What is its
“hot money” value?

Some Two Billions represent the remains of our unhappy venture into
foreign government loans. What will we eventually realize?

We have a billion dollars invested in public utilitics. Can we object to
conflscatory legislation by foreign governments in the face of our own govern-
ments attitude toward private utilities? What is the real value of these
investments? '

Wpe have a billion dollars in oll. The record of recent forelgn legislation
affecting this Investment is discussed in this report. Spread out all over the
world, subject to the legislation of many governments, what i« it worth?
What would be the cost to the nation of protection against confiscation?

We have a billlon dollars in mining. This, too, i8 seattered throughout the
world, subject to the same perils as our oil investments. What is it worth?

What is the value of investments in war-torn Spain, in Germany, and other
continental Fuaropean countries, now figured at book value where there are
no market values avaflable? :

We have a half billion dollars invested abroad jn agricultural and paper
and pulp ventures, Is it more expensive for us, as o natlon, to legislate bene-
fits to Cuban sugar and Canadian paper-—to protect our investments in these
industries—or would it be cheaper for us, as a nation, to build up home
industries?

Take these forelgn investments to your banker and ask him how much any
sound bank would loan on them,

These are but a few of the questions to be congidered in placing the real
value on our investments abroad.

Let us now look at the other side of the Balance Sheet, ¥orelgn investments
in this conntry, nccording to an official statement issued by Secretary Wallace
on February 8, 1937, amounted to Seven Billion Dollars, his undoubtedly is
based on all figures available to the government at the present time.
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The government bases Ity figures on fnformation furnished voluntarily in
answer to questionnaires sent to all those who it thinks might have information,
Under this system, s substantisal amount of Its information must come volun-
farily from the agents of the forelgn investors, Its estimate, therefore, ig
dependent on what {nformation foreign agents wish it to have,

This is & wretched method, My experience as investigator of concealed Ger-
man property during the World War and as Alien Property Custodian from
1019 to 1921, wnply Justifies me in saying that the figures gathered in this mun-
ner cannot represent more than 75¢, of the forelgn investment here.

I, therefore, am confident. that it amounts to over Nine Billions of Dollavs,
But we have no right {o go on dolng business on this hasis,

All stadies of our International balances will he hopelessly inadequate and
incomplete, und policles hased on our present figures will he necessarily un-
sound, until a law is passed compeling the contemporancous report, under
oath, of present foreign Investments and ihereafter of every foveign transac-
tlon, contract or agreement, and until business machines make these true figures
available to onr people by the fifteenth of the ensuing month, Until that time,
we will do the best we can and ask the help of every one.

However, it i8 not merely a question of matching dollar values, Must we
not. also constder the value to the foreign nations of the power—ecoenomie and
political—wiclded over us by their foreign Investment herc? Do they not con-
trol our stock markets? Do not their agents here control our banks? How
far are Lord Rothermere and Lord Beaverbrook, in command of the price of
newsprint, able to control the trend of popular opinion by the threat to our
press of a veturn to $120 a ton for newsprint? What is the value of the power
of control over our necessities—rubber, tin, coffee, tea, nickel, and manganese?
What is the value of the power of England over the goid supply of the world?
What was the power of the German control over us, exercised by her invest-
mengs here, on the chemical, drug, and dye industries from which, happily,
after twenty yeurs’ effort, we are now free?

What Amerlean would not gladly exchange the Eight Billion Kight Hundred
Million Dollars thut we Lave seattered all over the world, subject to the legisla-
tive whims—not of one government—but of all the governments of the world,
sabjeet, eternally to revolution, dietatorships, wars, pational anbmosities, spe-
cial taxation, manipulated currencies, ete, for the Nine Billions of foreign
investments in Ameriea?

Are we not, in truth and iu fact, a8 debtor nation?

Respeetfully submittied.

Tue CHEMICAY, Forxpartion, INc,
By Fraxcis P. Ganvan,
President.

EXiumrr A-—AN ESTIMATE OF AMFRICAN LONG-TERM INVESTMENTS ABROAD A8 AT
DrceMBER 31, 19336

Foreign government and government-guaranteed bouds, after '
estimated vepatrintions—at market Values coweoe .. S $2, 2.4, 850, 000
Foreign  corporations—xstocks and houds—pib-
liely owned:
Stocks—at market Valt oo oo $1, 477, 343, 000
Bonds—at murket values_... ——— 676, 482, 000

) - 2, 153, 825, 000
American corvporations, all or substantinlly all of whose assets
and activities are abroad. Securities issued and eutstanding

priced at market - 1, 380, 249, 000
Investments of Ameriean corporations abroad, through wholly-

owned or majority-owned-and-controlled foreign subsidiaries.

Book values as at December 31, 1935 (see note 1) cove v 3, 053, 722, 000

Total Value of American Long-Term Investments Abroad at
December 81, 1936..... 8, 812, 646, 000

Nore 1.—As stated above, no mar tet values were obtainable for fuvestments in
the amount of $3,068,722,000. Boox values as of December 31, 1985, are used,

Due to lack of information no estimate is made of any appreciation or depre-
elation in their value for the year 1936. It is believed that new investments
and reinvested net earnings swbstantially offset sales. Ly

f
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Pasney & ('oNROY,
New York, February 5, 1937,
Mr., Francis P, GAnvAN,
President, The Chemical Foundation, Ine,
654 Madison Avenue,, New York, N. Y.

Sir: Pursuant to your requiest we have made an investigation and study of
American Long Term Investinents Abroad and in connection therewith submit
the following :

Iixhibit A: An Estimate of Amervican Long Term Investments Abroad as at
December 31, 1986,

Exhibit B: An Fstimate of American Long Term Investments Abroad as at
December 81, 1035, with nine schedules.

Exhibit ¢: An Ksthmate of American Long Term Investments Abrond as at
December 81, 1985, distributed geographically. .

The estimates submitted herewith have been prepared by us from data ac-
cumulated from sources set forth below, and the method and valuations used
are stated hereinunder.

HOURCES OF DATA

Iu the preparation of the statistics furnished herewith there, was complled a
record of all known corporationy and indlviduais that may have had foreign
interests at one time or another, This Hat was obtained by combing all known
sources of data and the data so accumulated were brought up to date by refer-
ence to the latest published records. There it submitted below n purtlul Ust of
publications examined. In addition, considerable information was obtained
through conversations with and inquiries made of corporation officials, trade
associations, bankers, brokers, and organizations having specinl knowledge re-
garding some particular industry or company engaged in foreign operations,

Holdings of individuals or close corporations, not otherwise obtuinuble, have
been provided for by omission estimates. The portfolios of Ameriean invent-
ment trusts and other financinl instltutions were scrutinized and any foreign
holdings not already provided for were extracted and inserted in their proper
industrial location,

SOURCES OF DATA
Moody’s Manuals.’
Poor’s Manuals'
Corporation reports to stockholders.!
Registration statements filed with the various stock exchangeg under the

Securitles and Exchange Commission regulations?

American Underwriting of Foreign Securitles—U. 8. Dept. of Commerce,?
American Direct Investments in Foreign Countries—U. 8. Dept. of Commeree,?
Balance of International Payments~U. 8, Dept. of Commerce?
Canadian-American Industry—Marshall, Southurd & Taylor.
Dominfon Bureau of Statistics,!

Survey of Corporate Securities—Financial Post.!

Commercial and Financlal Chron.cle

The Economist—London.*

Yearbook—American Bureau of Metal Statisties.!

Foreign Policy Assn'

World Petroleum Directnry.‘

The Petroleum Reglster.!

Manual of Sugar Companfes—Farr & Co,

Foreign Dollar Bounds-—-White, Weld & Co?

Foreign Dollar Bonds—Iselin & Co.!

N. R. A, reports.

Report of the Superintendent of Insurance—Dominion of Canada.!
Copper—National Industrlal Conference Board.

Ontario Bureau of Mines.!

thppine Government Bonds—C. J. Devine & (o,

Kortune,!

Federal Reserve Bulletins.!

Federnl Trade Commission Reports.’

Various U. 8. Senate documents,

Miscellaneous financial magazines,

Various newspaper reports,

Miscellaneous publications of the U. 8. Dept. of Commerce,

1 Various reports of various years,
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METHOD OF VALUATION

It appears to us that an accurate appratsal of our forelgn investments should
be based wherever possible on market values; that an estimate hased on par
values or acquisition costs conveys a misleading impression and is not repre-
gentative of true value, It s obvious that any estimate which valued Jm-
perial Russian Government bonds or Mexican National Railway bonds at their
orlginal cost to us would be mislending, rue, estimates mude In the past
have provided for certain inaceuracies, such as these, resulting from the use of
book values but many other overstatements have gone on without adjustment,
The fact thut we are considering here investments of the entire nation does not
change the baxie truth, that a true stutement must be based, wherever possible,
on market values.

Esthnates of our forefgn Investments, in the past, have heen divided hetween
those classifled “Portfolio” and “Direct.” 'The line of demareation is very
fine and serves no practical purpose. As the Dlepartment of Commerce observed
In its 1929 survey:

““Divect investments' and ‘portfolio Investments’ overlap.  American cor-
porations often finauce thefr Airect Investments by the public sale of securitien.”

The division made here disregards the classifieations “Portfolio” and “Dirveet”
used by the Department of Commerce, and more closely follows the divistons
uved by Sir Robert Kindersley in his survey of Britlsh “overseas™ investments,

AOCUMULATION AND PREBENTATION OF DATA

The entire fleld was divided into the eight most signitieant and related types
of industrial activity. This grouping is very simbar to that used in estimates
prepared by the Department of Commerce. A departure, however, has bheen
made in the cuse of holdings of foreign corporation bonds which nre ineluded,
in the statements submitted herewith, in the proper industrizl classification, and
not with forefgn government bond issues, usually termed “portfolio.”

After completing the industrinl alloeations, the investments were then divided
into four distinet clussifications

1. Amervican holdings of the bonds of foreign goveruments, thetr political
subdivisions, and government-guaranteed lssues,

2. Foreign corporations, publicly owned. in which Amerieans (individaals or
corporations) have an interest. Such interest includes stock and bond owner-
ship cither of a minority or majority character,

8. Ai\mori(-nn corporations, all or substantially all of whoese nssets and activitles
are abroad, .

4, Investments abroad of Ameriean corporations through wholly owned or
{51%) controlled forelgn subsidinries,

No deduction has been made for foreign holdings of securitios of American
corporations, all or substantinlly all of whose assets are abrond, as foreign
holdings of these securities are customarily coustdered as toreign litvestments in
American securities,

We comment on the items comprised by Exhibits “A” and “I" and supporting
schedules as follows:

AN ESTIMATE OF AMERICAN !Dl‘fg;l‘z*illhl INVESTMENITS ARBOAD

The basie datn accumulated in this study wore as of Docember 31, 1955,
Detailed tuformatién as of the end of 1936 particularly with respeet to invest-
ments by Americun corporations in foreign subsidiaries will not be available fov
some months. :

As get forth on Exhibit “A” submitted herewith, the value of our long-te>m
investments abrond at December 81, 1086, was estimated at $8,813,000,000. Of
this total, $5,750,000,000 represents market values. It is pointed out here
that the principnl market for the great majority of our foreign Investments
is fn this country, and, therefore, us to most of these gecurities, market values
represent values placed on these securities by Amerleans—not forelgners. 'The
romainder—§8,054,000,000--represents book values of lnvestments in compunien
whose securities arve closely owned and for which no market guotations were
availpble, These hook values are ag of December 31, 1935, as sutficlent datn ave
not avallable to compile an estimate of book values at December 31, 193¢, From
such information as i8 at hand, however, we believe that no substantinl change
has ocourred thereln during the year 1036, Cee :
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Durlng the year 1036 market values of {hose investments abroad for which
murket prices were obtainuble jnereased in the substantial amount of $780,-
0,000, Net receipts from further Hquidation of our holdings of foreign gov-
ernment and government-gunranteed bonds and foreign corporation stocks und
bonds resulted in an inflow of funds estimuted at $196,000,000, resulting in all
in a net incrense durlng the year 1936 in the value of those investments abroad
for which market vilues were obtainable in the mmount of $58-L000,000,

Theve s set forth on Kxhibit “BB” a statement of the value of our long-term
fnvestments abrvoad at December 31, 1035, which at that date were placed at
$8.228,000.000, The Departuent of Commerce in its Bulletin *“T'he Balanee of
Tuternational Payments of the United States in 1935”7 estimatted onr [nvestments
abrond at December 31, 1985, at $12,630,000,000, The disgerepancy between the
fwo estimates is principally due to the following:

Market Values used by us ns substitution for Book Values....... ~ $2, 285, 000, 00U
Difference in estimate of PPar Values of “Porttolio” Investments

outstanding, and the amount thereof in Amerlean hands after

deducting estimate of repurchases by foreigners... ... K47, 000, €00
Difference in Book Value of “Direct” in\'oknnonm pr lmnmllv

due to operating losses, write-downs through reovganizations,

bankrupteles, ete,, duving depresston ;) ulso difference due to

decline in Market Values of forefgn qto(‘ks. discussed here-
AT TR ¢ e e e o e e e e st e+ e e s e 1, 267, 000, 000

OUIT e et e e v e e e 4, 402, 000, (00

The Department of Commerce estimated “Portfollo Investments” outstand-
ing at par vaiue of $5,805,000,000 hefore repurchases, and at $4,795,000,000 atter
repurehases,  The comparable figures entering into our study, s far as we can
ascertaln from dutn published, are $5,770,000,000 before vepurchases and $3,-
048,000,000 after repurchases,  In a study “America’s Kxperience as o Creditor
Nation” hy Messes, Madden, Nadler amd Sauvain, they estimated American
holdings of foreign dollar Inmds at the end of 19’!.) (Table 39, page 193) at
$-4,120,007,000 and stated :

“Thisy compares with the Commerce Department's estimate of $4,795,000,000

for total American portfolo investments abroand.”
In our study, we have excluded, in so far as possible, thoge foreign bond invest-
ments of United States life insurance compantes held by the Recelver General of
Canada to cover the actuarial Hability of those companies to Canndian policy-
holders.  The total of such investinents approximates $400,000,000

The Department of Commeree has qualified its December 31, 1935, estimate
of “Direct” investinents abroad by stating that such estimnte “ean be considered
as only approximate until a new detailed study has been made,””  Yts Iast com-
plete reported study of direet investments was of of the end of 1029. The
huge losses in book values resulting from the many bankrupteies, reorganiza-
tions and write-downs during the depression years do not appear to have been
fully reflected in the adjusted estlmates of the Department of Commerce in
recent years. These estimates, asx will be noted from the following table,
indicate that the losses in excess of velnvested earnings, based on the 1929
survey, were $171,000,000, and, as baged on its 1030 “New Kstimate”, $351.000,000,

Dept. of Commerce 1920 estimate, adjusted to include omission

of bank capitala o o $7, 603, 000, 000
Net additional investments 1030- inclusive (Bulletin No.

K33, Table XVI) e et o o -103, 000, 000, 0600

Total investment —— - 8, 006, 000, 000

New estimate ... e e e e e e e e e 7, 835, 000, 000

D O 10 et e s o ——— 171, 000, 000

Dept. of Commerce 1980 oStIMATE o oo 7, 9606, 000, 0?)1‘)
Net additional investments 1931-1935 iuclusive (Bulletin No.

833, Table XVII) —— 220, 000, 000

Total investment S 8, 188, 000, 000

New estimate. 7, 835, 0()0. 000

Differ ' o 351, 000, 000
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Our study develops that In agricultural investments alone book values have
shrunk $100,000,000 since 1929, The reduced volume of export trade has also
brought about a subsiantinl decline in the number of sales agencies abroad.
Manufacturing plants and other industrial investments have suifered greantly
in countries with blocked exchunges., Our study has indicated that these losses,
siuce 1029, have totaled over a billion dollars. There is also to be considered
the decline in market priceg since 1929 where such basis was used by the
Department of Commerce in its 1920 survey. 1o quote from Bulletin No. 731,
puge 4 .

“Where the investment was one of partinl ownership of the stock of the for-
eign company, the market value of the holding was requested—on the assump-
tion that the murket value would, to some extent, reflect the surplus or deficit
position of the company more clearly than the par value of the stock,  Although
spme companies reported the market value as of September 1929, this value way
not accepted, because for many stocks 1t represented the highest value reached
by a very specualative market,  All such returns were changed to the murket
values a¥ of the end of December 1929, Where the stock of the foreign sub-
sldiary or corporatlon was closely held, or for some other reason not listed
on any stock exchange, it was necessury (o use {ts par valne,”

The decline in market value of our investment in Canadian Pacifie stock
(valued at market by Dept, of Commerce) since 1920 amounted to approxi-
mately $150,000,000,

There are many other factors which have tended {o reduce our foreign invest-
ments.  DBriefly, they are:

(1) The constantly diminishing percentage of American ownersbip in Cana-
dian enterprises.  International Nickel, Bell Telephone of Canada, Canadian
Pacific Railway arve some of the larger compunies involved., (See “Canadian
American Industey”, p.o 326, by Marshall, Southard & "Paylov for list of smaller
companies repatriated.)

(2) The almoest complete repurchase by Kuropeans of the “American shares™
of Kuropean corporvations of which large amounts were flonted here in the years
1926 to 1829, The most prominent instances are Belgian Nuational Railways
Ptd., Carreras, Ltd, Swedish Ball Bearing Co,, Austrian Credit Anstalt, Banca
Commerclale Italiana, Hungarian General Savings Buank, Hungarian Discount
& Exchange Bank, Mercarbank of Vienna, Morigage Bank of Colombia, Snia
Viscosa, Isotta Fraschind, Rolla Royee, Ltd, Plrelli Co. of Italy, Fiat Co,
North German Lloyd, and Holland American Line.

(3) The diminishing number of outstanding bonds held by Americans in thoge
foreign enterprises which have been considered by the Dept. of (Commerce as
“Direct” investments,

IT'8TORY OF IMRECT INVESTMENTS ABROAD DURING RECENT YEAKS AND STATUS BY
INDUSTRIAL DIVISIONS AT DECEMBER 31, 1935

There arve submitted, in the following chapters, statistienl data and observa-
tions gathered during the course of this study. 'These comments yre made by
industrial groupings, )

RATLROADS

American investments in forelgn ratlroads at December 31, 1935, are estimated
at $406,185,000 at book values, and $312568,000, substituting market values
where obtainable (see Bxhthdt “B”, Schedule 2). Only stenm milroads are
Included in this classification, Blectrie and street railways are inchuded under
“Public Utilities,” A small amount of steamship company holdings wherever
tehey can be constrned as being of the transportation type are also included.

AMERICAN CORPORATIONS, ALL OR SUBSTANTIALLY ALL OF WHOSL ABSETS ARK ABROAD

There are only a fow companies included fu this classifteation, the lavgest he-
ing International Railways of Central Ameviean, Cubn Company, Guantanamo
& Western, Philippine Raflway, and Mexican Northern Railway.

Our investment in Cuban rajlroads is conflned prineipally to the Cuba Com-
pany. The sugar plantations held by the Cuba Company, through its subsidiary

Jompania Cubana, have been excluded and have been valued in the agrienltural
sectlon of this report. The Cuba Company i¢ in reorganization, and its securi-
ties were selling at December 31, 1935, at about 26% of the book value of the

S
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company. Ity revenue iy principally derived from the sugar industry, divecdy
or indirectly, There is a Inrge forelgn interest in this company.

It is Interesting to note that with respect to certain of our rallroad invest-
ments abrond, the payment of interest and dividends on outstanding securities
held by Americans need involve no transfer problem, Xor example, the Inter-
notional Rallway of Central Amerlean recelves o large part of ity fncome from
the business of freighting bananas for the United Fruit Co,, another American-
owned and controlled enterprize. It may be possible that, if desived, pnyments
for such services could be effected in the United States ay both compnniey have
thelr head offices hero, The identical problem s presented by the Cuba Com-
pany which does a large business with Amertean sugar companies operating in
Cuba, Thiy company algo has its head office in New York,

The total ‘book - value of our investment in Ameriean-owned rallrond com-
panies operating  entirely abroad is estimated at Decewmber 31, 1035, at
$IR7, 772,000 market values at $52 416,000,

AMERICAN CORPORATIONS HAVING WHOLLY-OWNED OR (517 ) CONTROLLED FOREIGN
SUNISTDIARIER

The total value of these investments I8 estimated at $82,204,000, representing
hook values, There are no market valuations obtainable,  However, it appears
that the book values of these properties are far in excess of their actual values,

The largest Investment in this category is the Mexiean branch of the Southern
Pacifi» Rallvond, operating about 1.500 miles of trackage in Mexlco, 'This {n-
vestment has experienced the same general declineg as other American Invest-
ments iu Mexico, such aa ofl and copper.  What Ity actual value is, from an
income or Hquidating basis, I8 mevely conjecture, It 18 extremely doubtful that
this property is worth the value of approximately $35,000,000 stated on the
company's balance sheet (using the 8.0 rate of conversion, which iy the vate
uned by the parent company in consgolidating the peso accounts),

Another large Investment in this section s that of the New York Centrul
Rallrond in Canada.  Approximately 1,026 miles of road are operated in the
provinces of Quebee (90) and Ontarie (986). The largest single item included
here is that of the Canada Southern Railway Co. which has been lensed to the
Michigan Central Railrond for 999 years, dating from 1904, and now subleased
to the New York Central, The rental consists of a hond interest guarantee and
# 3% dividend rate for the common stock, which in turn is partly owned (55%)
by the New York Central Railrond. The outstanding bonds of the Canada
Southern, estimated in American hands, totaling $17,600,000, are included with
Amerienn holdings of foreign corporation honds,

Other holdlngs include those of the Great Northern Rallway, Delaware &
Hudson, Northern Pacific and the Pere Marquette Railvoad, They ave all
located in (anada,

FOREIGN CORPOKATIONS PUBLICLY OWNED IN WHICH AMVYRICANS (INDIVIDUALS OR
OCORPORMIIONS)Y HAVE AN INTEREST

The amount of these investments is estimated at December 31, 1935, as fol-
Jows: stocks, at market, $38,045,000; bonds, face value, $158077,000, market
value, $139,813,000. )

The principal holding here is our investment in Canadian Pacifie, The annual
report of the Canadinn Pacific Raflroad (1935) states that 24, of the common
stock and about one-half of 19 of the preferred is held in the United States,
Our holdings of bonds in this company are far greater in value and have been
estimated by us at $86,800,000 face value; at market value, $88,000,000. The
next largest investment is in bonds of the Canadian Southern amounting to
$17,500,000 at face value, and $19,600,000 at market., The remainder consists
mainly of holdings in Belginn National Ratlways, various French rallways,
Nerth Garman Lloyd, Canada 8. 8. Lines, and investments, some of a private
nature, in certain South American railroads,

Our investment in honds of Canadian National Raflways is ifucluded under
“Foreign Government and Government-guaranteed Issues.” These bonds are
guaranteed by the Canadinn government. .

’
PUSBLIO UTILITIES

Our total investments abroad in public utilities, at December 31, 1935, are
estimated, at book values (as shown by BExhibit “B,” Schedule 3), at $1,518,
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286,000, Investments huving a hook value of $1,375,860,000 had n market value
of $787,072,000 indicating u loss, at market, of $088,788,000. Investinents for
which murket values were not obtainable, representing investments o1 Ameriean
corporations in wholly owned or 619% owned and controlled foreign subsidtaries,
totuled $142,4:26,000, : .

Our greatest losses as measured by the difference between hook vatues and
market values have heen incurred in puble utilitles, It is fmporiunt to note
that with respect to these companies, their activities do not interrelate with our
domesti¢ economy. They neither produce here and sell abroad nor produce
abrowd and sell here. The result has been that they are particularly affected
by transfer problems.

This is borne out by the experiences of two American corporations represent-
ing a substantinl amount of our publi¢ utllity investment abrond-—the American
& Forelgn Power Corp, and International Ielephone & ‘Felegraph Co. Based
on-n comparison of book valuey with market values (adjusted for value of
asgets in the United States) our loss as to these two investinents amounted,
at December 31, 19353, to more than $400,000,000. The decline ju value of these
Investments has been due not only to loss of revenue, because of (he general
world-wide depression, but alse to varlous rvestrictions imposed on the eom-
panies by certain forelgn governments. In Chile, for example, where the
Amerlean & Forelgn Power Corp. has huge investments, the control of the
propertles has pussed into Chilean hands.  1This was done in settlement of
certain large fines imposed on the company for violation of the Chilean exchange
control laws,  In addition, two-thirds of the earningy of the property go to the
Chileun government, onehalf of which is applied to the reduction of the cost of
electricity to consumers. One of the wajor problems of the American & Foreigm
Power Corp. Is that of restricted dollar income due to exchange emburgoes and
the fluctuating and unstable currencies of the countries in which its subsidiarvies
operite,

An adverse factor arising during 1936, affecting the International Telephone
& Telegraph Co,, I8 the civil war in Spain, where the company has approxi-
mately $67,000,000 invested, Regardless of protestations of both warring
iactlons regarding the inviolability of foreign properties, there 18 no doubt
that the International Pelephone & Telegraph Co. investment fn Spain i not
worth $67,000,000 today. Current news items tell the story graphically. It
may be years hefore the Internationnl Telephone & Telegraph Co, ean show
earnings reccived in the United States from its Spanish subsidlary,  This
company also has some $14,000,000 invested in Germuny. ‘As matiers stand
today, all of our German investments are really nationalized. Germany enjoys
the beneflt of our capital investments there, but at present we receive no
return on them.

Another untortunate foreign investment is that of the Intercontinents Power
Corp, in Argentine, Brazil, and Chile. This company has been ruined by
curreacy restrietions and currency depreciation. At December 31, 1036, the
company’s securities were valueless,

AMERTCAN CORPORATIONS IIAVING WHOLLY-OWNED OR (51%) CONTRULLED FORKIGN
SUBSIDTARIE ’

Phe total book valuation of these Investments Is esthmated, at December 31,
1035, at $142,420,000, The majority of these investments are located in
Canada~-approximately $75,000,000. The largest Canadian investments are
those of the International Hydro Blectrie System, International Utilities, Cities
Service, Middle West Utilities, and Niagara Hudson IMower. In Europe, our
only sizeable investment at December 81, 1935, was the Utilitles Power & Light
in England, which was disposed of by sale during 1836. In the Far Bast, our
investmenty are found mostly in the Phillippines, in companies such ns Manila
Electrle, Islands Gas & Blectrie, and Manila Gas.

YOURIGN CORPORATIONS PUBLICLY OWNED IN WHICH AMERICANS (INDIVIDUALS OB
. - CORPONATIONS) HMAVE AN INTEREST

The total of our Investments in tids section s estimated, at market prices

December 31, 1938, at $427,202,000; $86,028,000 tn stocks, $341,264,000 in bonds

(fuce value of the bonds, $426972,000). It is Interesting to note-that our

investients in foreign controlled public utilitles have fared much better

than those foreign investments which are controlled by Americans or American

Y
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corporations. This 18 partially due to the preponderance of Canadian corpora-
tions in foreign-controlled Investments, whereas, with respect to Ameriean
corporntions operating ahroad, the investments are located principally in Latin
Ameriea and Burope.

Our largest investment in Canada fs In the Bell Telephone Co, of (anada,
Approximately 20% of the common stock of that company is owned by Ameri-
cans or Ameriean corporations,  The Amerlean Telephone & Telegraph Co. has
# one-fourth fnterest In the company. However, our holdings of Bell "Tele-
phone of Canada bonds ave even larger in value, being estimated at $31,750,000
face value, and $30,470,000 market. Holdings in other large Canadian public
utilities are found principally in the form of bonds,  Approximately $132,000,000
at face value are invested in Gatineau Power, S8aguenay Power, and Shawini-
gan Waler & Power Co., Ltd. Other Canadian enterprizes that have attracted
Ameriean fnvestors are Montreal Tramways, Montreal I, H. & 12, Couns, Power
Corporation of Canada, and Manitoba Power, Our investments in these com-
panies, and as a general rule in all Canadian public-utility compantex, have
fared about the same ag investments in similar domestie securities.  There have
been very few defaults.

Our {uvestmenty in European public-utility bonds have been unprofitable,
Thix is due to the preponderance of (erman public-utility bonds.  All German
bonds are in complete default and arve selling at nbout 20 cents on the dollar,
The ontlook s dark for any future resumption of interest, and as these bonds
have been und are being rvepatrinted in considerable amounts, the opportunity
to recover part of our loss ix very limited. Other large Buropean bond invest-
ments ave in Italy and the Scandinavian countries. They arve being serviced
In full,  Certain Itallan stock Investments, however, show a large deprecin-
tion in value and return very little in the way of dividends. The Itallan cur-
rency transfer restrictions have had a serious effect on the earnings and cash
position of the United States parent companies, notably Italian Superpower
and Interpational Power Securities,

In the Far Kast, American funds are Invested principally In corporate bonds
of the Nippon Electrie Co., Great Consolidated Electric Power, Tokyo Hleetrle,
. Toho Electric Power, Shineytsy Eleetrie Power, and Ujignwa Eleetrie Power,
Ounr investment in bonds of Talwan Blectric Power ig included under “Foreign
Government and Government-guaranteed Issues.”

With respect to public-utility investments, it would appear that the expan-
sfon of public utilitles in many countries has been too far ahewd of (he eco-
nomic development of such countrles.

AGRICULTURE (EXCLUDING RUBBER PLANTATIONH)

American investments in agriculture are confined principally to our holdings
in the fruit and sugar industry spread throughout Latin and South America,
The decline in the value of our investments in this fleld has been proportion-
ately greater than in any other feld of investment. This is especially true
of the sugar investinents in Cabs and the West Indies, Practieally all of the
companies involved huve gone through reorganizations and some have heen
permanently dissolved. ‘

At December 31, 1929, the Department of Commerce estimated all agricul-
tural investments (excluding rubber) at $831,8G0,000 which, at the end of 10373,
had shrunk to $431,059,000 book value, Even this does not present the true
pleture of the decline in guch investments for, of $265,856,000 of such book
values, the market value was only $63,469,000.  As to the remainder, the market
value was unobtainable. At December 31, 1035, our Investments in sugar com-
punies showed a decline in book value, from December 31, 1929, of approxi-
mately fifty percent (507).

It is fmportant to note that the successful operation of these companies is
predicated to a great extent on the market afforded by ourselves for foreign
products which compete with our own home-grown agricultural products, It
1s only since the recent tariff concessions, granted by the United States in the
reciprocal trade treaty with Cuba, have been In effect that the Cuban sugay
industry has staged a come-back. Tn 1934 Cuban sugar supplled 25% of
all the sugar. consumed In the United States, and Philippine sugar 18%, close
to one-half of our total sugar requirements. In 1936 approximately 2,000,000
tons of Cuban sugar were marketed In the United States out of a total produc-
tion of 2,600,000 tons. 'The bhalance is sold in other forelgn ports at a distinct
Joss, Recently the New York market for Cuban sugar was quoted at 2.85
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cents a pound before duty, agalnst less than a cent a pound in London at the
same date,  Americuns have invested probably close to three-quariers of o
billion dollars in Cuban sugar enterprises and at December 81, 1935, this
three-quarters off a billlon had shrunk to less than §$100,000,000, a loss of
over 86%. :

From the standpoint of , the Balance of International Payments of the
United States, certain observations ean be made.  Sugar exports to the United
States by companles that are American owned and controlled do not necessarily
involve transfer of the full import value to Cuba by the importer in the
Unlted States. Dollar balances built up from the sale of the sugar in the
United States need be drawn on only for payments in Cubu of operating
expenses Incurred In the conduei of the company’s business there.  Any inter-
ost or dividends paid out to Amerieans holding securities in these companies
wonld lkewise be pald out of these funds,  Therefore, these compunies are
not faced with an exchange problem when paying interest and dividends on
their securitics. This is also true of the actlvities of the frult companies.
The United Fruit imports bananus from its own plantations in Central Americn
nnd sells them in the United States, The amount of funds actually remitted
to Central America need not bear any relation to the value stated in the:
import statistics, The same siuation arises with respect to those American.
companies which have sugar properties in Cuba, which properties merely aet
as feeders of raw materials needed in the munufucture of thelr preducts in
the United States.

Included among our agricultural investments abroad are certain Canadian
sugar corporations, operating in Cuba, in which Americans appear as either
diréctors or officers.  Such investments have heen valued at the market prices
of the shares estimated to be American owned.  These investments e estl-
mated at a little over three million dollars. The investment of Borden and
other dalry companies In Canada, while their actlvities are partly manufac-
turing, have been Included as agricultural. Certain small bond holdings of
Amerfean fnvestors in Canadinn grain grower companies have been icluded.
Holdings in Philippine sugar companies (notably the Calamba Sugar Estates)
have been provided for. It s understood that a good portion of the Philip-
pine sogar industry is owned by Hnglish capital,  Certain stnll Yawalian
sugar compinies with Philippine holdings have been Incelnded, An omission
estimate for unkunown private holdings mostly in Canadiun furms has been
provided for,

Our agricullaral investments in Mexico, formerly quite extensive, and con-
sisting mostly of cattle ranches, arve rapidly dsappenring. Under the new
Mexican agrarian program, all foreign agricultural properties are being con-
fiscated as rapidly as possible, and payment is beine made in Mexican bonds of
doubtful value.

Summed up, between December 31, 1919, and Decemier 31, 1035, there has
been a loss in our agricultural Investments abroad o' over $400,000,000 - in
book values and, substituting actunl market valuations wherever possible, a
total 1oss of over $G00,000,000.

RUBBER PLANTATIONS

American investments in forelgn rubber plantations are conflned to a few
companies,

At December 81, 1029, the United States Department of Commerce estimated
these investments at $50,000,000, There has been very little change since that
date, At December 31, 1933, our investment in pvbber planiations is estimated
at $40,045,000. The valuations included ¢heiein are all book figures except’
with respect to one small investment—a company operating in Mexico, The
stock of said company is selling at about 25% of its book value,

Practically all of our investments in rubber plantutions ave In British Malaya
and the Netherlands East Indles.  As stated above, there 1s a small Mexlean
enterprise, now practically out of operation. Another plantation is in Liberia,
Africa, the development of the Firestone Tire & Rubber Co. The Ford Motor
Co. has an experimental station for rubber on the Amazon river. No estimute
has been made for such development at December 31, 1935, as no data with
respect thereto were available. The Goodyear Tire & Rubber Co. started rub-
Ler experiments in Panama in August, 1035, having acquired 8,000 acres for
that purpose. .
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Investments in rubber plantationg by the large Americnn tire manufacturers
were fnstituted with a view to providing them with a source of raw material
and to free them from dependence on foreign-controlled rubber cartels. How-
ever, less than 109 of our entire crude rubber imports are produced by Ameri-
can-owned or controtled companies,  In 1935, 1,045,000,000 pounds of rubber
were imported at a value of $119,08L000, We are stlll mainly dependent on
forelgners Yor our rubber, The vecent development of gynthetic rubber in the
Unlited States inay some day free us from such dependence, as hag happened
In the case of nitrates.

With respeet to lmports of rubber produced by subsidiaries of Ameriean cor-
porations, the same situation existy with respect to declared hmport value and
transfer of fundy ag that discussed in the previous chapter with vegard to
sugar. The import value does nolt necessurlly represent the amount pald,
To quote from Poor’'s 1936 volume, page 1344, detalling the bookkeeping opera-
tions of the U, 8. Rubber Plantations, Inc.:

“Rubber veceived from the plantatlons I8 taken into accoumt by the U, 8,
Rubber Co, at current market prices and the plantation companies are cred-
ited in open account, Phe p!«mtut!mr compunies draw againgt this open aceount
for current cash requirements.”  [Itales ours,|

PAPER AND PULP

Our forelgn investments in the paper and pulp Industry have been centered
almost entirely in Canada and have largely been actuated by the necessity
of supplying as cheaply as possible the tremendous demand for this product
in the United States, The growth of the paper and pulp industry in Canada
has been in line with the decline of our own forests and our Increasing de-
mand for pulp and paper. The prohibitlon on exports of pulpwood from ¢rown
Innds hastened the erection of paper miils in Canada, The predominating
impulse throughout hus been the need of a new source of supply to offset
the increasing cost of paper from our own dwindling forest reserves in the
north,

It ¢an be sald that the bulk of these {nvestments were made because of the
market atforded in the United States for the sale of pulp and pulpwood. The
recent development of our southern slash pine may uct as a detevrent on any
future expansion northward., In addition certain restrictions placed on Ameri-
ean paper concerns by the Canadian Government may also have an adverse
effect on any new investments in Canada,

As at December 31, 1985, our total investments in paper and pulp ave esti-
mated, using market values where obtainable, at $207,422,000, nml $314,172,000
at book values,

AMERICAN CORPORATIONS, ALL, Ot SUBSTANTIALLY ALL, OF WHOSE ASSETS ARE ABROAD

"The total value of these companies 18 estimated at $180,653,000 at book value,
wond $57,101,000 at market. The loss in value at thiy date cannot be attributed
to any adverse politieal actions. The price of pulp is the determiniug factor
in the successful operation of any pulp concern. Practically all pulp mills
in Canada and the United States have been forced Into reorgunizations or
recelverships during the past six years due to the abnormally low price for
pulp prevailing during that thme. Recent rising prices for pulp and the rising
demand due to the general economic improvement during 1986 are reflected in
the greatly increased market prices of the outstanding securities of these com-
pa]nios, which securities, durmg the year 1938, practically doubled in market
values,

AMERIOAN CORPORATION® HAVING WHOLLY-OWNED OR (h1%) CONTROLLED FOREIGN
BUBSBIDLARIES

"The total book value of these subsldiaries is estimated at $110,391,000. No
doubt, {f the actual market values of these foreign properties had been oblain-
able they wounld have reflected somewhat the same experience as those compauies
for wWhose securities market values were available. However, some of these
investments appear to hnve been made solely to provide a source of raw materinl
10 the parent companies and, therefore, were not as greatly affected by the
flnctuating price of raw pulp or paper as companies selling thelr production in
the open market. BExamples of this type of investment are the holdings of the
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New York Tihmes In the Sprace Falls I'aper & Power Co., and the Chicago Tribune
ownership of the Ontario 'aper Co., Ltd.

FOREIGN CORPORATIONS PUBLICLY OWIED IN WHICIHT AMERICANS (INDIVIDUALS OR
CORPORATIONS) HAVE AN INTHREST

The market value of American ownership of shares at December 81, 1035,
in estimated at approximately $3,156,000, and bonds at $69,972,000 face vilue,
worth $36,774,000 al market values. The large depreciation again evidenced
here has, as stated before, been due to the general economic depression influenc-
ing both the price and demand for paper and pulp.

(DI}

The United States occuples a dominant position in world petroleum ‘affalrs.
due not only to our own great petrolcum development but also to our tremendous
fnvestments in foreign oll resources und distribution ngencles, In this field we
find that comparatively few companies do most of the business, The smaller
companies engnge principally in development werk and leave the production,
refiniug, and distributionn to the large companies, Some of the smaller com-
panles do produce oil, but sell their production to the larger compunies,

AMERICAN CORPORATIONS, ALL OR SUBSTANTIALLY ALL OF WHOSH ARBETS ARE ABROAD

The book value of these investments at December 31, 1985, 18 estimated at
$120,5644,000 and their market value $51,092,000 or less than hulf. The large
decline In valuation thus reflected is due principally to a few development com.
panles, notably the Andes Petroleum, Leonard Oil Development, Carib Syndicate,
American Maracaibo Ol Pantepee Oi}, and Venezuelan Petroleum Co. Devel-
opment companies usually place an arbitrary value on thelr acreage far In
excoss of its actual vadue. There are a number of possible reasons. for such
over-valustion: stock promotion, potential value, taxes, ete, The market prices
of the securitios of theve companles provide a far more aceurate valuation than
the over-capitalized values ns shown on the compantes’ books, There is included
herein only one producing company of importance, the market value of which
company’s shares are in excess of book value. This i3 the Creole Petroleum
Corp, which is controlled by the Standard Ofl Co. (N. J.). Standard’s holdings
in this company (75%) are not included under this heading ag they are included
as part of that company’s forelgn investment. .
AMERICAN CORPORATIONS HAVING WHOLLY-OWNED OR (51%) CONTROLLED POREIGN

RUBSIDYARIES

Included herein are the holdings of the Standard Ol Co, (N. J.), our largest
forelgn investor, - While its holdings of Imperial Ofl, Ltd., Creole Petroleum,
International Petroleum, and a few others, do permit of market valuations the
majority of Standard's foreign Investments are in companies for which no
market values are obtainable. We have, therefore, used hook value in estimat-
ing foreign investments of Standard Oil (N, J.).

The recent sale of the Standard’s Argentine holdings to the government
of Argentine hecause “the government's action made it impossible to operate
on an commereial bapis,” shows clearly the unceriainties surrounding these
forelgn {nvestment, Other recent items indicating a similar trend are: (1) The
wide-spread agitation in Venezuela against forelgn oil companies, in which
sabotage and violence were employed by the agitators, The oll concerns have
reduced thelr storaged ofl supplies K0% In fear of coufiseation. Further, the
ol companies have informed theiy employvees not to bring their wives and
children to Venezuela. Amerfean companies have probably close to $200,000.000
invested in Venezueln, Only the most stringent measures by the Veneznelan
govermmnent, assisted by military measures, have prevented the loss of this
tremendous investment. What the action of any newly elected government
will be §a problematical in view of the temper of the electorate. (2) The oil
strikes in Mexico have had a serious effect on forelgn companies onerating
there. (8) The marked incrense in taxes levied on oil companies in Colombia,
(4) The action of the Japanese govermment requiring all oll companles to keep
:!xngrtl;mﬂl‘s supply of ofl on hand, forcing construction of unnecded storage
'acliities. :
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There are other oil companies with large foreign Investments,  While not
comparable to the Standard Ol Co. (N. J.) they are, nevertheless, of great
size and are spread throughout every nation of the world.  Among the lnvgest
are Soceny Vacuum, Texuas Corporation, (yulf Oll, Standard of California, Con-
solidated Oil, Union Oil of California, Atlantic Refining, Scabourd Ofl, Pure
Oil, Tidewater Associated Oil, and Continental Ofl,

The total valuatlon of this section I+ estimated—at Dbook  values—at
$986,557,0(0), X
TOREIGN CORPORATIONH PUBLICLY OWNED IN WHICH AMERICANS (INDIVIDUALS OR

CORPORATIONS) HAVE AN INTEREST

The total market value of these securitios is estimated at $112,435,000 of
which $83,644,000 is In stocks and $28.701,000 in bonds. The bond heldings
are principally in two companies, Royal Duteh and Colon Oil Corp,. The Colon
Ol company, while a domestie corporation, s a subsidiary of the Royal Duatch-
shell group (forelgn companles) and has been included as a foreign corpora-
tion.  Colon Oil is o company incorporated in the United States, owned and
operated by a foreign company, all of whose properties are in South America,
hat whose honds were sold in the United States ($10,0600,000) at par. These
bonds defaulted July 1, 1935, and. subsequentiy the La-Coroun Petroleum
Maatschappt), & member of the Royal Duteh-Shell group, offered to purchase
these debentures at 6624% flat. It {8 not clear why this American owned
issue, bonds of a Royal Duteh subsidiary, should be in default and that another
Royal Dutch subsidinry should offer to buy them at a 83¢% discount. The Colon
Oil Corp. is merely a component of the vast Royal Dutch oll empire, The bonds
of the Royal Dutch company are selling far above par, and have always been
serviced, It would appear that failure to insist on guarantee by the parent
compiny was expensive to the American investor, The date of incorporation
of the company in Delaware was June 20, 1028, the issue date of the bounds
July 1, 1028,

Among the larger of our stock holdings ip foreign corporations are the
publicly owned shares of two of the Standard Oil Co. (N, J.) foreign subsid-
iarvies, namely Imperial Oil, 1id., and International Petrolenm Co., [td.
Smaller stock holdings are those in Royal Duteh, Shell Transport & rading,
Canadian 0il Companies, Ltd., and others.

In no other fleld of activity do Amerlean companies exeveise sueh a world-
wide influence and control as in the eil industry. Exclusive of United Siotes
production, the world petroleum production in 1085 amounted to 652 894,000
barrels.  Russian production amounted to 178,000,000 barrels. OFf the remain-
der probably 35% s produced by American-controlled companies.  Combined
with our domestic production and after eliminating the production of foreign
companies operating in the United States, we find that United States capital
controls close to T0% of the world’s petroleum production. In 1935 we bad
an excess of exports, including sales of bunker oil {o foreign vessels, of some
80 million barrels of oil (ernde and refined), indicating that our large foreign
oil fuvestments are not needed to meet any domestic demand, at least not up
to the present time. Depletion of our own wells in the future may foree us
to rely more and more on our foreign oil resources, .especially those in South
America. '

It s difficult to obtain a division of our foreign oil properties between pro-
Auetion and marketing facilities. It secems definite, however, that the major
portion les in the latter categovy., I’robably over 80% of our forelzn ofl pro-
duetion comes from South America and these properties are valued at approxi-
mately $300,000,000. This would include the value of refineries, pipe lines, and
other equipment necessary to an oll producing unit. In the Far Fast and
Europe nearly all of our investments are in the distribution and marketing
divixions,

MINING

Included in this division are investments in those companies whose prineipal
operations consist of the mining and smelting of minerals in foreign countrles.
Corporations which own mining properties hut whose activitics are primarily
in manufacturing, public utility, or some other type of industry, are not in-
cluded. Snfficlent data were not available to permit a segregation of thelr
mining properties from other foreign properties.
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Investments in foreign copper mines by American copper producers have heen
held by some economists to have been for the purpose of counserving our own
copper resources and to meet existing domestic deficiency due to domestice
demand. This does not appear to be borne out by actual condition, Kor
example, in 1985 we imported 481 million pounds of copper, including approxi-
mately 27 million pounds of the refined product, and c¢xported 607 million
pounds, of which 5522 mitlon was refined.  Meanwhile, the seven largest United
Ntates copper companies operating abroad produced over one billion pounds
in- 1985, practically all, so far as is known, being reflned abroad, at the source
of supply. ‘fhe copper imports into the United States. seem to be confined to
cortain smaller companies operating in contiguous {ervitories, who do their
refinfng in the United States, This would indicate that the greater part of the
copper produced by American-owned foreign corporations iy sold divectly abrond,
and that, on balunce, we also export whatever forelgn copper we fmport.  These
figures appear to disprove the belief that the conservation of our domestic
resources, to meet our own consumption needs, has been the motive for our
large foreign copper holdings.

AMERICAN CORPORATIONS, ALL OR SUBRTANTIALLY ALL OF WIOSE ASBETS ARE ABROAD

The book values of tliene companies at December 31, 1035, amounted to $466,-
592,000 and the market value of their outstanding wecurities amounted to
$393,085,000.

The largest investment included herein is the Annconda Mining group whose
foreign subgidiaries ave the Andes Copper, (Chile Copper, Greene Cananea,
Sileslan Ameriean and some ofther smaller or inactive companies, Thelr total
hook value at the end of 1936 was approximately $300,000,000 and their market
value $240,000,000, No deduction has been made for any assets of these foreign
companies located in the United $tates ws the total involved is relatively insig-
nificant. Two-thirds of Anaconda’s copper sales are to foreign buyers. "The
copper supplying these forelgn needs comes from Anaconda’s foreign mines.

The fact that the market valuation of the above Anaconda subsidiaries is
less than the hook value, {8 due mainly to the low price of copper at December
31, 1985, The rising price of copper during 1936 hag inereased the earning
power and henee the value of these investments.  As at December 31, 1936, their
market values were far in excess of their comparable book values.

As recited in discussing our foreign oil investments, an important factor
uffecting the value of our fnvestments abrond is the attitude of foreiyn govern-
ments, In revent years there has been a {endency by foreign governments to
increase taxation on foreign-owned properties. The Chilenn and Mexican Gov-
ernments are examples of this. Anaconda’s foreign subsidiavies are located
principally in Chile and Mexico, In Mexico, a law forcing all mining com-
panies to reinvest 25% of their profits within the Republie is being glven
serlous consideration.  All such factors affect the viune of our foreign holdings
and are reflected in the current market price of the shares and bonds,

Among other companies included in this classification are the Cerro de Pasco
company, the largest silver producer in the world, IHowe Sound, Patino Mines,
South American Gold & Platinum, 8an Toy Mining, Cusi Mexicana, and N, Y.
Honduras Rosurio. The largest, Cerro de Pasco, has a market valuation con-
siderably in excegs of its book valune. This is true of practically all of the
companies, the only notable exception being the Patino Mines, This latter
compuny, t tin mining enterprise located in Bolivin, has been at o disadvantage
because of the lower operating costs of the Malayan tin producers. There is
a large foreign interest in the Patino Mines company, but, for purposes of this
study, the euntire company has been included as American owned, any foreign
interest being considered as part of “foreign investments in the United States.”
The principal prodncts of these companies are gold, silver, copper, precious
stones, and tin, A majority are located in Latin America, a few in Canada, the
balance heing seattered throughout the Far Bast and Europe. A portion of the
produets of certain of these companies is imported into the United States for
smelting and refining before resale abroad.

AMERICAN CORPORATIONS HAVING WHOLLY-OWNED OR (51%) CONTROLLED FOREIGN
BUBSIDIARIES

Among the largest United States mining corporations with foreign subsidinvies
(exclusive of the Anaconda group discnssed heretofore) are the American

1260088 T--pt, LB

t



268 EXTENDING RECIPROCAT, TRADE AGREEMUNT ACT

Smelting & Refining, United States Smelting, Kennecott Copper, Phelpy Dodge,
American Metals, St, Joseph Lead, and Vanadinm Corp, With the exception
of Amertean Metals Co., the major part of their assets and operatlons are in
ithe United States, The products of their foreign properties are to a large ex-
tent imported irto the United States and sold Lhove.  This i8 especially true of
the gold and sliver producess. The entire world production of sitver in 1936
was 208 million ounces, of which 88 million was produced In the United Htates,
Our imports in vhat year reached the huge total of H21 million ounces, A wur-
vey of all the companies inctuded in this category indicates that practically all
of thelr silver produetion was shipped to this country.

The copper production of Matanhambre (American Metaly) in Cuba ix smelted
and refined in thelr Carteret, New Jersey, plant, The Moctezuma Mine in
Mexico (Phelps Dodge), inactive due to general operating conditions in Mexico,
formerly refiued and smelted their produet in their Artzona plants,

The total investment of Ameriean companies in wholly-owned or (619%) con-
trolled foreign subsidiarioy 1y estimated, at December 31, 1935, at $100,032,000
book values,

FORBIGN CORPORATIONS PUBLICLY OWNED IN WIHICH AMERICANS (INDIVIDUAS OR
CORPORATIONS) XAVE AN INTFREST

This Ix the largest type of American mining investment abroad. The market
value of this type of holding at December 31, 1935, wax $508,000,000 of which
over B(01% was ln the International Nickel (fo. of Canadu. Bused on data ob-
tained from varlous sources of reliable information, it {8 estimated that at
December 81, 1935, 40% of the stock of the Internationa]l Nickel Co. was
American-owned. .

The great majority of our mining investments in foreign companies are in
Canada.  In many cases Americans exercise control of the foreign compnnies,
However, it does not always follow that control of the directorute means actual
majority ownership of the outstanding shares. Ameriean bankers have often
insisted on control of a company in order to safeguard thelr interests.  Amer-
lean cltizens hold the majority of outstanding securities of companies such us
Dome Mines, Ltd, Hudson Bay Mining & Smelting, Buffalo Ankerite Gold
Mines, Wright-Hargreaves Mines, Ltd, Niplssing Mines, Kerr Lake Mines, Ltd,
(main office in New York), and many smaller companies.

Some of the larger American minority holdings in Canadian mining enter-
prises are found in Hollinger Consol. Mines, Ltd.,, McIntyre Porcupine Mines,
Lake Shore Mines, Itd, and Teck Hughes, Ltd. Also included in this subdi-
vision are estimates of individual Loldingy of mining companies, which are
subsfdiaries of American corporattons. An example of this is the Premier Gold
Mining Co., Ltd.,, controlled by Ameriean Smelting & Reflning Co., and also
publicly distributed.

Outside of Canada, the chief holdings in this class of investment are in South
America, the largest being our bond holdings of Anglo Chilean Nitrate and
Lautaroe Nitrate,

Ag stated before, the portfolios of American investment tensts were studied,
wherever available, and this examination revealed a surprising Hst of South
African mining company investments not elsewhere published.

Higher prices prevailing fn 1036 for most commodities resulted in higher
market prices for outstanding :ecurities of mining companies. Where such
prices were avallable the appreciution in 1038 amounted to $368,000,000.

MANUFACTURING AND MERCHANDIBING

Included in this group are the entire foreign investments of companies whose
forelgn activities are principally manufacturing. Merchandising investments
have also been included, ag, in many instances, such investments are merely
selling agencies of domestic manufacturers. Forelgn investments of cannerles,
motion picture producers, radio corporations, ete., are included horein, It has
been found impractical, from the data available, to attempt the separation of
mining investment, woodland holdings, and agricultural property assets from
the strictly manufacturing propertiey of corporations whose main activities are
manufacturing,
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AMBERICAN CORPORATIONS HAVING WIHOLLY-OWNED OR (51%) CONTROLLED FOREION
SUBBIDLARIES

The bulk of our foreign investments in manufacturing 18 in American-owned
and controlled subsidiartes. The book value of these investments is estimated,
at December 81, 1985, at $1,239,892,000. No market values were nvallable,

In arriving at this estimate, the vecords of over a thousand manufacturing
corporations were studled. ‘I'his number refers only to parent companies, If
subsidinries were counted the resulting total woull be several times as large;
for example, some twenty of our lnrge manufacturing systems alone have over
a thousand foreign subsidiaries,

Book valuations were used exclusively as u baslg of valuation. In many
cases individunl subsidinry balance sheets were not avallable and perhaps the
wvalue us expressed In the parent company balance sheet may have been too
high or too low. Where companies were listed on d stock exchange the regis-
tratlon statements filed therewith revenled many such incorrect valuatlons and
adjustiments were made accordingly. The most frequent cause of difference was
due to the practice of certain parvent corporations not Including any surplus
accumulated abroad since purchase or formation of the subsldiary.

There are certain adverse factors affecting many of these investments which
are not refleeted {n book valuations, For example, properties domiciled in Ger-
muny have a rather doubtful value today. Some of the large investments in
Germany are those of the International Harvester, General Blectrie, General
Motors, National Cash Register, Eastman Kodak, TAbby Owens Iford, H. G,
Budd, Remington Rand, Woolworth, Addressograph Multigraph, and American
Radintor, They probably comprise over §0% of all our German manufacturing
estublishments,

Doubtful values can also be ascribed to our investments in certain other Kuro-
pean and South American countries where the governments of these countries
have practically nationalized foreign fnvestments,

FORKIGN CORPORATIONS PUBLICLY OWNED IN WHICH AMKRICANS (INDIVIDUALS OR
CORPORATIONR) HAVE AN INTEREST

Our holdings of stocks of foreign manufacturing and merchandising corpora-
tions are estimated, at December 31, 1935, at $480,671,000 market values, and
the honds of foreign corporations nt $00,455,000 market values, The bonds have
a face value of $260,312,000,

Phe Jarge investment in stocks s due principally to the holdings of Wool-
worth, Ltd,, by the I'. W. Woolworth Co, At market these shares were worth,
at Decomber 81, 1035, $228,100,977. While these holdings are in the nature of a
controlling Interest (over 51%) the shares of the Hnglish subsldiary are pub-
Hely owned and widely held both by Amerlcans and Haglishmen, This invest-
ment (’uit: market values) constitutes our greatest single forelgn corporate stock
-ownership,

Other large stock holdings ave those in Electrical & Musleal Industries, Ltd,,
Distillors Songrams, Ltd, Hiram Walker G, W,, Aluminum, Ltd,, Impeorial
Tobaceo (Canadn), Imperinl Tobacco (Ltd.), Singer, Ltd, Ford Motor, Ltd,
(England), Ford Motor of Canada, Ltd.,, Swift International (considered as
.ol Amerienn-owned), and Britlsh American Tobacco Co., Ltd, Securities
of these companies are traded on American stock exchanges and have been
publicly offered in this country.

In the bond section, we find the much discussed International Match and
Krouger & Toll holdings of American Investors as the Iargest Included, Ap-
proximately $150,000,000 was invested in these two bond issues and, at
Decomber 81, 1088, thelr market value was mi)pmxlnmtoly $22,000,030, Also
included are many German issues flonted in this country that nre now selling
at approximately 20 cents on the dollar and have been in default for n number
-of years, Canadinn and a few Itallan corporate issues constitute the larger
part of the remainder.

The market value of our holdings of stocks and honds in forelgn manu-
facturing and merchandising corporntions 1increased from approximately
-4830,000,0600 at December 31, 1088, to $700,000,000 at December 81, 1086,

d
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MISCELLANEOUS

Toncluded hevein arve all those forelgn Investments which did not fit into any
of the other flelds of industry. Banks, fire and casualty insurance compuanles,
construction companies, hotels, air transportntion, real estate companies, some
miscellaneous investment trusts whose forelgn securlties were not tdentifinble
as to Industrial allocation, and newspapers are some of the types of commereinl
enterprisos comprising the total of miscelluneous Investments abvoad, In all,
they are estimated, at December 31, 1085, at book value of $199,627,000, and
market value of $146,125,000,

AMERICAN CORPORATIONS, ALL OR SUBNTANTIALLY ALL OF WHOSH ASSETS ARE
ABROAD

These amount to approxhuately $26,48%,000 book value, nnd $11,142,000 mar-
ket value. A unumber of Cuban enterprises, principally National Hotels of
Cuba and Havana Docks, and two investment truxts whose holdings consist
principnlly of German internal mortgages, the German (redit & Investment
Corp., and the International Mortgage & Investment Corp., are included herein,

AMERICAN CORPORATIONS FLAVING WHOLLY-OWNED Ok (31%) CONTROLLED FOREIGN
NUDBSIDLARIES

The tolal book value of foreign investinents of these companles, at December
31, 1085, was estimated at $O8,682,000, no market value available, They consist
principally of the net invested eapital of the foreign branches of American banks,
notably Chase, National City, and Guuranty 'Urust, the controlling interest of
the Transamerica Corp. in the Bancen ID’Amerlea and [talia, the net interes( of
Amerfean Insurance compuanies (excluding life insurance), and other miscelln-
neous investments suaeh as the holdings of Amerlecan Iixpress, Ford Iotels, Com-
mereial Investment Trust, Commercial Credit Co,, Pan American Aleways, and
New York IHerald Tribune.,

FOREIGN  CORPORATIONS PURLICLY OWNED IN WEHICTL AMERICANS (INDIVIDUAMLS OR
CORPORATIONS) HAVE AN INTERENT

The market value of American-owned stocks at Decomber 31, 1935, was esti-
mated at $9,607,000 and bonds at approxi. ately $20,604,000. The face value of
the honds was $64,850,000. The stock holdings consist for the most part of
foreign shares held by Ameriean Investment trusts,

In the hond section are a large number of German hanks and wmlscellunecous
organizations which acconnt for the comparatively low market value, They in-
clude (German Central Bank of Agriculture, Ruhr Tousing, Commerz & Privat
Rank, Deutseh Bank, Protestant Church of Germany, Roman Catholle Welfare
Institutions, Leipzig Trade Wair, ete. They all sell nt about 20 cents on the
dollar. A number of Canadian bulldings that huve had their bonds sold in the
United States ave next in size and ave alwo selling at conslderable discounts
from their issue price. Admiral Beutty Hotel, Vancouver Georgln Hotel, Pacific
Coast Terminals, Montreal Insurance FExchiange ave a few. About ten Hun-
gavian banks and credit institutions, including the Iungarinn Discount & Jx-
change Bank, Hungarian Land & Mortgage Institution, Hungarian Itallun Land
Bank, ete, are also showing a large depreclation in market price.  Prectically
all of the institutions mentioned are in complete default ag to Interest,

FOREIGN GOVERNMENT AND GOVERNMENT-GUARANTEED RONDS

Approximately $9,000,000,000 (face amount) of foreign government and govern-
ment-guarunteed lssues were publicly offered in the United States in the yoars
19141931, Practically all bond issues floated before 1914 have been either
redeemed or refunded, or are valueless due to complete default.  Of this sum
total of $9,000,000,000 only $4,506,000,000 are still outstanding in their orviginal
form—aus dollar bonds—and of this amount, we estimate that, at December 3t,
1935, approximately $1,416,000,000 were in the hands of forelgners and $3,1%0,-
637,000 held by Americans, The market value of these bonds, still held by
Americans, at December 81, 1935, was $2,342,228,000.

The decline in total dollar bonds outstanding has been due to hoth normal
and abnormal activities, Reductions would normally occur through redemptions
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and wsinking fund aetivities, as conteacied,  These operations account for a
considerable part of the reduction,  In addition, however, many sinking funds
have taken advantage of favorable market conditions prevalling during recent
yewrs and bhave purchased in the open market, at subsiantial discounts, large
blocks of bonds which were then retired. A great many honds were thus pur-
chased during the yeary 1032 to 1935, Inclusive, a perlod of wholesale defaunlts
and low market prices.  We find here the curious anomaly of debtors pleading
laek of dollar exchange as the reason for thelr interest default, but at the same
time using thelr dollar balunces to repurchase these same defnuited bonds at
bargain prices. During the four years 1982 to 1985 approximately $ 2,000,000
(fnce value) of forelgn dollnr bonds were presented for cancellntion,  These
bonds were probably bought at prices avernging less than half of their face value
and represented losses of hundreds of millious of dollars to Amerlean investors,
Another item tending to lessen the outstanding amount of dollar honds has
been the practice of converting dollar honds into internal currency Issues, This
is done where sizeable amounts of dollar bonds have been repatvinted by
forelgners (Individunis ov governments), These bonds are not presented for
cuncellntion to the Unlted States trustees of the dollar bond issues, but held
by the foreign governments as collaternl againgt the internnl curreney hondy
issued.  This practice results in o distorted figure of outstanding dolay bouds
and we have deducted such {tems from the outstanding amount whoerever the
information was obtainable,  Examples of this type of operation ave:

Outstand- | Copverted | Actunlly
Ing 12/31/36 into outstand«
per trugtees’]  internnl ine at
bhooks loany 12131438
Viennun 68/1952. . oo uinenan. oo [$24, 038, 500 1821, 774, 500 | $2, 261, KO
Lower Austrin 734/100 we| 1,878,500 | 1,131,500 447,000
Styria 7s/1940. . 2,731,500 | 2,602, 500 120,00
Uraz R/1054... . . 2, 144,700 { 1,620,000 524,700
‘Tyrol Hydro Electrie 714/1065. 2, 503, 000 255, (00 2, 248, 0C0
Tyrol Hydro Electric 78/1952. .. ranea 2,241,000 256, W0 1, 986, 0C0
MOl et e e ramenenaraeets nmnaaan eeen| 86,204,200 | 27,039,500 | 7, 504,70

In other wordy, on these six issues alone the outstanding amounts of bonds
us shown by trustees hooks are overstated to the mmount of $27,630.500, We
have deducted all such holdings from the amount of Dollur Bonds outstanding
In arciving at our figure of $4,596.000,000.

As gtated hevetofore, we estimate that, at Decomber 31, 1945, the face
amount of foreign bonds outstanding held by Americans amounted to $3,180,
G37,000 and the amount held by foreigners, $1,415,000,000. The Department of
Comnierce estimated forelgn holdings of “Portfolo” investments (includes for-
efgn corporation fssues publicly offerad In the United States) at $1,100,000.000,
As explained earlier in this report, we helleve that part of the difference in the
two estimates les in the fact that we have execluded from American holdings
Canndlan investments of Ameriean Hfe insurance companies held by the Cana-
Aian govermuent as collateral against uctunvial Hahility of those companies (o
Canadian policyholders,

In the course of our research we have found various interesting examples of
repatrintions.  Many of these operations were of necessity conducied under a
clonk of seerecy and to Uft this vell and let in the lght I8, In most onses,
estremely difficult.  Many times 1t I8 only after the redemption or refunding
of an fssue takes place that the small Amerfenn holdings are disclosed. "This
fs illustrated In the case of Province of Upper Austrin bonds—78/1845 and
634/1957 called for redemption in December 1935, At thme of vedemption there
were $10,149,000 honds outstanding, tnut as wag disclosed to us, all but approxi-
mately $400,000 bonds were held by the fssuer,  In thelr Balance of Internationnl
Payments, 1935, the U, 8 Dept. of Commeree included as “Bond redemption
payments recelved” the sum of $3,120,000 as paid by Austrin, This nutueally
hay resulted in an overstatement of “receipts from boud redempdons” for 1985,
aud, following through, will effect n distortion of other Htems in the Balance of
International Payments compilation, These two bond issnes were originally
fssued here in 1920 and 1927,

While repatrintions and repurchases have tuken place in all foreign govern-
ment bonds, it should be pointed out that some of these operations wpre entirely
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legitimate and within the bounds of international financial honesty. The decid-
ing factor, of course, is the status of the interest payments when such purchases
are made. If the interest is being serviced in full and all covenants of the
bond indenture are being met, a foreign debtor is clearly entitled to pick upe
any bargeing cxisting in his own obligations, Financlal panics in creditor
countries (especially in the United 8States) can be and have been used by foreign
nations and their citizens to pick up thelr own external bonds at bargain prices,
Japan, Australia, France, Holland, Canada, Belglum, and Sweden have con-
siderably and profitably lightened thelr external debt payments to the United
States through the medium of repurchases during times of financlal stress in
the United States. In contrast to Xngland, where foreign lending is practiced
more sclentifically, our foreign loans are bought hy the investing public in small
amounts, the average purchase being around $3,000. When finaneial stringer-
¢ies oceur, such as happened in 1929 to 1935, many holders are forced to sell
and others, not having the knowledge and experience necessary to evaluate
correctly the worth of their foreign bond holdings, are eastly trightened and
throw them overboard at sacrifice prices, The situation in England differs con-
siderably from- ours. Foreign loans are usually held in large blocks by the
various banks, fnvestment houses and trusts, who are better equipped to hold
on to the bonds and to deal collectively with defaulting foreign governments.
An institation known as the “Council of Foreign Bondholders” deals with all
sitvations of this kind. Foreign debtors canvot default and then buy up their
defaulted bends at bargain prices. The bonds arve simply not for sale,

Another factor tending to reduce the amount of foreign bonds in Amevican.
handy is the purchuse by nationals of a third nation of foreign bonds held by
United States citizens, During,the years 1930, 1831, 1032 large quantities of”
Argentine dollur bonds were purchased by English investors, at very low prices,
1t is generally estimated that 50¢ of our Argentine doliar bond holdings were-
80 acquired by the Bnglish,

In summary, out of a total of $9,000,600,000 of foreign government and gov-~
ernment-guaranteed bonds issued and sold to American investors, we now hold
bonds, at face value, of $3,180,637,000 market value of §$2,342,228 000. The
amount of dollars received by American investors for the $6,000,000,000 (ap-
proximate) of bonds surrendered and the amount of loss sustained upon their
surrender are unknown. No estimate with respect thereto has ever heen made
by the government.

GEOGRAPHICAL DIVIBION OF FOREIGN INVESTMENTS

The division of investments by territory as set forth on Exhibit “C” can only”
he considered as approximate. American citizens have Investments in Canadian,.
English, and other foreign corporations whose activities are worldwide. 1] )u»
location of these investments has been determined by the country in which
incorporated. American companies, while furnishing data as to ithe total
amount invested abroad and the foreign countries in which they operate, seldom
divide their investment by countries,

The following is a condensed summary of investments divided geographically

Investments by territories at Dee, 31, 1935

Percentage:
Amount of total
Canado and NOWIOUDAIANU - eeniimani et amaaes $3, 043, 252, 000 P 4
PR 2,017, 229, 000
Latin Amerion. ..o o onmmmne. .| 2,148, 201, 000
Africa, Asia, and Oceania.... . 1, 021 (‘00 000
QAN en s e e e ecmmme ceeeemeenome e n et eime e mane T, 228, 242, 000 |-

Following 18 & comparison of our long-term debtor-creditor position at Decem-
ber 81, 1985, by geographical division, subject to the above gualification and the
qualification stated by the Department of Corumerce with respect to its division,
to wit:

“It is important to note that the geographical distribution of foreign holdings
of United States fnyestments . . , does not necessarily reflect the trae ultimate
ownership.” i .
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Foreign long-

Our long-term | term invesi-
Investments ments in
abroad as at | United States !
Dec. 31, 1935 | as utlaesu, 31,

$3,043,252,000 |  $1,000, 000, 000
2,017, 226,000 | 3,491, 000,000
2, 146, 201, 000 43, 000, 000
1, 021, 600, 000 495, 000, 000

8, 228, 282, 000 &, 035, 000, 000

Canada and Newfoundland

t Department of Commercs estimate.

As set forth above, at December 31, 1935, we were a debtor with urope
on long-terin exclusive of war debts, in the amount of $1,474,000,000. This
debtor pesition has  been inereaged during the past year. Report of the
Treasury Department reveals purchases by Kuropeans of foreign and Ameri-
can securities between December 31, 1085, and September 30, 1936, iv ¢he
amount of $356,000,000. Further, apprecintion in market value of Kuropean
investh.ents in American securities exceeded thie appreciation tn market values
of our investments in Kurope. This net gain to Kurepe, at September 39, 1936,
we estimated at approximately $200,000,000, leaving our net long-term debtor
position with KBurope, at September 30, 103G, at approximately two billion
dollars—exclusive of war debts,

© PROBLEM OF TRANSFER OF EARNINGS AND EFFECT OF AMERICAN INVESTMENTS ABROAD

ON IMPORT AND EXPORT STATINTICS

Tt is interesting to observe the amount of our investments abroad as to
which we need have no transfer difficwities in the payments to security bolders
of interest and dividends, due to the fact that these companles accumulate
dollar balances in the Unfted States through the sale of their products im-
ported into this country. The total of such investments are estimated at ap-
proximately three billion dollars, representing principally investments in cer-
tain mining, oil, agricultural, paper and pulp, and rubber companies.

Of all our foreign investments, it would appear that there arve only two
groups, as a whole, which do not tie in with our domestic economy—our in-
vestment in bhonds of foreign governmwents and our public utility investments,
Our greatest losses have been in securities of there groups—in enterprises which
do not serve either as feeders of imports or outlets for exports,

Where American corporations producing abroad sell part or all of their
products in this country, their outstanding securities can be gerviced out of
dollar halances created here through sale of goods. With respect to our rail-
road investments abroad, those rondx running through Caunada, Mexico, Central
America, and Cuba handle freight shipped by American corporations, pay-
ment for which, except wheve forelgn legislation forbids, could be made in the
United States, and outstanding securities serviced out of those dollar balances,

There hox been set forth heretofore the extent of the dependence of our sugar
fnvestments in Cuba on the market for Cuban sugar in this country. 'The same
is true of paper and pulp and rubber investments. Other investments—in oil
and mining—enter into our domestic affairs through import, refining and re-
export. Some of our foreign manufacturers—though proportionately few-—
sell thelr foreign manufactured product in the American market, Many of
our foreign raflroad investments are branch lines of American systems, such
investments belng made for economy of operation. Other foreizn railroad in-
vegtments are supported by Ameriean ewned companies engaged in producing
goods for the American market. Our investments in resort hotels in Cuba
and Canada depend principally on the American tourist trade.

With respect to our import statistics, it will he noted that where goods ave
exported from a foreign country to this country by an American-owned foreign
corporation, the value stated in our import statistics may not be equivalent to
the amount remitted abroad by the parent company in America, The latter
company will be gulded in its remittances abroad primarily by the require-
ments of the forelgn subsidiarles, which remittances mav be more or less than
the stated import valuation. An investigation made fn Fngland in recent years
showed, for example, that only 40% of the actual export value of rubber from -
British-owned Malayan rubber plantations was actually remitted to Malava, the
balance being retained ie London for head office expenses, taxen, and dividends,
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Likewise, conslderable of our exports are shipped to selling agencies abroad,
which, tn remitting to the home office, will deduct from the amounts actually
realized commisgions, foreign taxes, and sundry expenses, Consideration must
al<) he given to the fact that, as in domestic bustness, many sales will never
be pald Tor and eventually will be eharged off to bad debts,  Furthermore, slow
moving merchandise may be disposed of at prices considerably less than the
value at the time of export,

The reported earnings of our forelgn subsidiaries, it can readily be scen, are
subject to the accounting procedure of the parent compuny in America,  Foreign
subsidiaries preducing for (he American warket may show no profits, the parent
company in effect tuking up the profit through low cost of its imports. Stni-
Turly, selling ageneies abroad, though profitable to the paveut company in pro-
viding a sales outlet, may maintain nccounts in such & manner as to show only
selling and other expenses, the profits on sules being taken up by the parent
compnuy in ity selling price to the foreign subsidiary.

Respectfully submited. {(Signed) Poxrey Anp CoNRroy,

Certifled Public Accountunts,

OXHIBIT “BY—American long-term investments abroad as at Dee, 31, 1935

[In thousands of dollars}

Ameriean corpora- | Ameri. Forel y .
‘ gn corporations publicly
;l!‘;’r“%'m"ﬂ' "‘;ﬂ“gt can ¢or- | owned in which Americuns
whose agssts are l“l:l‘h%fﬂm (individuals or corporations)
abrond \v ;llg'"gl_! have an interest
owned or
(61%)
contr(ﬁled Bonds
{forelpn s
Baok | Market | subsidl. | Stocks--
value value “ﬁ’(‘,’Z{ value Face | Market
value valuo value

Fareign Government, Provinelal, muniel-

paland Government-guaranteed fssues. .| ......... | ... e LT TP I amaae
Railroads. . -| 187, 52,41 204 38,045 | 108,077 139, 813
Public utiliti -| 862,800 | 350,780 | 142,420 86,028 | 426,072 1,204
(3 66, 20! 3, 348 3,244 !

Agriculture, includiug rubbe:
gl]mer ond puly

uring ani R 1,239,302 | 436,671 206,312 09, 465
Miscellanoous. . .. womracmeaneaenemnnanas 26, 488 11,142 | 98,682 9,607 | 64,850 25, 694
JLACTE ) N wena-|2, 004,440 | 991,735 |3, 053, 722 (1, 149, 754 |1, 067, 232 690, 843

Foreign government,
rovinclal, munic.
pal  and  govern- Total

ment-guaranteed
issues—Bonds

Face Market Book Market

value value value ! value

Foreign Government, Provincial, municipal und Gov-

ernment-guaranteed issues 3,180,637 | 2,342,228 | 3,180,637 2,324,278
Railroads. . 468, 1 312, 668
Public utili 1, 518, 286 929, 468
Agrientture, includ 477, 647 273,371
Paper and pulp 314, 172 207,422
Ofls.... 1, 220, 240 1,150, 984

Mining. 1,106, 613 1, 091, 468
Manufacturing and merchandising. , 942, 275 1,775,418
M lscell e 199, 627 145,126

Total..... R 3,180,637 | 2, 342,228 | 10, 515, 688 8,228, 282

1 Includes foreign stocks at market values, as cost to Ameriecans {3 unobtainable. '
! Includes investments of Amertcan corporations in wholly-owned or (51%) controlled foreign subsidiaries
at hook values as no market values for these investments are obtainable. -
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SCHEDULFE 1. GOVERNMENTS
FOREIGN (JOVERNMENTS, PROVINCIAL, MUNICIPAL, AND (GOVERNMENT-GGUARANTEED 185UES
{In thousands of dollars}

Market

Face value value

Canada. 951, 062 1, 008, 784
Kurope. 841, 385 504, 218
Latin A 953,076 341, 229
Asia, Africa, a; 400, 214 397,907
Total...o..... . 3, 180,637 2,342,228
SCHEDULE 2, RAILROADS
[In thousands of dolars]

American corpora. .| Foreign corporations publicly
tions, all or suh- ’“,’:gi,'m:,‘,g‘" owned in which Americans
stantinlly all of having (individuals o1 corporations)
whose assets are wholly- have an interest
abroad uwned nr

conmﬁled " Bonds
foreign ﬁ:“";ﬁ;‘i
Book Market | subsidiaries, valuo
value value | book velue only Face | Market
only value | value
(‘nnudn 43,226 36,150 1 120, 250 115,008
Bur - 1, 8&) 18, 968 15,385
me Amer(( 183, 700 61,210 39,008 [.ceeenann. 18, 863 8,430
Asie, Africo, and Ocennia. 4, 066 L7 o ciiiaea e IS PO P BN
TOtaL. e 187,772 52,416 82,204 48,045 | 108,077 139,813

SCHEDULE 3. PUBLIC UTILITIES

8,772 3,208 75, 261 41,800 | 225,316 218, 006

124, 120 03, 161 6, 200 41,344 | 140, 342 72, 080

020, 161 | 250, 327 4, 730 2,875 3, 300 2,800

108, 708 43,083 37,26 | ... 58, 015 48,278

Totalvanua uenn PR PO 862,860 | 359, 780 142,420 86,028 | 426,972 341, 204

SCHEDULE 4. AGRICULTURE (INCLUDING RUBBER PLANTATIONS)

Cannda......
Europe... .

23,731 3,244 524 510

Latin &iverica 200, 4517|5618 141,472
Asin, Africa, ang 10,080 10, 151 38, 145
Totale i s amnman . 210, 531 46, 269 203, 348 3,244 524 510

SCHEDULE 6. PAPER AND PULP

Canada. .. ameemament 128,431 54,879 110,301 3,166 69,072 86,774
Kurope.... - RO PR PRSI N -~
Latin Americn

Asia, Africa, and Oceania - o

Te,0m2 | 36,774

L 2T IO | "130, 063 | 1030
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SCHEDULE 6 OILS
[In thousands of dollars]

Awﬁ;{ﬁ“&h"g{,‘m& Amerlean cor.| Forelgn corporations publicly

ons owned In which Atuerieany
’ﬁﬂiiﬁf{‘}}qym{‘,“u{-’é "il’f.“vﬂ’n,‘? (Individuals or corporations)
abroad wholly- have an interest

nwnod or

contnfflcd Rtocks, Bonds

Book | Market | guportt®n | niarket

value value | “hook valuo' \{)l;]l]l;;& Face Market

value value

Canadn ..o s e e 122,066 | 70,486 420 437
Burope. . 10 228, 45 6, 608 19, 075 21, 604
Latin Amerlen L8, 5 M 192, 56 850 10, 000 0. 80
Asin, Afrles, and Oceania. N FUUUI 245, 377 . ..

Mol oo e l‘JO.544 086, b57 83, 844 - 20, 495 28, 701

SCHEDULE 7. MINING

Canado S 28,088 30,421 ABL696 1 L

Burepe. . St 9,470 B 887 | e e 1,743 405

Latin Americ ceun] 421,513 | 349,470 164,622 1,710 49, 137 17, 937

Asln, Africa, and Qceantn . 5,07% 7,048 13,714 ‘m Omi .
Totad oo Leen] 465,892 | 803,035 100,032 | 440, 450

SCHEDULE 8. MANUFACTURING

) 426, 150 05, 852 30, 733 27,710
{ 408,142 | 280,204 | 235,579 71,745

Asla, Africa, and Oceanin.
N7 R 1,230,302 | 436,671 | 260,312 99, 468

1700 smru)l tlo treat seqamtel'y, included under eaption “ Ameriean corps, hay Ing wholly-owned or (51%)
lted foreign subsldlaries,

SCHEDULE 8. MISCELLANEOUS

18, 430 2,683 7,700 3, )
52,820 6, 427 57,064 Jl 704
15,832 197

Asia, Africs, and OCORNIR. .« oo vneen | aimaniancfecnnan 11, 600 300 {.

Total. 11, 142 98, 682 9, 607 64, 850 26, 694
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Exmsir “CV—-American long-term vestments abroed—distributed geographi-
I
calty—ar at Dee. 31, 1935

[In thousands of dollars]

Canada Europe Latin America
Bouk Market Book Market Book Markot
value ! value ¥ value t ‘value ‘value ! value ?
Forelgn (overnment, Pro-
vinefal, Municipal and
(G o v or nment-guarantesd
isgues. ... 901,062 | 1,008, 784 866, 385 594, 218 053, 076 341, 220
Railroads. . _ - 199, 632 108, 374 20, 463 17, 280 241, 637 08, 7117
Public utilitley 348, 167 338, 282 331,015 201, 788 637, (06 200, 832
Agrleulture, inc 27, 400 401, 023 107, 501
Paper and pulp 311, 050 [ .
Olls... ), 882 ), 3 521, 653 481, 387
Minin, 492, 930 494,413 11, 263 4, 192 636, 482 533, 748
Mannfacturing and me
dlsing....... 551, 735 548,712 | 1,022,026 869, 0oL 238, 716 238,716
Miscellaneous. 28, 908 25, 103 119, 488 84, 139 39,330 23, 983
Totade e 3,111,786 | 3,043,262 | 2,625,457 | 2,017,220 | 3,671,282 2, 146, 201
Asln, Africs, and
Ocennia Total

Book Market Book Market
valus ! value ? value ! value !

Forelgn Government, Provincial, Municipal and Gov-

ernment-guaranteed issues. . 409, 214 397,007 | 3,180,037 2,342,228

Rallroads. ... 4, 060 1,197 466, 188 312, 568
202, 048 128,600 | 1,518,280 20, 408
48, 225 , 206 477,647 273,371
) 4 2, 222 314, 172

248,177 245,177 | 1,220, 24 1, 180, 984

) 4 57,315 | 1,106,613 , (91,
128, 900 128,000 | 1,942,276 1,775,418
11,800 11, 900 100, 627 145,125

weeel 1,107,100 | 1,021,600 | 10, 515,685 8, 228, 282

! l;:;:c;amb:lm to forelgn stoeks which In all cases are valued at morket, as original cost to Amerlcans {3
unobtainable.

? Includes investments of American corporations In wholly owned or 51% contrelled foreign subsidiaries
at book values as no market values for these investments are obtainable.

“Aid slighted truth, with thy persuasive strain
Teach erving man to spurn the rage of gain;
Teach him that states of native strength possest,
Tho' very poor, may still be very blest;
That trade's proud empire hastes to swift decay,
As ovean sweeps the labour’d mole away;
While aclf dependent power can thme defy,
As vocks yesist the billows and the shy.”
~—Qoldsmith, “The Deserted Village”
Senator Kina. In your investigation did you ascertain the amount
of foreign holdings in our stocks and bonds?
Mr, Garvan. Just let me keep my mind on one side of the ledger
and then I will come to that. )
Most, of these are from sworn records, because there are lots of
places where the American citizen’s holdings are open to the Govern-
ment. One can go to the 8. E. C. on corporations, and he can go to
many sources. I would say that fully 90 percent of this detail was
gotten from official records which came from sworn testimony.
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I want to call your atention to the fact that every foreigner has
that information open to him. That is just what 1 said about your
good President as }m sat with Runciman, Runciman had this, they
wve got accountants and they can go around and get every bit. of
information that there is here and much more, becunse Runciman has
his Amorican agents, J, P, Morgan & Co., and we all know the string
of companies that they control; we all know the banking control; we
all know the control of American business, at least to the point of
getting information,  So Runciman is equipped with every-—this will
not be any surprise to him and he will not Lam‘n anything from it,

Senator Barkrey. You got all that out of the departments?

Mvr. Gagvan. Practically all. I have named my sources,

Senator Bargrey, So the Government does have it?

Mr. Garvan. If you go from one to the other and collect it.

Senator Barxrey, Well, it is here,

My, Garvan, There is a_good deal that is here, and then we went
to the 8. K. €, in New York., That was the main source, because
there we got the sworn records of corporations holding mongy abroad,

Now, when you come to the other side of the record there is nothing
of what the foreigner has got over here. I cannot go to their gov-
ernments and find out,

So I am asking the connnittee to add to the bill one statement, and
I am not reflecting on anybody in the Department of Commerce or
in any of the departments. Those men are doing the best, they can.
They are trying to do their work well, but you cannot do it without
a compulsory report,  They try to make up a statement. of the foreign
holdings heve. I think the last statement I saw wag in Mr, Lindley’s
article in the Saturday Evening Post, where he said it was $8,000,
000,000, I think Mr., Wallace stated it yesterday at $7,000,000,000.
Mr. Hull stated it at $5,000,000,000. That, again, shows the confusion
on that., We have a mwan who I assume is fair to the President,
Ernest Lindley, I do not know the man, but he has written an
article, and he wrote the Life of Roosevelt, so I assume it is fair to
quote him. I do not know whether he is prejudiced or not. I never
read anything of his until this article canwe out in the Saturday Kve-
ning Post last week.

Senator Barkpey, Which article is that?

Mur. Garvan. Eight Billion and Its Effect.

Senator Davis. Can Eight Billion Be Neutral ¢

Senator Kina. May I say, Mr. Garvan, that I presented to the Sen-
ate a couple of weeks ago a resolution challenging attention to our
holdings abroad and the influx of gold and calling for an investiga-
tion as to our holdings abroad and the influence upon our economic
and industrial life by this great infusion of gold into the United
States and whether it might contribute to an inflationary period, and
whether or not the taxes which were paid by foreign investors in the
United States were more favorable than those which were paid by
American holders of foreign securities?

My, Garvan. I will take pleasure in reading that,

Senator Vanpenpere. Did that resolution include the influx of
silver?

Senator. Kine. No; I can tell you that. Everybody knows it.

The Cuamman. How much more time wiil you want$?
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My, Garvan, T think about 2 weeks, [Laughter.] I should like
an hour or more,

Senator Barkrey. Are you going to filibuster against this bill?

The Cuamman. The committee will recess until 2 o’clock.

(Whereupon, at 12:20 p. m. a recess was taken until 2 p. m.)

AFTERNOON SESSION

The comuittee reconvened at 2 p. m. pucsuant to the recess.

Senator Kina, The committee will be in order. Mr. Holman, are
you ready ¢ Come forward, please. I may say at the outset if you
care to submit o memorandum it may be incorporated in the record.

Mr. Horman. Thank you.

STATEMENT OF CHARLES W. HOLMAN, SECRETARY OF THE
NATIONAL COOPERATIVE MILK PRODUCERS’ FEDERATION

Mr. HoLman. My name is Charles W. Holman, My office address
iz 1371 I Street, this city. T am secretary of the National Cooperative
Milk Producers’ Federation, which is a farmer-owned federation of
something like 55 marketing organizations. It represents both fluid-
milk mm?%mters and manufacturing types of organizations of coopera-
tives, which market the milk and milk products of approximately
350,000 farm fanilies who reside in about 41 States, Mr. Chairman.

Senator Kiva. How much time do you want? We have a large list
of witnesses this afternoon. That is the reason I suggested you file
a brief. ‘

Mr. HoLman. I appreciate the courtesy of the chairman, but T have
no brief. However, it will take not a great deal of time. 1 am
unable to say just how much, but T will proceed as rapidly as possible.

I am filing with the stenographer a list of member organizations
and our directors and executive committee,

('The list referred to is as follows:)

Baeecutive committce~N. P. Hull, Harry Hartke, John Brandt, George W,
Slocum, W, 8. Moscrip, W. P. Daviy, Fred I Sexauer, R, G, Mitchell,

DIRECTORS

Buiter~—G, H, Benkendoerf, Modesto, Calif.; John Brandt, Litchfield, Miun,;
Curl 8. Horn, Omuhy, Nebr, '
w]c‘hccec.u—Curl Haberlach, Tillamook, Oreg.; F. W, Huntzicker, Greenwood,

M,
Other manufacturcd dairy products—U. M. Dickey, Seattle, Wash.; Clyde
Foster, Carlisle, Iowa; W, 8. Moserip, Lake Elmo, Minn.

Fluid milk and crcam—W, P, Davis, Boston, Mass.; Harry Hartke, Coving-
ton, Ky.; G. W. Slecum, Milton, Pa,

Directors at lurge~—~B. F, Anderson, Clouncil Bluffs, Towa; W, W. Bullard,
Andover, Ohlo; John P, Case, Chicago, IIL; O. F. Dincen, Milwaukee, Wis, ;
A. I, Eungbretson, Astoria, Oreg.; C. R. George, Marion, Ind.; I, W. Heaps,
Baltimore, Md.; N. P. Hull, Lansing, Mich,; R. C. Mitchell, Southbury, Conn.;
M. R. Moomaw, Canton, Ohio; . P. Mullignn, Kansas City, Mo.; Fred H.
Sexauer, Auburn, N. Y.; B, . Stallones, Houston, Tex.; B, A. Thomas, Louis-
ville, Ky.; B. W. Tiedeman, Belleville, Il ; Frank Walker, Orange, Va.; B, H
Welty, Waynesboro, a, '
* Honorary directors for life—~John 1), Miller, Susquehanng, Pa.; Frank P.
Milits, Ward, Pa, .
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MEMBER ORGANIZATIONS

Berrien County (Mich.) Milk Producers’ Associntion, Benton Hurbor, Mich.

California Milk Producers’ Associntion, 6822 South Gramercy Pince, Los
Angeles, Calif.

Cedar Rapids Cooperative Dairvy Co,, 560 Tenth Street SW., Cedar Rapids,
Towa. .

Challenge Cream & Butter Association, 925 East 8econd Street, Los Angeles,
Calif.

Champaign County Milk Producers, 201 North Walnut Street, Champaign, 111

Connectictt Milk Producers’ Association, 130 Washington Street, Hariford,
Conn.

Consolidated Badger Cooperative, Shawano, Wis,

Consolidated Milk Producers for San Franecisco, 393 Mavket Streef, San
Francisco, Calif,

Jooperative Pure Milk Association of Cineinnati, Plum and Central Parkway,
Cineinnatt, Ohio,

Coos Bay Mutual Creamery Co., Marshfleld, Oreg.

Dairy and Poultry Cooperatives, Ine,, 313 North Carpeuter street, Chicago,

Dairymen's Cooperative Sales Associution, 451 Centuvy Building, Pittsburgh,
Pa.

Dairymen's League Cooperative Assoclation, Ine, 11 West Forty-second
Street, New York, N. Y, :

Des Moines Cooperative Dairy Marketing Association, 1935 Des Moines
Street, Des Moines, Lowa.

Dubuque Cooperative Dairy Marketing Association, Inc, 1020 Centeal Ave,,
Dubuque, lowa.

Evansville Milk Producers’ Association, Inc.,, 214 Boehue Building, Evans-
ville, Ind,

Fally Cities Cooperative Milk Producers’ Association, 220 Bourbon Stock
Yuards Building, Louisville, Ky.

Georgia Mitk Producers’ Confederation, 661 Whitehall Street SW,, Atianta, Ga.

Indiana Dairy Marketing Association, Muncie, Ind.

Inland Empire Dairy Assoclation, 1803 West Third Avenue, Spokane, Wash.

Interstate Associated Creameries, 1319 Kast Twelfth Avenue, Portland,
Oreg.

Inter-State Milk Producers’ Cooperative, Inc., 401 North Broad Street, Phila-
delphia, Pa.

Land O'Lakes Creameries, Inc., 2201 Kennedy Street NH., Minneapolis, Minn.

McLean County Milk Producers’ Assoctution, 411-413 North Center $treet,
Bloomington, L1l

Madison Milk Producers’ Cooperative Assoclation, 29 Coyne Court, Madison,
Wis,

Marylund & Virginia Milk Producers’ Associntion, 1781 Bye Ntreet NW.,
Washington, D, .

Maryland Cooperative Milk Producers, Inc, 810 Fidelity Building, Balti-
more, Md.

Miami Valley Coeperative Milk Producers’ Association, 136-188 West Maple
Street, Dayton, Ohio.

Michigan Milk Producers’ Assoclation, 406 Stephenson Building, Detroit,
Mich,

Mid-West Producers’ Creameries, Inc., 309 West Washington, Indianapolis,
Ind.
Milk Producers’ Association of 8an Diego County, 854 Eleventh Avenue, San
Diego, {alif,

MUK Producers’ Association of Summit County and vieinity, 145 Beaver
Street, Akron, Oblo,

Milwav kee Cooperative Milk Producers, 1633 North Thirteenth Street, Mil-
watkee, Wis,

Nebraska-Towa Non-Stock Cooperative Milk Association, 2506 Dodge Street,
Omaha, Nebr,

New England Milk Producers’ Asgoclation, 51 Cornhill, Boston, Masgs.

o I;Im'thwvstern (Ohlo) Cooperative Sales Co., 2221% Detroit Avenue, Toledo,.
bio.

0. K. Cooperative Milk Association, Inc.,, Oklahoma City, Okla.

Peoria Milk Producers, Inc, 208-210 East State Street, Peorla, 111,



EXTENDING RECIPROCAL TRADE AGREEMENT ACT 281

Pure Milk Associntion, 608 South Denrborn Street, Chicago, 1.

Pure Milk Producers’ Association, 863 Live Stock Exchange Building, Kansas
City, Mo. .

Pure Milk Products Cooperative, 110 1ust Main Street, Madison, Wis,,

Richmond Cooperative Milk Producers’ Association, 516 Lyrie¢ Building, Rich-
mond, Va, .

8t YJosoph, Mo., Milk Producers’ Association, Ine., 403 Ballinger Building,
St. Joseph, Mo,

* Sanitary Miltk Producers, room 600, Chamber of Cemmerce Buflding, 511
Locust Street, St. Lonis, Mo, |

Seioto Valley Cooperative Mitk Producery’ Association, 79 East State Street,
Columbus, Ohio,

Sioux City Milk Producers’ Association, Ine., 413-414 Warnock Building,
sioux City, Towa.

South Texas Producers’ Assoclation, Inc., 912 Bankers Mortgage Building,
Houston, Tex.

Stark County Milk Produeers’ Association, Inc,, (fanton, Ohfo.

Tillamook County Creamery Assoclation, Tillamook, Oreg.

Tulsn. Milk Producers’ Cooperative Associatlon, 1120 North Boston Street,
T'ulsn, Okla,

Twin City Milk Producers’ Association, 2402 University Avenue, 8St. I'aul,
Minn.

Twin Ports Cooperative Dafry Assoclation, 6128 Tower Avenue, Superior,
WVis,
United Dairymen’s Association, 635 Elliott Avenue, West Seattle, Wash,

Valley of Virginin Cooperative Milk Producers’ Associution, Harrisonburg,
Va.

Wisconsin Cheese Producers’ Federation (fooperative, Plymouth, Wis,

Mr. Hoisman. I am speaking by direction of the orgavization. The
purpose of my appearance is, first, to describe briefly the effect as it
1s now known to date of the 15 trade agreements in general; the dirvect
effect upon the dairy industry, with some slight reference to live-
stock; the suggestions which our organization would like to lay
before your conimittee for changes in the act under which we are
now operating as a policy; and finally to touch upon, let us say,
some of our fears in regard to the future of the present program.
May I ask permission at the end of my testimony, since I have no
intention of reading all of these details, to file a series of substan-
tiating tables and data with regard to the facts discussed today?

Senator Kina. You may hand them to the secretdry.

Mr. Honman., Thank you, sir,

The value of the dairy property owned by the farmers of this
country is estimated by Government officials to be between eight and
nine billion dollars. The texes paid on the dairy part of that prop-
erty is estimated at eighty to ninety million dollars, and the expendi-
tures of consumers for dairvy products about $2,600,000,000, of which
approximately halt goes as cash value of milk and its products,

ow, Mr. Chaivman, this trade-agreement program has been in effect
on some trade agreements as much as approximately 28 months and
on others as little time as 2 months. L ) .

First, I want to present to you a comparison of the situation with
regard to the only six countries on which we have comparative 12
months’ statistics. Those are the countries of Belginm, Brazil, Can-
ada, Cuba, Haiti, and Sweden. Comparing the year 1985 with 1936,
our total exports to these countries increased $79,443,000, or 15.1 per-
cent; our imports from those same countries increased $141,573,000, or
24.7 percent. A large percentage of that in.purtation, I think, is trace-
able to the importations of sugar from Cuba, which, of course, we

'
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would be opposed to, as we believe the sugar growers of this country
have a right to live, ‘

Senator Kine. The beet sugar produced plus the canesugar pro-
duced in this country only give us 25 percent of our consumption, so
we have to import,

Mr, Horman, I graut you that, just as we have to import a great
deal of oils and fats; but when they come over equalized rates of duties
and taxes the price scales for domestic producers are aided. ¢

Taking those six countries on the balance of trade in 1935, we were
in a minus position of $45,024,000. In 1936, with the treaties in opera-
tion, our minus position was $108,054,000, whereas our position on the
whole world in 1935 was a plus balance—this is purely on commodity
trade—of $2305,389,000. 1In 1436 that had been reduced to $342183,0()0*

If to that were ndded the balance of trade as between tourists who
come into this country and tourists who go into the foreign countries,
you would find that we send about half a billion dollars a year in
tourist trade and get back $100,000,000 or $120,000,000 in tourist trade
in this country.

Now, agriculture has suffered considerably, we believe, from the
rather remarkable increase in all types of imports, ivvespective as to
whether they are affected by trade agreements. Ior example, the
National Industrial Conference Board has recently issued a study
under date of December 24, 1936, comparing the situation with the
average of the years 1925 to 1929—the 5-year average. In that first
period we were even then on a minus basis of about 60.4 percent, and
that has gradually increased through the years to where, in the first
10 months of last year, our imports of agricultural products exceeded
our exports by 4543 percent. With reference to finished manu-
factures in the 5-year period, 1925-29, our exports were on a plus
basis of 137 percent, and they had increased during the first 10 months
of 1986 to a plus basis of 147 percent. To me it seems self-evident
that there are certain groups of industry which undoubtedly are profit-
ing by the trade agreements and by the general situation with regard
to export and import, whereas certain branches of agriculture” are
suffering at the present time.

We have also made a study of our trade with the 14 countries on
which there is available date and compared the import and export
position of the United States with those countries, and for the com-

arative period prior to that; in other words, for 28 months before for

Juba, 12 months before for Brazil, and so on. We find that with
regard to exports in dollar value our exports to those 14 countries
increased in that period $173,769,000, or 24.1 percent. The imports
from those same countries to us increased $296,807,000, or 39.5 percent.
An excess of imports over exports of $122,538,000.

Now, with respect to Canada, with which country we do, perhaps,
the most business of any country in the world, we have analyzed
studies made by the Department of Agriculture on the. first 10 months
of 1936. I regret that it is difficult to get late individual commodity
figures; in fact, nobody has them. The Department of Commerce is
nearly 2 years behind in its publication of import and export statistics
of commodities by countries. It has not even published as yet the
imports for consumption figures on 1935, :

Senator Kine. It seems to.me there should be no reason for that
delay, because of the multitudinous employees at the ports and custom
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officials who furnish information immediately to the Commerce
Department ; it seeins to me those ought to be current.

r. Homan. I should think so, but we have to go into their files
and get their unpublished records and use their key numbers in order
to gather this material and put it together.

Now, with regard to Canada, our exports in this comparative period
of 1935 and 1986, the first 10 months in cach year, for all commodities
increased $42,244,000. Owr imports of all commodities for that same
period incressed $67,936,000. On agricultural commodities, on which
the tariff was reduced, our exporis increased $3,981,000, and our
imports from Canada increased $7,570,000. In this particular instance
the agricultural trade just about wushed itself out, that is, the total
trade $14,831,000 exports and $14,880,000 imports on agricultural
commodities on whicﬂ the tariff was reduced. On other agricultural
commodities, those not touched by the trade agreements, our exports
to Canada increased $3,878,000, and Canada’s exports to us increased
$21,657,000.

"Of the nonagricultural commoditics, our exports to Canada in-
creased $34,435,000, and their exports to us increased $88,809,000,
Thege records would indicate that they have made gains against us
both with regard to nonagricultural products and agricultural
products.

Now, coming specifically to the dairy industry, the duties which
have been cut from the Tariff Act of 1930 are as follows:

Fresh cream was cut from 56.6 cents a gallon down to 85 cents a
gallon on cream of 45 percent butterfat content, and a quota of
1,500,000 gallons was placed on that importation.

The duty on choddar cheese, our principal domestic cheese, was cut

from 7 cents per pound, but not less than 35 percent ad valorem, to 5
cents per pound, with an ad valorem of not less than 25 percent. The
same reductions were made on Roquefort, Edam, Blue Mold, and
Gouda cheeses, With reference to §wiss and Gruyere, in the agree-
ment with Switzerland, the ad valorem duty was cut from 35 percent
to 25 percent, and a little later, in the agreement with Finland, the
specific duty was cut from 7 cents per pound down to 5 cenis per
pound. In the case of Swiss and Gruyere, because of the bigh valua:
tion on those products coming into this country, it was equivalent to’
a cut in the duty ranging from 4 to 9 cents per pound. These reduc-
tions are to be found in the agreements made with Canada, the
Netherlands, France, Finland, and Switzerland.
_ Unfortunately for us, these agreements were made at a time when
dairying had not recovered from the depression, when production of
dairy products was giving us a serious marketing problem with regard
to the disposition of surpluses and. when, due to an unfortunate com-
bination of circumstances, a policy had been adopted of production
control for other groups. ,

Senator Kina. Senator Vandenberg wiil ‘preside in my ahsence.
Of comrge, I will read the record.

Mr. Houman. The production control for other groups exercised
by the triple A, which reduced the acreages of cotton, corn, wheat, and
so forth, tended toward the production of feed products: which in
normal years would inevitably increase the supply of milk. Abnor-
mal inereases irour total production have only been prevented to date

125098—37—pt. 2—emp)

1
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by the drought of 1934, the drought of 1936, and the very wise policy
of the Congress in providing a considerable quantity of funds to be
paid to dairy farmers as indemnities for losses in connection with the
slaughter of their cattle in the programs to control bovine tuberculosis
and Bang’s disease,

But in sFim of all the production of milk, the milk supply on Jan-
uary 1 of this year was estimated by the Department of Agricalture to
be about 2 percent larger than a year ago, even though there had
been an approximate reduction of 3 percent in the total number of
milk animals; but, of course, as these diseased cows go out and the
young heifers come in, the young heifers being of better quality, the
production per cow is inevitably increased.

Tn consequence, sir, we are at, the present time, and have been since
this program has heen in effect, facing a very definite and difficult
market problem, which, in addition to these other activities, such as
disease control, has made it necessary to obtain the assistance of the
Federal Government in the purchase of surplus dairy products, such
as butter, cheese, dry milk, and so on, to go into relief cimnnels. The
real object of those purchases was to sustain to the extent that it was
possible a fairly decent price for dairy farmers. Notwithstanding
that, comnbination of circumstances and programs of domestic policy,
here comes the trade-agreement program, which tears down the only
wall of protection that we have to stabilize prices.

Senator Vanpensere. How much did the Government invest in
those varions forms of benefit payments? Do you know?

Mr. Horwan. The Government made svailable about $90,000,000
over a 9- or 3-year period, but not all of that was used; there is still
$80,000,000 of the original authorization that this present Congress
has the right to deal with. T am under the impression it would run
around $50,000,000 so far. I can furnish that for you, anyway.

Now, before I take up cheese I want to call attention to the cream
situation, not as a present menace but as a possible future menace.
There has been a good deal of ridicule in publications—some are of
Government origin—about the cream situation, The actual facts of
the case are that the reasons why the Canadian importations have not
been any greater than they have been is because this same Congress
about 6 or 7 years ago passed the Lenroot-Taber Sanitary Import
Milk and Cream Act, which set up certain average standards of

uality which have for years been accustomed to be adhered to by the
tarmers of New York State and New England and applying them to
the importations of Canadian cream. ﬁlis legislation cut them off
automatically because the character of the dairy farms in Quebee and
Ontario had not by any means approached the position where they
could furnish the quality of fresh cream that this country is accuns-
tomed to consume. Since that time the Canadians have been grad-
ually cleaning up, and last year they shipped into this country 44,063
gallons of 4i-percent crenm, of which 35,309 gallons came in in a-
period from September-tec December, indicating they are now finding
1t profitable to clean up and get ready to meet that possible market,
_The situation as to cheose fromi Canada is somewhat more serious.
1In 1935 we imported 770,000 poutids of a1l types of Canadian cheese.
"That was under the 7-cent tariff.’ Tn'1986, under thé 5-cent tariff, we
importéd 11,186,000 pounds of ‘clieese, but the tariff reduction was
apvlicable only to 10,782,000 pounds, which was the Chedder cheesd:"

C Co
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However, this 10,782,000 pounds of Cheddar cheese was equivalent to
12,115,000 pounds of Wisconsin, Michigan, or New York type cheese,
because of the fact that the Canadian standards of cheese call for a
cheese heavier in body and with less moisture in it; and the net effect
is that the duty on Canadian cheese in terms of our cheese, instead
of being b cents per pound is approximately 41 cents a pound.

Also it has been stated by some who are favoring the continuation
of the trade-agreement program that these importations of cheese
were largely seasonal, x% s a matter of fact, these importations came
in quite regularly throughout every month of the year, ranging some-
times as low as less than 200,000 pounds, but often up to a million and
a quarter pounds or more than that per month. Tt is also true that
immediute]ly after the duty became effective, the price of cheese in
this country dropped 2 eents & pound, and then dropped more than
2 cents a pound, for reasons for which T cannot acconnt. But I do not
hold the agreement responsible for more than the 2-cent drop. How-
ever in comparing the relationship of the price of cheese to the price
of butter for the 2 years, 1935 and 1936, if you bear in mind the fact
that the price of chieese at Plymouth should always be exactly one-
half the yﬂcc of 92-score butter at Chicago, you will find that in the
year 1935, taking a simple average of weekly prices, we were only
one-tenth of 1 cent per pound away from the price relationship be-
twoen cheese and butter. But in 1936, after the duty became eflec-
tive, we were 114 cents wnder the proper relationship of cheese to
butter in price.

Now, ii,llum also been said that this dip in the price of cheese durin
the spring months of the year was a seasonal dip; but the facts of
the case are that the seasonal dip in cheese does not oceur until about
the middle of May, as & rule, and runs until about the first of August,
and then prices have a tendency to go up, because cheese has to follow
the butter price,

Senator VaNpeNsera. According to your contemplation you charge
the Canadian agreement, with how much direct loss on cheese?

Mvr. HoLman. That would average between 10 cents and 12 cents
for every 100 pounds of milk produced by every farmer in the United
States whose products (lirect} go into the production of American
cheese.  There is also the indirect related effect that cheese has to
butter and other manufactured prices.

Now, the fact that I am right further may be demonstrated by
this: On the st day of January 1936, the stocks of American cheese
were 16,000,000 pounds nbove the 5-year average on that date, and
that is the way dle trade estimates whether there is a normal supply
or above normal or below normal supplies. On the 1st day of Jan-
uary 1987 the stocks of American cheese had increased to 20 million
pottnds above the 5-year average as of that date. During this time
the equivalent, of over 12 million pounds of Ameriean cheese eame in,
and if you will subtract 12,000,000 frony 20,000,000 of stocks, you will
find that if this cheese had not come in we would only be 8,000,000
pounds above the 5-year average. Our market position would have
been strengthened throughout the year, and I am confident that had
{hat cheese not come in and been manipulated the way it was manip-
ulated, our domestic prices of cheese bhecause of market demand,
would have been slightly above the relationship which cheese has to '
butter throughout ‘the entire year. : : ' ' :
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Senator King, Is that manipulated by the dairy organizations, or.
wholesalers, or distributors, or retailers, or whom?

Mr. Houman, The largest handlers of cheese in this country are
also either the divect owners or subsidiaries of the largest dairy pro-
ducts handlers in Canada. In other words, the sume companies in
Americo—we might as well name them—The National Dairy Pro-
duets Corporation, Swift, Borden—are also among the largest hand-
lers in Canada; and there are other American concerns whose names
I do not now recall. These companies, with their plants on both
sides of the line, follow a specullative practice which has existed
at Plymouth, Wis,, for years, whereby a group of buyers go into
Plymouth, as you know, Mr. Chairman, and sell a few boxes of
cheese at the price they want to buy all of the cheese that will be
offered for the next week. They rush this cheese in from Canada
and lead the farmers to believe that more cheese is coming in, just
like they did with butter; and they use this cheese to break down
for a week the price of American cheese. I am not saying the ve-
percussion of any single importation lasts for more than a week
now, because we have estubiished a system whereby the price of
-cheelfe is made every Friday and continues through the following
week.

Senator King. Would you say there is a monopoly ?

Mr. Houman. There is not a monopoly, but there is a tremendous
domination. There are four or five big companies and somewhere
among those four or five companies, you find the domination of the
dairy business of America. But no single one of those companies has
enough to be classified, probably as a monopoly. I have no notion
of what percentage is a monopoly.

Senator Kixa. Do those companies have any effect on dairy prices
in the Southern States and in Utah, Idaho, and the Pacific Coast
Statest

Mr. HouxaN. Undoubtedly these same companies have plants in
Tennessee, in Mississipri, and probably in the Carolinas, where
dairying is developing also, and, of course, on the Pacifie coast West-
ern Dairies is the largest dairy handler and Golden State is also in
that section. I think our coaperatives are perhaps the largest han-
dlers of the product in the intermountain region. .

Senator Kixag. Do they cooperate with these large companies in
.ﬁxing?the prices for their companies, or at lesst in determining
prices
! Mr. Houman. I would not like to make a statement of that kind
without being able to directly prove it by real direct evidence.

Senator Kine. Has there been any material—-

Mr, Horman, We do know that in the case of cheese, that the
buyers come up to Plymouth and spend the night in the Curtis Hotel.
The next day they go to the Board and sell a little cheese and buy
a little.  'What goes on in the bedrooms I have no knowledge; of
courge that is in the dark.

Senator Kina. You mean in the hotel

Mr. Horman. Yes.

Now, I think at this time I might offer for the record without
vending, two resolutions; one was passed by the Canadian Dairy.
Farmers Federation, November 18-20, 1936, and the other, which
consists of a two-part resolution, was passed by the Canadian Cham-
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ber of Agriculture, ndopted November 23-25, 1936. Both meetings
were held in Toronto, and both resolutions are to the effect that they
consider the Canadian treaty to be a very good thing for Canadian
farmers, and urge their government to secure additional concessions
to increase the exportation of dairy products.

Senator Kine. They may be placed in the record.

(The resolutions referred to are as follows:)

RESOLUTIONS OF THE CANADIAN CHAMBER OF AGRICULTURE ADOPTED AT It FIrsrt
ANNUAL MEETING IN ToroNTO, NOVEMBER 23~25, 1936, or AT SUBSEQUENT MEW®T-
INGS OF THE BOARD 0F DIRECTORS OR EXECUTIVE

UNITED STATES TRADE TREATY

The Caradiun Chamber of Agriculture bas noticed with pleasure the increase
in trade between Canada and the United Statex, which has taken place since
the enactment of the Canada-United States trade treaty and particularly the
marked increase in the exports of farm products, including livestock and dairy
products, and would urge upon the Dominion Government the importance of
extending the provisions of the treaty at the first opportunity with the object
of promoting a still further export of such products, and further, the Chamber
of Agriculture favors the enactinent of similar treaties with other countries, in
order that the removal of surplus farm products from the hotne markets may
be factlitated and would commend the Government upon the efforts it is making
in this direction.

EMPIRE RECIPROCAL TRADE

The Canadian Chamber of Agriculture favors the continuation of the Bmpire
Reciprocal T'rade Agrecements and urges the Canadian ‘Government. to give such
terms with respect to the importation of such British and Empire goods, as
will not displace primary agricultural products, as are calculated to develop
trade anad also facllitate the export of Canadian farm products.

" . i

{

RESOLUTION PAssed BY CANADIAN DAIRY' FARMERS’ FEDERATION AT A MEETING
Herp 1N ToronTo NovEMBER 18-20, 1936

Whereay the trade treaty entered into between the Governments of the
Dominion and the United States has proved beneficial to the dairy industry, as
shown by the greatly increased exports of cheese to the United States and the
increasing shipments of cream: Therefore be it

Resolved, That we commend the Government upon the advantages that have
accrued to the dairy farmers of Canada through its action and urge that as
soon as practicable efforts be made by the Government to secure an amendment
to the treaty that will provide for still greater exports of dairy products to that
country and that we approve of the Government's announced policy to endeavor
to secure increased exports of farm products through the securing of more
favorable irade treaties with other countries,

I would like to also offer for the record, without any material com-
ment, the comparative 11 months’ importations of the various types
of specialty cheeses which were affected by the duty. These impor-
tations show in nearly every instance some increase, with the excep-
tion of Switzerland. The failure of Switzerland to ship additional
cheese into this country as a result of the lower duty we attribute
to the fact that Switzerland has gone on a policy of self-suffi-
ciency and has directed a larger part of her milk supply to go
into butter channels than into cheese; so they did not have the cheese
to ship. Likewise I have a similar series of tables on our exports to
countries where there have been some trade concessions with regard to
dairy products. ' . o

Senator Kina, They may be received and inserted in the record.

v
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Mzr. Horman. I also would like to file some material to supplement
evidence before this committee yesterday by Mr, Mollin to the effect
+that the tariffs as respect the Canadian cattle on the St. Paul mar-
kets did have the effect of weskening the market and reducing the
price structure for the period those cattle came in.

Senator King. Is that all?

Mz, Houman. No, Mr. Chairman; I am sorry.

Senator King. That may be inserted.

(The document referred to is as follows:)

Excerers FROM DALy Livestock Rerort, UNITED STATES DEPARTMENT OF
AGRICULTURE

* St. Paul, Monday, Junuary %, 1937

Cattle receipts at most markets today showed an increase as comporved with
last Monday. Deliveries of native cuitle at the local market were aboul the
same in number but the arrival of some 70 louds ol Canadians belped swell the
volume, With supplies larger the trade was slow to open but beiter grade
offerings of practically all classes found the demand good while the movement
. for medium grade killers was inclined to drag.

Good and upper grade steers and heifers sold with fair readiness and mostly
steady, compared with lust Thursday. In between kinds which predominated
were weak, with instances 15 to 25 ceuts lower, particulurly on steers,

8t. Paul, Monduay, Jan. 11, 1937

"Cattle receipts, South St. Paul. .o -
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kuausas

City, Omaha, East St. Louis, St. Josepl, Sioux City¥) v comacmcvcacn 60, 500
Actual cattle receipts (7 markets) week ago 57, 870
Actual cattle receipts (7 markets) year ago.._ —— 063, 60D

St. Paul—Cattle receipts today showed some inerease in general, while sup-
,plies here included about 100 cars of Canadians and weatber conditions were
more favorable for trucked-in movement, Trade was less active on most
slaughter classes. Buyers resisted firmer asking prices and indicated that
orders called for some reduction in values.

8t. Paul, Thursday, Jun. 14, 1937

Cattle receipts, South St. Paul : 4, 200
Total cattle receipts for 7 markets (South St. Paul, Chicago, Kansas

. City, Omaha, East 8t. Louls, 8t. Josepl, Sloux CHtY) e ccmaes aee 21, 400
~Actual cattle receipts (7 markets) week ago 26, 182
Actual cattle receipts (7 markets) year ago 23, 322

St. Paul.—Nearly 17,600 cattle were delivered at this market for 4 days this
week, compared with 12,400 in the same time a week ago. Offerings today
carried about 60 cars of Canadian cattle with most classes rcpresented but
from the standpoint of quallty and finish, mediwm and lower grades comprised
practically everything available while weights below 1,100 pounds made up
most of the steer run. Trade was about the dullest that has been experienced
here since the holidays. Liberal numbers were still unsold around the noon
‘hour, and a fairly large carry-over was indicated at several important points.

v St. Paul, Monday, January 25, 1937

. About 50 loads of Canadians came in today, but several cars were held from
last Saturday. Trade in the main was slow.
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St. Paul, Thursday, January 28, 1937

Trade in the eattle division continued sluggish today. Supplies were slightly
in excess of last Thursday, with about 20 loads of Canadian cattle on hand,
but the bulk consisted of medium and lower-grade offerings, the majority being
of native.origin. Demand lacked life, and large interests indicated slightly
lower orders again for most all slaughter classes, Slaughter steers and year-
lings sold irrcgularly around steady with instances slightly lower, putting
medium grade kinds about 26 to 50 cents down for the current movement, with
lighter weights and yearlings showing most loss. The stock was steady to
weuk, with occastonal sales unevenly lower on butcher cows and medium
heifers and some bids as much as 25 cents off. Salesmen felt that recent price
reductions were somewhat extreme and made considerable resistance to further
decline go that moderate numbers were still in first hands when the afternoon
began.

St Paul, Monday, Vebruary 1, 1937

Trade on slaughter steers and yearlings at this market today was somewhat
erratic.  Opening sales showed strength and asking prices were generally strong
to unevenly higher, as receipts around the midwestern market circle indicated
about 14,000 less cattle than last Monday, Arrivals here approximated 8,300,
compared with 4,700 a week ago. Included were about 50 cars of Canadians,
with an additional hold-over from last week of nearly 15 cars. Dcmand turned
dull after limited purchases, and only about steady with ¥riday of last week
with some bids even weak on that basis as reports from the dressed-beef trade
carried little encouragement and the supply of steers here was relatively large,
although strictly good or choice grades were practically lacking, A large share
of the available supply was still unsold around noontime,

St. Pawl, Tuesday, February 2, 1937

Slaughter steer trade at this market today was another dull affalr, Receipts
both here and around the midwestern market circle were considerably r duced
as compared with a week ago, but demand from large local interests was narrow
with most buyers inclined to bear down whenever possible. Asking prices,
however, were frequently firmn which left a number of loads still unsold around
the noon hour, and sales were mostly about stendy compared with Monday’s
dull close.

ExceEreTs FroM DOMINION DEPARTMBNT OF AGRICULTURE'S WEEKLY LIVESTOCK
MARKET REPORT

(Published by authority of the Minister of Agriculture)
Number 1, January 7, 1937

Under the tonic effect of the reopening of the quota on cattle 700 pounds
and up and calves up to 175 pounds at the reduction in tariff on exports to the
United States, the market was very active and moved up anywhere from
20 to 75 cents per hundredweight. In the prairie Provinces, an additional
stimulation was secured through comparatively short runs, due to adverse
weather conditions in some areas,

RBecause of the comparatively high cost of grain, there is a tendency to unleoad
part of the winter cattle supply in various stages of underfinish. There is also
a very market desire to take advantage of the reduced tariff at the earliest
opportunity, possibly in the bellef that January will be the high market across
the border. There is nothing in the present sitaation to indicate any special
advantage to be guined through immediate sale, unless the stock is flnished.
Obviously, it would be poor policy to unload a lot of just warmed-up cattle,
The United States market demand is worth studying, with a view to making
the most of the quota allowance and keeping back stock which cannot secure
the full value of the market,



290 EXTENDING RECIPROCAL TRADE AGREEMENT ACT

At the present time, export trade in beef and dairy cattle is confined to the
United States market. Stimulated by the resumption of the guota and the
reduced tariff, shipments were on a Hbernl seirle and amounted to 4,684 beof
cattle, 260 datry cattle, and 1,810 calves., These compare with 2,442 beef cattle,
217 delry cattle, and 323 calves exported during the corresponding week last
year.

Number 2, Janvary 14, 1937

The feature of the market situation in Canada during the week was the
sharp upturn to exports to the United 8tates. Since the first of the year, ap-
proximately 12,000 beef cattle, 350 dairy cattle, and 2,900 calves have been
exported across the border, The movement during the past week amounted
to approximately 7,800 beef cattle, 97 dairy enttle, and 1,250 calves. The ex-
ports to date compare with 3,972 beef cattle, 554 dairy eattle, and 573 calves
during the corresponding period of 1036. Unfortunately, eattle prices in the
United States munrkets to which the bulk of the shipments were made, were
somewhat lower levels at about mid-week.

Number 3, January 21, 1937

Bxport shipments off yards were sharply curtailed, owing to the previous
week’s price slunip in the United States mnrket and a continuntion of weakness
and price recessions during the forepart of the present week,

It is pointed out that the United States markets are being overionded, and
apparently the two heavy supplies are the main cause of price recessions. When
receipts are held at moderate volume, the market is able to make a sharp
recovery. Large rung have not, as might have been expected, contained liberal
numbers of strictly finished cattle of strong weights, and it is the plain light
steers which have been taking the hardest knocks.

No. 4, Junuary 28, 1937

Excesgive receipts and the rather narrow demand brought about lower prices
at Chicago on practically all clusses and weights of steers. As a rule, prices were
down about 25 cents. Included in Monday's receipts at Chicago were five loads of
Can]s(ulian cattle, but, in addition, there were some held over from the previous
week.

No. 5, February 4, 1937

There were mo exports to the United Xingdom during the week,

Kxports to the United States during the week were made up of 2,883 beef
cattle, 178 dairy cattle, 1,333 calves, and 2,033 hogs,

Total exports to date this year amount to 26,924 beef and dairy cattle, 5,887
calves, and 11,027 hogs. During the corresponding period last year cattle exports
were 11,970 head, and calves, 1,457, This early heavy movement would seem to
bear out the statements made last fall that feeders in the western Province
intended to move their cattle to the United States market early in the new year
bccnl\;s'e of opinion that strong prices would obtain on the January and February
markets. .

Mr. Horman. Now, it has been stated before the Ways and Means
Committee, by the officials advocating the continuation of this pro-
gram, that the trade-agreement program was very effective in_ im-
proving prices and in aiding recovery. I would like to file a short
memorandum which goes to the effect that the major portion of the
.price increases that have oecurre'd in this country since 1982 have been
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due to the revaluation of the dollar, rather than to any other combi-
nation of circumnstances,

Senator King, It will be received.
. (The memorandum referred to is as follows:)

Mmubmmuuu: INCREASK IN I’n1cEs oF FarM CoMMODITIES vroM 1932 Low LrveLs
Dug LarseELy 1o Goup PoLioy .

The gold stundard wus suspended internally March § and was suspended

externally in April.  ¥rom February to November the price of gold rose 60
creent.

v During the same period prices paid to farmers for agricultural products rose

47 percent and prices of 30 basic commoditics rose 44 percent,

A tuble prepured by Drs, Warren and Rearson, of Cornell University, tuking
April 17, 1933, ay an index period of 100, which was the date on which our
Government started revaluing gold, we find that from that date to July 23, 1033,
the price of gold had been increascd in the United States by approximately 40
pereent and the index of 17 busic commodities has fncereased from 100 to 198,

Mr. Fred H, Sexauer, president of the Dairymen’s League Cooperative Asgo-
clation, Ine, of New York, and oue of the foremost students of monetary
problems in counection with agriculture, made the following stitement with
reference to our gold policy, on January 8, 1936

“The farm income increased from 5% billion dotlars in 1932 to $8,000,000,000
including beneitt payments, in 1935, Of6 this increased income, from 60 to 80
percent can be traced to the monetary poliey of revaluation which inereused with
the price of gold from $20.67 to $35. Chis can be checked by charting the price
of cotton, corn, wheat, and other basic farm products, The remainder can
be credited to the policy of the Agricultural Adjustment Administration and
to weather conditions.”

Taking My, Sexaucr’s figures of the farm income of 514 billien dollars in 1932
and adding 40 percent to the farm income to correspond to our 40 percent
increase in the price of gold, we find that the 40 percent would amount to
an increase of $2,100,000,000 in the farm income, making a total income of
$7,3560,000,000, which is only $630,000,000 less thau the total farm income,
including benefit payments, for the year 1935,

At the annual sessions of the American Imstitute of Cooperation held at
Cornell University during July 1935, Prof. G. F. Warren of Cornell University
made the following statement with reference to our gold policy and its effect
upon prices:

“The United States lowered its gold standard at a time when prices expressed
in gold were declining slowly, therefore, prices of basic commodities rose
almost in proportion to the rise in the price of gold.”

In 1932 the Department of Agriculture’s index figure on prices received
by farmers for products sold by them was 65. In 1935 the index figure on
prices received by farmers had increased to 108. 'T'his repregented an increase
of approximately 64 percent in the index level of prices received by farmers.
Assuming that 40 percent of this incrense was occasioned by the gold policy,
an increase of 24 percent in the index numbers may be attributed to the
Agticultural Adjustment Administration, weather conditions, and general im-
provement in our national income structure. .

In 1932 the index number of things that farmers buy stood at 107. 'This
had inecreased to 125 in 1935 or an increase of approximately 16 percent.
Taking the gold policy alone, therefore, we find that as a result of this polley
the farm income increased by at least 40 percent on the basis of index numbers
while the index number basis of things that farmers buy iuncreased in the
same period only 16 percent. - )

Taking the figures for the total national income of the Department of
Commerce, we find that in the year 1932, the total national income was $39,545,-
000,000, This was increased to $52,958,000,000 in 1935. ¥From these figures we
find that the total national income of the United States Increased approxi-
mately 3374 percent between 1932 and 1935, a considerable portion of which
incrensed national income must be attributed to our gold policy.

Turning to the problem of dairy farmers in which I am, of conrse, particn-
larly interested, may I point out that dairy farmers did not receive benefits
from the gold policy ns soon as producers of other commodities. During the
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summer and fall of 1033 we had approximately 70,000,000 pounds of butter in
cold storage in excess of the normal holdings of butter based on a B-year
average. With this tremendous surplus of butter on hand, butter prices did not
immediately respond to the change in the gold content of the dollar.

The program of the Agricultural Adjustment Administration in purchasing
surplus butter and distributing it in relief channels and the effect of the
drought in 1934 coupled with high feed prices has resulied in a decrease in the
cold-storage holdings of butter and butter is now in a position where it is
enjog'ing the increased price brought about by the gold policy of our Govern-
ment.

The average price of 92-score crenmery butter at Chicago during 1933 was
20,79 cents.

The avernge price for the same type of butter at Chicago during 1935 was
28.81 cents per pound, an fnerease of approximately 40 percent, the exact
amount of devaluation provided for in our present gold policy.

Going back to the index figure for commodities, we find that in 1932 the
Department of Agriculiure’s index for prices received by tarmers for dairy
products was 83, The index figure had increased in 1935 to 108, an increase
in the index figure of approximately 80 percent. On the other hand, the price
index for feeds which ave largely purchased by dairy farmers in 1932 was 69.
This had increased to 111 in 1935, an increase of approximately 60 percent.

We, therefore, find in these Department of Agriculture's index figures that,
although the index price for dairy products recelved by dairy farmers had
increased 30 percent, the price paid by dairy farmers for feeds had increased
double, or 60 percent.

In addition, dairy farmers did not get the benefit of the substantial {nerease
in the national income insofar as butter was concerned. Instead of increased
consumption of hutter which might be expected during the perfod of rising
national income, the consumption of creamery butter decreased. The con-
sumption of creamery butter in 1938 was 105,000,000 pounds under the preced-
ing year and for the year 1936 just closed, the consumption of creamery bhutter
was 63,000,000 pounds under the consumption in 1935,

I have presented these statistics to show the gentleman of the committee
during the depression period, dairy farmers did not immediately obtain the
effects of the Government’s gold policy and that even after our domestic
holdings of butter decreased to a point where the gold policy could be trans-
lated in terms of increased prices of butter, that inereased prices of feed and
a very substantial drop in the consumption of creamery butter has made it
impossible for dairy farmers to obtain the benefits of the Government's gold
policy and the Agricultural Adjustment Administration’s operations,

Nevertheless, dairy farmers, all of whose products are related in a smaller
or greater degree to the butter market, are being called upoi. oo bhear the very
heavy share of the costs of the trade-agreements program.

Mr. HomaNn. I now come, Mr. Chairman, to the suggestions vhich
our organization offers with regard to the bill itself. While the
subject matter before the committee directly is the resolution, we
feel that this problem is of such great importance that the com-
mittee, before passing upon the question of continuing the program
itself, should consider whether or not there should be some modifi-
cation of the act under which the trade-agreement policy is
administered,

Our first request is that a proviso be inserted to make mandatory
for whatever authority that deals with these agreements, to hold
open hearings, not only upon the general principle of whether an
agreement. should be negotiated but upon the specific commodities
that our Government may be negotiating with foreign countries,

As matters now stand, the procedure under which these agree-
ments are negotiated is of such a character that we have no knowl-
edge of how to defend ourselves in case we feel that our industry
may be affected. The hearing itself is perfunctory; it is con-
ducted by a committee on the receipt of information and that com-
mittee transmits the information to another committee, which is
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known as the interdepartment policy committee. When we go before
chis committee on information we have been required in the past to
present a written brief at least 7 days in advance; then having pre-
sented the brief in advance we have been shut off in response to the
question; “Are you discussing any material in your brief?” If you
say “yes” you cannot discuss anything in your brief; you can only
present to this committes material that is in addition to the written
material which you have previously submitted. This, we submit, is
contrary to all proper procedure and argument in hearings.

Senator Vanpeneera: I should think you could control that by
nol, taking any brief,

Mr, Horman. That is now our present policy, but it is of very
little help to us, because all they have given in the past has been
a list of the im&)ort and export commodity trade. You are simply
shooting in the dark; you have no knowledge whether this committee
has any particular commodity under discussion or not, and yon never
know until after the agreement has been proclaimed.  So we ask for
that change.

Secondly, we helieve that this power to tamper with the revenue-
raising part of the Government is too great a power to entrust to
a single administrative body without a better check than is now
given on it by the Congress. In consequence, our organization be-
lieves that there should be ratification in the Senate.

Senator Barkrey. That was prompted by your desire for delay
in consideration and consnmmation of the treaty?

Mr. Horman. No, Mr. Barkley; that is a policy which we have
adopted which goes back years and years. The records of this com-
niittee, the records of the Tariff Commission, and the records of the
court will show that we have always believed that the question
of tariff making was a function which should exclusively be retained
by the Congréss.

Senator Barxiry. Do you think there is any element regulating
commerce in this, aside from the taviff feature?

Mr. Horman., There is an indirect regulation there in that the

ower now given to regulate internal taxes—and I will treat that in
just a minute-—is of such a character that it may throw out of bal-
anceltl\e competitive relationship of imported products with domestic
products,
! The argument which has been chiefly advanced for Executive action
has been speed. Now, as a matter of fact, out of the 15 treaties which
were negotiated, 13 of them had to go to the parliamentary parties
of the foreign countries for ratification before they could become
effective,

Senator King. Was that not rather a good deal of formality, be-
cause, as indicated by Dr. Sayre, in those parliamentary governments,
the party in power, the prime minister and his associates are really
the treaty-making power and have the authority to indicate the
policies of the government, and therefore their approval would be
the approval of the party in power,

Mr, Homax. It often happens that there is a vote of lack of con-
fidence that changes the cabinet,

Senator Vanpensera, That is true over here now, )

Mr. HoLman. Yes. At any rate, I wish to file with the committee
a document which shows the dates on which the various treaties
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were signed and the dates on which thoy became effective, and these
dates range all of the way from 9 days to 11 months before they were
ratified by the foreign countries. So the argument of speed is Kardly
tenable under the present conditions, ’ ‘

Now, with regard to the question of ratification I find—and the in-
formation you ?nwe, Senator Barkley, does not quite coincide with
that given to us 2 or 8 weeks ago by the State Department—I find
that in the history of the United States there have been 22 reciprocal
trade agreemeonts that wero sent to the Senate for ratification. Of
these 6 were ratified, of which 3 were never put into effect. Of the
3 that wero never in effect, 1 was rejected by the other country. For
one the Congress did not pass legislation to make it workable.
And the other was so changed by Congress that the other country
would not accept it. There were only 22 treaties which have been
drawn up in the United States for which Presidential approval was
the only sanction necessary, and of those, 15 have been signed under
the terms of the present act. .

Senator Bazrkrry. Of course, under the McKinley and Dingley
Tariff Acts the President was authorized to negotiate agreements
without their having to be ratified by the Senate, and a number were
so negotiated. So, Congress has taken both sides of the question; it
can require ratification or omit it as it sces fit,

Mr, HoLman. Yes, sir.

Now, there is one provision that appears in the agreement which
we fecl should be prohibited by Congress itself. There is a provi-
sion—it really amounts to a standard sanitary convention between
this Nation and the nation with whom we sign. Because of the
application of the most-favored-nation principle, it applies to those
nations with whom we have signed the most-favored-nation type of
treaty and because of the generalization feature which is in thig law,
it applies probably to every other nation in the world,” I read from
the section, article XI, dealing with Canada:

In the event that the Government of either country adopts any measure,
which even though it does not conflict wita the terms of this agreement, is con-
sidered by the Government of the other country to have the effect of nullifying
or impairing any object of the agreement, the Government which had adopted
any such measure shall consider such representations and proposals as the other
Government may make with a view to effecting a mutually satisfactory adjust-
ment of the matter,

The Government of each country will accord sympathetic considevation to,
and when requested will afford adequate opportunity for consultation regarding
such representations as the other Govermment may make with respect to the
operation of customs regulations, quantitative restrictions, or the administration
thereof, the observance of customs formalities, and the application of sanitary
iaws and regulations for the protection of human, animal, or plant tife,

In the event that the Government of either counitry makes representatiouns
to the Government of the other country in rexpect, of the application of any
sanitary law or regulation for the protection of human, animal, or plant life,
and if thore is disagreement with respect thereto, a committee of technical
experts on which each Government will be represented shall, on the request of
either Government, be established tu consider the matter and to submit recom-
méndations to the two Governments, ' ' . '

Now, that appearing in the Canadian treaty, it has become a stand-
ardized soction, beginning with the treaty with Brazil and running
throughout the other treaties, with slight changes of phraseology, an
not quite as severe. In the case of the trade agreement. with Brazil,

'

it js article X which reads as follows: ~ .~ |
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The Government of the United States of Ameriea or the Government of the
United States of Brazil, as the case may be, will accord a sympathetie consid-
cration to such representations as the other Government may make regarding
the operation of customs regulations, the observance of customs formalities, and
the application of sanitary laws and regulations for the protection of human,
animal, or plunt life.

In the event that the Governmnent of either counfry makes representations to
the Government of the other country in respect of the application of any sani-
tary law or regulation for the protoction of human, animal, or plant life, and if
there ts disagreement with respect thereto, a committee of technical experts on
which each Government shall be represented shall, on the request of elther
Government, be established to consider the matter and to submit recommenda-
tions to the two Governments,

Whicnever practicable, each Government, hefore applying any new measures
¢f a sanitary character, will consult with the Government of the other country
with a view to Insuring that there will be as little injury to the commerce of
the latter country as may be consistent with the purpose of the proposed
measure, The provisions of this paragraph do not apply to actions affecting
individual shipments under sanitary measures already in effect or to actions
based on pure food and drug laws.

It would appear to me from this that—in case we should ask this
Congress, as we were hoping to do, to give us a sanitary un})ort law
to re’yuiry all dairy products imported to come from cattle that have
beun tested for tuberculosis—we might become involved with in-
terminable delay, perhaps extending into years, before we could
get the bill into a position where we could get anything like action in
that direction because of the fact this standard agreement is in ef-
foét in these various treaties. We have reason to believe similar
provisions may be inserted in all of the treaties that will be executed
in the future, Notwithstanding that fact, this country since 1918 has
spent $260,000,000 in cleaning up the cattle from tuberculosis and the
farmers have sustained a loss of another $100,000,000. There are only
about 200 herds at the present time in this country not under test, and
yet there is no regulation refusing importation of dairy pro&ucts
produced by tuberculin-infected cattle from coming into this country.

Senator Krne. Mr. Wallace, in his letter to Hon. O. D. Wearin
under date of February 8, 1937, it seems to me pretty well covers that
and removes the objection you ure urging. Te states:

This provision was drafted in consultation with officials of this Department.
We are convinced that it does not deprive the United States Government of the
right to take whatever action may be necessary along the line of sanitary quar-
antines or embargoes on imports of agricultural products whenever there is a
sound, sclentific basis for su¢h action. .

The position of this Department is that the Government of the United States
should have complete freedont to act with respect to prohibiting the imports of
agricultural products when the scleantific evidence indicates that there iy real
risk of the introduection of haruful plant and animal diseases and insect pests.
We belicve that we have such freedom under the terms of the standard sanitary
provisions in the various trade agreements, This Department does not believe
that sanitary import measures should be used as & substitute for economic
protection. o ’ '

Mr. Hotman, The trouble with that letter is that the gentleman who
drew it up for the Secretary omitted a word which appears in the
agreements. In the g{omlse there it relates to animal and plant
diseases, but in article XI the phrase is “human, animal, or plant life.”
All science knows you can transmit glandular and bone tuberculosis
through unpasteurized dairy products as much as 7 or 8 months old
to the children who are using them. So he has not committed himsel£
to the thing the dairy interests want in this respect.
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~ Senator Kine, Are there now sanitary measures in effect through
the food and drug laws? -

Mr. Horman, There is no measure in effect that applies to this
particular problem,

Senator Kina. The sanitary measures now apply to the food and
drug laws, and they reach human needs.

. HoLman. Tt does not touch the question of the tubereular gorm.

Senator Kine. We will not debate it now; you may proceed.

Mr. Horman. All right, sir. T am just about through, Mr. Chair-
man,

We also ask that there be an elimination of that reference in the
act which gives the State Department or the President power over
excise taxes and excise-tax treatment. This provision prevents equal-
ization of competition in case Congress should find 1t necessary to
impose any internal taxes for further revenues on products which
might be bound by the terms of some trade agreement. In that con-
nection I might point out that the Brazilian agreement—-—

Senator Kine, You take the position that a trade agreementi may
not bhe abrogated or superseded or amended by act of Congress.

. Mr. Horman. I think you would have great difliculty in doing that
except under considerable notice in advance; you would find a great.
many suits in the Court of Claims, and the whole question of the
good faith with other nations would be involved.

. Senator Kine. That may be true, but, nevertheless, the courts have
held, as I recall that treaties may be abrogated by congressional
actim;, even a treaty solemnly ratified by the Senate, Congress may
repeal it. :

1r. Hormaw. I have no doubt that may be true.

Senator King. It may be rather an affront to another nation by
not taking the matter up by negotiation and attempting the modifica-
tion, but it can be done.

r. HormaN, In all these agreements, except those in which a cer-
tain number of years are specified, they may be canceled on ¢ months’
notice by the President, but these same agreements also run con-
tinuously unless notice is given.

Returning to the excise tax point, I want to file a memorandum of
argument on that and point out in connection with it that the
Brazilian treaty not only bound babassu oil on the free list but the
provision covered every commodity listed in the Brazilian agreement,
as far as excise treatment is concerned. That is a fact that is not
generally known.

Senator BARKLEY. Are not these excise taxes tariff under another
name. Are they not imposed to make it more difficult for the com-
modity taxed to come into the country? They might as well be
levied in a tariff bill as in'a general revenue bill, but they are called
excise and because they bear that name that is'the only difference.

Mr. Houman. I shoufd like to file this memorandum.

Senator Kina. That may be done.

(The memoranda referred to are as follows:)
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MEMORANDUM-~EFFECT OF BINDING CONGRESS AGAINST INTERNAL TAXATION OF
IMPORTED ARTICLES

Under the Brazilian agreement, the State Department not only bound babassu
oil on the free list but also agreed with the Brazilian Government that the
Congress of the United States would not impose any internal tax on this
product during the life of the trade agreement.

The reference in the agreement, however, does not apply specifically to
babassu oil. The agreement made by the State Department with the Brazilian
Government was to the effect that neither of the Governments would impose
any new taxes on the products covered by the agreement during the lite of
said agreement.

This is contained in article 7 of {);2 trade agreement and reads as follows:

“Articles the growth, produce, or nnuvisacture of the United States of America
or the United States of Brazil enumerated and deseribed in schedules I and
I1, respectively, after importation into the other country, shall be exempt from
any National or Federal internal taxes, fces, charges, or exactions other or
higher than those lmposed or required to be imposed by laws of the United
States of Brazil and the United States of Ameriea, respectively, in effect on
the dugY of the mignature of this agreement, subject to constitutional require-
ments.

Under this assumption of power by the State Department, the Congress of
the United States is restricted from imposing any internal taxes, fees, charges,
or exactions on any product covered by the trade agreement unless such taxes
were in effect the day the agreement was signed.

Under this procedure, if followed by the Stale Department, the hands of
Congress can be bound against taxes on imported products which might be
necessary if similar domestic products were taxed under the processing or
excise type of tax formerly used under the Agricultural Adjustment Act,

In the light of recommendations of the farm organizations of this country
looking to & new agricultural program, undoubtedly consideration will be given
to financing at least a part of this program through excise tuxes on various
farm products. If such taxes are imposed, no similar or coinpensatory tax
can be imposed on imported articles covered by the Brazilinn trade agreement
because the concessions granted to the Brazillan Government are required to
be generalized to all other countries of tke world by the provisions of the
Trade Agreement Act itself.

If an cxcise tax i placed on wheat or cotton or other basic agricultural
commodities to help finance a farm program, Congress would unquestionably
want to place a similar tax on lmported cotton, wheat, and other basic com-
modities, We could not do se¢, however, in the light of the interpretation of
the law by the State Department if these products were covered by an agree-
ment containing a similar prohibition,

In addition to the possibility of this type of taxation, members of the Finance
Committe¢ will recall the action of Congress during the past 4 years in im-
posing excise taxes on a large group of foreign fats and olls which come iuto
this country in competition with our domestically produced fats and olis.

At the present time we have a well-worked-out tariff and oxeclse tax structure
of approximately 8 cents per pound on all edible fats and oils. The hands of
Congress, however, are bound against imposing this same excise tax on babassu
oll becaunse of the provistons of the Brazilian Government. .

The State Department argues that babassu oil was on the free list and there-
fore that their action on binding it on the free list did not change the existing
tariff situation.

They do not, however, explain to the country and to the Congress that they
have made it impossible not only for Congress to impose any tariff on babassu
ofl but have also made it impossible to impose the same excise tax on bhabassn
ofl which Congress has seen fit to impose on every other known type of ¢om-
mercially produced edible fats and oils.

Mr, Hotman. Yes. And then when you go and bind them on the
taxable list, as in the case of vegetable oils you open another gap
through which those competitive products can rush, and force the
entire domestic production prices down to the competitive level,

Senator Barkiey. Of course, there are arguments in behalf of
these excise taxes and in behalf of tariff taxes, and there are argu-
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ments against it, but there is not any reason that I can see why they
ouglflip to be treated differently, because they are all the same thing
in effect.

Mr. Horman. I do not know that T would differ from you at all,
as far ag that is concerned, except that it has been much more difficult
to get tariff bills open than it has been to gel internal taxes.

genator Barxiey. In other words, it has been more difficult to
slip tariffs into a revenue bill than it has to slip excise taxes inf¢

fflr. Horman. That might be true, sir.

Finally, our last request, Mr, Chairman, is that, in addition to the
present fimitation of 50 percent cut in the duties, there be an addi-
tional proviso that these duties shall not be cut beyond the point
that the landed price of a foreign article will be less than the domes-
tic cost of production of the competing article—“like, similar, or
competing article”—such costs to be ascertained by the United States
Tariff Commission. '

T think the reasons for that are obvious. The effect of some of
these lowerings of duties is to bring some of the products in at times
at lower than domestic cost of production prices. 'L'his request is
simply a natural, normal protection that we aslk. OQur final request is
that the generalization features of the tariff act at the present time be
changed so that we can trade with these countries one by one, even
if that involves repudiation of the most-favored-nation policy,
which, as you know, is not in the law but is only in the treaties. 1T
mignt point out that several years ago Great Britain repudiated
every treaty insofar as that particular prineiple was concerned, in
order o come out of the depression, and she is no longer working
under it.

In conclusion, sir, may I call your attention to the fact that it has
been officially announced that there is to be, or reported to be, a
treaty with Iingland. It has been reported by the press continuaily
that there is to be a trade agreement with Argentine, and it is
rumored around town that there is to be a trade agreement with
Norway. . . ‘

Anrgentina’s chief exports are wheat, flaxseed, wool, livestock, meat.
meat products, butter, dry milk, and casein. Last year she shxpped
us a little over 16,000,000 pounés of casein, more than five times as
much as came in in 1935, and she did that under a 5.5-cent tariff,

We anticipate, as far as dairying is concerned, that if there is to
be a trade agrecment with Argentine we will probably be asked to
take another suffering and see the duties on casein and dry milk
reduced. :

Senator Bargrry. What is the domestic production of casein?

Mr. Horman. I do not believe I have those figures with me, Mr.
Barkley. It is a considerablo Xroduction at the present time, and
we have until last year furnished practically the entire supply. Only
a very srall amount of casein came into this country prior to 1936.

Senator BarkrLey. This 16,000,000 pounds, is it?

Mr. HoLmax. Sixteen million pounds, - -
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Senator Bargrey. Is only a small proposition to what we produce
in this country?

Mr, Houman, I will be glad io furnish those figures to you.

(Subsequently the following data was submitted:)

Domeostic production of casein

Pounds
1029, 30, 637, 000
1942 24, 4253, 000
1033 e 24, 08T, 000
1034 37, 331, 000
1935. 37, 638, 000

Source: U, 8, Department of Agriculture,

Senator Bargrry. All right.

Senator Kine. Do you realize the fact that in the development of
many manufactured articles, lacquer production and so on, the use
of casein has materially increasegi

Mr, HoLmaxn. Very materially,

Senator Kine. And the domestic production was wholly inade-
quate to meet the domestic demands,

Myr. HoLman. Under the act of 1930, and (anticularly in relation
to low prices of dairy products that followed from 1932 on, the 5.5
protection has enabled us to develop a fairly good casein industry
in this country of a fairly good quality. Today, if that production
ig taken off it will jeopardize the domestic demand and may mate-
rially interfere with tﬁe rices received by farmers, We are very
frequently getting as high as 40 cents a hundred gross return for
skim milk that goes into casein at the present time. To materialiy
lower that price will divert skim milk over into dry milk, where we
already have heavy stocks and a different market problem, due to
rather heavy imports.

With regard to England, we naturally fear for our butter and dry-
milk tarif% because, whatever treaty will be executed by England
with us will take into consideration the ambition of New Zealand
to get into this country with a butter supp}y. If the duty should
be cut on butter at all it will have the effect of puiting a ceiling upon
the cash income of dairy farmers throughout the country for the
entire duration of the treaty, since 69 percent of the total value of all
dairy products is in manufactured products. Anyone who knows
thig business knows how close a relationship there 1s between butter
prices and the prices of all other dairy produets.

With regard to Norway, we anticipate more oils and fats trouble,
namely, whale oil. Our people join with the other domestic pro-
ducers of oils and fats in trying to msintain, as long as we can,
something like a reasonably fair tariff and not to let any holes get
into it, because of this tremendous interrelation of the products.

T thank the committee for its courtesy in listening to me, and I
will file this material at the end of the hearing.

(The material referred to is as follows:)

125003--87—pt, 2——10
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Baports out of the United States to the 6 countries with which reciprocal trade
;w;eemmts were in effect on or bdefore Jan. 1, 1936; 12 m(mthe 19‘15 and
936

Domestic exports and reexports | Dollar in- | Percent in-

crease in crease in
Country Hagreomont ot | sxports,
193 1938 1035 1936
Percent
May 1, 1038 $58, 304, 000 $48, 787, 000 $483, 000 0.8

Jan 1, 1936 43, 618, 000 48,977,000 | . b, 359,000 12,3

..... [ (P i 323, 194, 000 383.953,000 60, 759, 000 18.8
Sept, 8 1o 60, 139, 000 o, 432, 000 7,203,000 |- - 121
Aug. 5, 1935 3, 250, 000 3, 041,000 601, 000 213
dﬂ 38, 2186, 000 43, 074, 000 4, 858, 060 . 12.7

Total: 6 countries. 526, 721, 000 608, 164, 000 70, 443, 000 18.1
Total: All countries 2, 282,874,000 | 2,453,487,000 | 170, 613, 000 7.5
Percent 6 countries are :

of all countrien. s fommaaceanannnas o281 4.7 40.6

hsot‘:tw Data cormpiled from U, 8, Department of Commerce, Division of Foreign Trade 8tatistics work
oots,

Imports into the United Btates from the 6 countries with which rcciprocal trade
agreements were in effect on or before Jan. 1, 1936; 12 months 1935 and 1936

General {mports Porcent
Gouat Edﬂetcti»r'e D;)llx‘ar ) . in
ountry ate of n imports,
agreoment 1935 1936 1936 over 1986 | jborte,
1935
Mnay 1,193 $39, 805, 000 $68, 832, 000 $19, 077, 000 47.9
.| Jan. 31,1936 99, 685, 000 101, 949, 000 2, 314, 000 2.3
...... do...... 286, 444, 000 375, 875, 000 89,4’31 000 3t.2
| Sept. 38,1084 104, 303, 000 127, 487, 000 84, 2.2
Aug. 51936 1, 101, 000 1, 818,000 657, 000 56,6
41, 247, 000 48, 157,000 6,910, 000 16.8
Total, 6 countries. ...... 572, 648, 000 714, 218, 000 141, 573, 000 24,7
Total, all countries... .. 047,486,000 | 2, 419, 304, 000 371, 819, 000 18,2

Percent 6 countries are of all
...... - wman 28.0 85 38.1 |...

30;.;!’&: Date compiled from U. 8. Department of Commerce, Division of Foreign Trade Statistics’ work
oets.

Imports, exports, and balance of irade of the United States with the 6,
countries with which reciprocal trade agreements were in effect on or before
Jan. 1, 1986, and for all countries for the € years of 1935 and 1936

U, 8. balance of trade (+)
General imports Dome?gfgxcnggts and denotes favorable (—)

P denotes unfavorable

Country group

1936 1038 1035 1936 1926 1936
6 countries. .oeew.. $572, 046, $714, 218,000 | $520,721,000 | $6086, 164, 000 |~$45, 924, 000 | —$108, 0564, 600
All countries.... _{2, 047,485,000 {2,419, 304,000 (2, 282, 874,000 |2, 483, 487, 000 {235, 389,000 | 34, 183, 000
Allcountries less 6.1, 47{, 840, 1,706, 08'6, 000 (1,756, 163,000 11,847, 323, 000 [+281, 313,000 | +142, 237, 000

mSOuroo Data compiled from U. 8. Department of Commerce, Division of Foreign Trade Statistics work
o6ts.
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Imports into the United States from counitries with which the United Stales
has reciprocal trade agrecements in effect

[Data for comparabloe perluds of time before and after the effective date of each agrecment]

Perlod General imports (value) Percont

covered Dollar increase

Countr, Effective date | in com- {ncrease (+§, (+), de«

¥ of agreement pz‘)sratbla Before trade | After trade d«lacrfuso (-;;’ (nre;as‘a

ato n {mpor -}, in

(mopihg) | Pgreemont | agreement D {mports
.| May 1,193 20 | $43,822,000 | $87,172,000 | +$43, 360,000 -+98.9
Jon.  1,1936 12 49, 685,000 | 101, 949, 0600 -+2, 314, 000 +2.8
odooo... 12 1 286,444, 000 75 876.000 -+-80, 431, 000 +31.2
Sept. 3,1034 28 | 143,448,000 | 268,414,000 | --124, 966, 000 4+87.1
| Aug. 51036 17 1,684, 000 2,31'6,000 40691, 0600 +41.0
JRUS U PR 17 51, 960, 400 69,934,000 | +17, 974, 000 -+34.0
1N PR e 627,043,000 | 905,709,000 | 278, 720,000 +44. 5
May 20, 1036 7 29, 103, 000 20, 284, 000 -2, 819, (00 -9.7
Nov. 2 1938 2 2, 582, 000 2,702, 000 +210, 000 48,1
June lﬁ, 1930 ¢ 30, 797, 000 36,321, 000 + 5, 524, 000 +17.9
,,,,, 0. N [ 2, 367, 000 2,513,000 +146, 000 -t-6. 2
Mar. 21236 10 5, 234, 000 5, 683, 000 -+449, 000 ~+-8. 6
otherlands | Feb. i 1936 11 37, 959, 000 47, 539,000 +9, 580, 000 4-26.2
Nicoragua. . . Oct. 1, 3 365, 000 338, 000 -27, 000 8.0
Bwitzerland... .| I'eb. 15,1936 10 13, 766, 000 18, 284, 000 -+ 4, 518, 000 +32.8
Total, 8 COUNLries. [ .cuoeominnefemnnnnn 122,173,000 | 139,754,000 | -+17, 581, 000 +14. 4
Total, 140NN |.eoemenvneanes|onuomanas 749, 216, 000 |1, 045, 523, 000 | 296, 307, 000 +39.6

Source: Preliminary figures compiled from records of the Livision of Foreign Trade Statistics, U, S.
Deopartment of Commerce.

Exports out of the United States to the countrics with which the United States
haa recipracel trade agreements in cffect

[Data for comparable pariods of time before and sfter the effective date of each agreement]

Period Exports and reexports Percent

X covered (value) Dollar in- | incrense

" Countr: Effective date | in corn- crense (+) | (+) de-
ountry of agreemont | parable decrease (~) | crense
data Before trade | After trade in exports (=) in

2; ¢ exports

May 1,1035 20 | $80, 758, 000 $100 002 000 +$10 244, 000 423,

Jan. 1 1936 12 43, 618, 000 48, 877, 000 369 000 +12,

12| 823,194,000 | 883,953,000 iw, 769, 000 +18,

Sept 3, 34 3 83, 260,000 | 148, 180, 000 61 881 000 74,

Aug. 5, 1035 17 4, 882, (000 5, 360, 000 ,000 ~+-9,

[ (VP 17 43: 812, 000 61, 215, 000 —H/. 403. 000 -39,

............... rumammenne| 670,535,000 | 744,667,000 | 165,124,000 |  +28.5

May 20,1036 71 12,480,000 | 17,763,000 | -+5,277,000 42,

*| Now. 2, 1036 2 l,ggg:ooo 1, 867, 000 1441, 000 iao,

June 16, 1640 6| 67845000 | 67,267,000 578, 000 P

............ 6 , 860, 2 817, 000 8000 | 42
War. 31038 10| 40sn000| 4217000 468000 |  ~10,0

Fob. 1,1036 1| 45274000 | 4866700 | -5, 285, 000 47,

Nicaragus. Oct. 1,1936 3 578, 000 620,000 "42, 000 7.

8witzerlan Fob. 15, 1936 10 6099000 6209000 +200, 000 3,
TOtAl: 8 COUDLEIOS. |- nnwmermemcmne|wmmmemmnn 110,262,000 | 148,007,000 | -8, 645,000 +6,2

Grard total: 14

COUnLTios........ . 719,795,000 | 803, 564,000 | +173,760,000 | 4241

Source: Preliminary figures compiled from records of the Division of Forefgn Trade Statistics, U. 8.
Department of Comimerce.
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H

D » Por Cent sports Hxeveded Bxports TQALP&

\\\\‘ « For Cent Bxports Exceeded Imports

CHUDR
FOODSTURES

188.8 1808

MARUFACTURRD 12,1
FOODSTUYTS

23.7

1926-29 1030 1931 1932 1043 1934 X035 1038 1928-29 1030 1931 1933 1933 1934 1038 1936
Avge (10 Mos,) {Avg,) (30 Moss)

Among the changes in the bulance butween exports and impocts that havo taken place since 1020 those
shown by manufactired and crude foodsiutls are most striking. During the perlod 125-20 average exports
of ured foodstufls ded imports, Beginning in 1932 fimports roge above exports. Thy per
oontage of imports over exports increased rapidly during the following years, reaching 158 percont for the
first 10 months of the present year. The excess of imports over exports of crtde foodstulls during the period
1025-29 averaged 00.4 percent. In 1930 it reached double this percontnge, and for the flrst 10 wnonths of
1936 it was nearly 734 times the 1925-20 avorage. .

'F'he percentages shown In the chart are based on dollar values of exports and imports.

Bource: U. 8. Bureau of Foreign and Domestic Cominerce.
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Tourist trade, 1934 and 1935

1034 1925

Untited Btates of America tourists' expenditures in foreign countles......| $334, 600, 000 $408, 000, 600
Foroigners’ expenditures in United States of AMerica..meceneuurcecacuces 86, 000, 000 117, 000, 000

It Igestimated that during 1936 United States of Ametica tourlsts in foreign countries spent approximately
$500, 000, 000 while foreigners, it 13 estimated, spent botween $115,000,000 and $120,000.000 in the United
States of America during 1036, These estimates are uot oflicial.

Soures: U, 8, Department of Cormerce.
Investments and credits (cwclusive of war debis)?

Long-term ? investments in the United States held by forcigners
1935, -

——— $5, 033, 000, 000
Bank balances and short term credit of the United States of

America held by forcigners: 19385..... 1, 200, 000, 000
Foreign owned: Total-. 6, 243, 000, 000
Long-term ® investments of foreign countries held by United
States of Americu: 1935 12, 630, 000, 000
Bank balances and short termn credits of foreign countries held
by United States of America: 1935 850, 000, 000
American owned: 'Total 13, 480, 000, 000

War debts owed United States of America
{Owed ag of Jan, 10, 1936]

Total indebtedness (war debts) of all forelgn countries to the
United States of America $13, 670, 000, 000

1No data available prior to 1935 ; 1036 not yet available,

3Long-term investments in the United States held by foreigners includes: Xorelgn
financial control of American concerns; common stocks; preferred stocks; bonds and
miscellancous equity such as insurance equity, trust funds, and real estate.

8 Long-term investments of forelgn ccuntrles held by United States of Ameriea in-
cludes : American financial control of foreign concerns and bonds,

Trade progress with Canade, 10 months, 1935 and 1936

[Thousands of dollars] :
Exports to Canada Tmoports from Canada
Clagsifleation Incrun_se: Incrgnso.
1935 | s | 90 percent | a6 | 1036 | 2930 ) porcont
1036 1035
All commoditioseenunnannnnan 200,630 | 302,774 | 42,244 16 | 232,222 | 300,158 | 67,036 29
Nonagricultural .| 226,018 | 261,353 | 34,436 15 | 179,005 | 218,714 | 38,809 22
Agricultural. . 33,612 | 41,421 7,809 23 | 02,317 | 81,444 | 29,127 5 .

Agricultural on which tariff

wasroduced. ........... .. 10,900 | 14,831 3,031 36 7,310 | 14,880 7, 870 104
Othor agricultursl (no tariff

raduction).......... SUS 22,712 | 26,500 3,878 17 | 45,007 | 06,564 { 21,5867 48

Boureo: Data complled from oo, 28, 1036 Issue of Foreign Crops and Markets, U. 8. Department of
Agrieuiture.
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Balance of import-export trade wtth Canada, 10 months, 1935 and 1936

Percent
change ¥
. P m}'vnrd s
unfavor~
Clagsification 1935 1030 able trade
1936 com-
pared to
1986
All commoditios. . .[128, 808,000 | 1 2, 616,000 291
Nonagricultural . 147,013 142,639 19
Agricultural 218,708 240, OZJ 114
Agriculturs! on whi rifl w 13,500 149 2101
Other sgrleulzum] (no mrm reductlom) ....... 722,205 139,974 279

1 ¥avorable,
* Un!avombla

ale '?f Data compiled from Dec. 28, 1936, issue of Foroign Crops and Markets, U. 8. Department of
gr culture.

@ross tncome from milk production in the United States, 1931-35, inclusive

Year: Gross income
] $1, 614, 304, 000
1032 1, 260, 424, 000
1933 1, 262, 554, 000
1934 — 1, 478, 177, 000
1985° 1, 680, 625, 000
1 Preliminary.

Source: U, S Depm'tment of Agriculture, Departinent of Agricultural Xeonomics, Crop
Reportlng Board

Ak cows and youny stock being raised for milk cows; number and value per
head of the milk cows on farms, 1925-36, and numbers of heifers and heifer
calves on farms—United Stales, Jan. 1, 1925--36

Milk cows and heifers 2
i’ws old or older, on

arms Hei{em 1to | Heifer calves
Year 2y oly |under 1 year'
bemq kent for, bmmf kept for
- Farm value k cows k cows
Number p?r hegd
an.

Thousands Dollars Thoiwands | ‘Thousands

1025 22,676 48,34 4,177 4,308
1028.cneeeaeeneens 22,432 54.63 4,111 4,336
1927 . ' 59,14 4,110 4,439
1928, 22,287 73,34 4,197 4,602
1929, 22,508 83,84 4,460 5,012
1030. . 23,108 82,68 4,850 5,1
1031 s 87.01 3 8,187
1932 24,982 39.49 6,019 N
¥ 28,030 20.16 5,249 5,072
1934, 27,069 28.97 5,381 5,674
26,230 20.13 &y y
1936 1. 25,622 40.18 N 3

1 Preliminary.
Source: Bureau of Agricultural Economics; U. 8. Department. of Agriculture.
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Imports of cheese from Canada Januwry-December, inclusive, 1935 and 1936—
Trade agreement effective Jan. 1, 1936

1935
All cheese’a.-ee pomlgs-- . ‘]7;3,%
All cheese 0... 1
Cheddar cheese do_~ 10, 782, 000
‘ 1036

American cheese equivalent of Canudian cheddar cheese *...pounds.. 12, 115, 000
Increase in imports all cheese from Canada 1936 over 1935....do-. 10,416, 00C

Increase in imports all cheese from Canada 1936 over 1036..percent.... 1,382.7
* Cheddar ohcesn not repartely classified until January 1046,
2In Canada 100 pounds milk mukes 89 P ounds Canadian Cheddar cheese; in United
States 100 pounds mllk makes 10,0 pounds Cheddar cheese.

Source: Preliminary figures compiled from records of Division of Forelgn Trade Statis-
tics, U. 8. Department of Commerce,

Cheese no. 1 American, fresk single daisies—vholesale price per pound, New
York, by months, 1926-35

{In cents per pound)

Year Jon. | Fob. | Mar.| Apr. | May | June | Juty | Aug. |Sopt, | Oct. | Nov. | Dec, [ 478
o5 | 2l u| i 2| 2| ;| 1| | 2| B3

20 25 A 2% 24 24 26 27 2 27 29 | 2.8
1261 a5| 20| 24| 2| 26| 281 =| | 25| 25|1254

2 2| ;3| 2| M| | 24| 2| 4| B B
21 21 21 21 20 18 18 19 20 19 19 181 10.7
17 16 16 15 14 14 15 16 17 16 15 141 16.4
13 13 13 12 12 11 12 14 14 13 13 131 128
12 11 11 12 16 18 16 14 13 13 13 121131
13 16 15 13 14 16 13 15 u 14 15 181 14,2
w| 8| | w| 1| 18| 15| 16| 18] 17| 18| 19| 168

1 Less than 10 quotations during month.
% Based on 11 months’ gquotations.

Bureau o!Agriculcuml Economics; comp ) d from roports of Bureau representatives in the market. These
wholeyale prices are based upon open mariket sales made for cash or short-time credit, consideration beh.\g
given to the prices at which the Iarger quantities are sold,
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Wholesale price of 92 score butter at Chicago and Twins, cheese on the Plym-

outh, Wis., evchange: 1935 and 1936
[Prices a3 of ¥riday each week)

(+) De- (+) De-
nt‘i)ws 2 ntr;tes 2
Twing mes Twins mes
92 score | cheese é’:}gﬁs& choese )crlilgg?;q
butter at | Plym- Plym. | brict
e exceoding exeeeding
Date Chicago | outh, buttor outh, attor
(cants Wis. orice; Wis. ot
le)le:d) (eo);zrts A Conts § MG
0l T ner
pema) | Toes the vomy |t the
(conts per {cents per
pound) pound)
14. 00 17.0 0.00
14,00 17.0 +, 50
14. 00 15.0 ~2,25
16. 26 15.0 —4.25
18.75 15.0 -4, 00
15.75 14.0 -7.00
16.75 (1) eemmonsons
15.78 14.0 .76
18,75 14.0 ~7.26
15. 00 14.0 ~3.25
14, 50 14.0 ~2,76
14.00 14.0 ~2.26
14.00 13.0 -4,38
14,63 13.0 -3.75
15,00 13.0 -8, 00
5.00 13.0 -3.00
14. 50 13.0 2,25
13.78 -
13.78
13. 00
13.00
2. 50
12,00
12.00
12, 50
12. 50
12, 60
12. 50
12. 60 .
13. 60 .
4, 00 (
13. 60 . 3
13. 60 18.00 . 80
14. 50 17.50 -, 50
14. 50 17.60 -+. 28
14. 00 7.50 -+, 28
14.00 17.50 +.37
4.00 17,00 .50
14,00 17.00 -+, 50
14,00 17.00 +1.50
14,060 16. 50 +.26
14. 50 1.0 41,50
14, 50 16.00 +1,25
14, 50 16,00 .00
15.00 8.00 ~. 26
18, 00 18.00 .00
16, G0 16.00 1,00
17,00 16.00 1,26
17.00 16.00 —.50
17.00 16.00 ~1.00
17. 00 16.00 1,26
17.00 6| Sin
AY‘?).ﬂgﬁ for 28. 84 14.87 10
Beeenens 15,44 ~1.21

! No mesting. .

Hource: Data comptled from Daily Market Report, U. 8. Dopartment of Agriculture.
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American cheese stocks in the United States on Feb. 1, 193487

Excess (4),
decrense (~)
Total 5-year monthly
Date monthly average stocks com-
stocks stocks pared to 5-
year average
stocks
Pounds Pounds Pounds
66, 476, 000 | 57, %30, 000 -}-8, 246, 600
Feb. 1. 1935. 71,007,000 { 58,171,000 | --12, 836,000
Feb. 1, 1036, 78,197,000 | 60, 578,000 | --17, 619, 000
Feb. 1, 1937 87,340,000 | 64, 614,000 | 22,826, 000

Bource: U, S, Department of Agriculture.

Btorage stocks of creamery butter and Amcrican cheese in the United States on
Jan. 1, 1926 to 1937, inclusive

Creame Amerlean Creamery American
Date Datter” cheese Date bntter cheese
Pounds Pounds Pounds Pounds

58,457,000 || Jan. 1, 1032..
56,758,000 || Jan, 1, 1933
49,914,000 || Jan. 1, 1034
74,177,000 (| Jan. 1, 1936
68,930,000 || Jan. 1, 1036
Jan, 1, 1081 ceennnneen 83, 401, 600 67,599,000 {! Jan. 1, 1037..

20, 643, 000 60, 804, 000
22,043, 000 57, 749, 000
111, 249, 000 13,773,000
9, 878, 000

40,117,000 | 86, 537, 000
161,228,000 | 1 94,860, 000

1 Preummmy.

wee: U, 8. De }?artmont of Agriculture, Agricultural Statistics, 1036, and from Division of Dairy and
Pou!v,ry Btatistics, Bureau of Agricultural Economics, U, 8. Department of Agriculture.

Produotwn of cheese in Canada, 1936

Provinee 1935 1936 Province 1035 1936
Pounds Pounds Pounds Pounds
Prince Rdward Is- 600, 000 501, 028
ey 228, 000 272,927 1, 366, 978 1, 440, 000
New Brupswic] 274,132 370, 188 704, 231 433, 588
Quehec 20, 367, 000 , 668, 400
Ontarlo... 75, 319, 941 87, 799, 362 Totlececennnn. 100, 3¢8, 282 115, 341, 340
Manitoba. 1, 467,000 1,274, 868
Source: Dalry News Letter, Ministor of Agriculture, Ottawa, Canada.
Storage holdings of dbutter and cheese in Canada
Commordity Jan. 1,71030 | Jan. 1, 1637
Pounds Pounds
Creamery butter. 32,081,722 36,047,779
ChEOEO. v renmmmancnoaacenesmnanaas o aaaannaaan . 24, 562, 600 24, 004, 436

Bource: Dairy News Letter, Ministor of Agriculture, Ottawa, Canads.
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Imports of cream into the United States from COanada, 1935 and 1936—Trade
agreement effective Jan. 1, 1936

Percent in-
1935 1036 creass, 1930
over 1935
Gallons Gallons
Year... 480 44,003 9,080
Septernber-Decetber, inclusive. 170 35, 3089 20,870

. SBource: Prellminary figures comptled from records of Division of Forelgn Trade Statistics, U. 8. Depart-
ment of Conmerce,

Creamery butter stocks in United States on Fed, 1

fixoess (+),
decrease (=),
‘Total B-year in monthly
Date ¢ monthly averago 3tocks cons
stocks stogks pared to 5-
Yonr avorage
stocks
Pounds Pounds Pounds
Feb. 1, 1934 76,995,000 | 34,422,000 | 41, 573,000
Feb. 1, 1035... 18, 907, 000 44,871,000 | ~25, 764, 000
Feb. 1, 1836 crman 21, 502, 000 36,407,000 | =14, 905, 000
Fob. 1, 1037 oot nmnan s msevs i v nneene| 42, 484, 000 31,349,000 | -+11,135,

Source: U. 8. Hepartment of Agriculture.

Butter, 92-score creamery, wholesale price per pound, at Chicago, 1926-35

M”yk&‘,md Jan, | Feb. | Mar, | Apr. | May | June | July | Aug. | Sept.| Qct. | Nov. | Dee. %‘g":‘

Chioago:
1426,

38.33| 89.43| 30.13| 38,511 40.12] 43.00| 43,93] 48.00] 6254 42.80

. 20.

3 . 76| 22.36 18, 2

3 22.401 23, 22| 24.22 20. 60| 24.
30.78| 32,81} 25.06] 23.50] 28. 59 33.10| 28.81
31160 20.71) 26.31] 28, 88| 33.11| 32,06

1 Banking holiday declaved by the President Mar. 6, 1033,

* Hoarding of gold forbidden APr. 5, 1933; exporting of gold forbidden Apr. 20, 1033,
# Proclsmation of President fixing gold weight of dollar Jan. 31, 1934,

4 Monthly averages averaged for the yesr.

‘Bureau of Arrloulzursl Economies. Compiled from reports of Bureau representatives in the markets.
These wholesale prices are bagsed on open-market sales lor cash or short-time eredit, consideration being
Iven to the prices at which the larger quantities sre seld. Data for earlier years in 1925 Yearbook, table

" Footnotes 1, 2, 3, furnished by U. 8. Dept. of Treasury.
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Dadly wholesale price of 92 score butter
foreign buticr at New

309

at New York, und reported arrivals of

York, Dec. 193 to June 1935

Reported Reported
l??ﬂyl t;rrh‘wals l??l’yl t;rrl»ivals
wholesale orelgn wholesale oreign
Date price of butter Date ricoof |  bugtor
butter ! at Now utter i at New
York 1 York 3
Cunts per Cents per
pound Poynds pound Pounds
. g') 35,75 | eeeemcancne
805, 000
684, 000
Dec. 15, 1934.......
Do 18, 108
)oe, )
Do, 19, 103 2,700, 000
Dec. 20, 104........
Dec. 21, 1934....._
oc. 22, 19
) Eec. %, 1034,
oc.
Dec. 27, 1934 183,000
Dec. 28, 1934,
%ocv '2;‘1" ,l?g Mar. 20, 163!
ec, 31, 14 .21
an. g. 1835 Mur
an, 3, 103
an. 4, 103 240,000
an, §, 1
Jan. 7, 193
Jan. 8, 193
o e
#n. &
Jan. 11, 1 375, 000
Jan. 12, 1035
Jan. 14, 1986___,
Jun. 15, 1936 ... 36,00
o »
an, 17, 1936 .. ..... - 3
Jon. 131 05Tl , 1,408 000
an. 1 R Apr. 9,1935. . 38.
Jon. 21, 1934220 Abr. 10, 105 I TN ]
Apr. 11, 1035 36.75
Apr. 13, 1036 37.00
Apr. {3, 19356 37.00 1, 104, 000
Apr. 16, 1036 35.00
Apr. 16, 1635 36. 00
Apr. 17,1935 33.00
Anr 1R, 1935 33.76
Apr. 19, 1985 gi.‘ 7% 00
s |[ M
32, 81
i3 5.0
¥eb. 6, 10 .::ZITZIIZ?Z'""" 31.60
30.50 2,638,000
29,50 e
29,25 o
29,26
28.78
. 878 437,000
ob. 16, 1038 s0.00 1 8000 || NGy B s 28,00 '
80, B . 3
Feb. 19, 36.50 Moy 7 1088 oeee o] 28,28
! Figures as listed fn weekly publications of the American Creamery and{Poultry Produce Reviow.
A’ Dglily butter prices repoféed in Daily Market Report, Market [News!Service, U. S, Department of
leuiture.
qu arrivals listed,
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Daily wholcsale price of 92 score bultler at New York, and reported arrivals of
foreign butter at New York, Dec, 193} to June 1935—Continued

Reported Dally Reported
Daily arrivals wholesale | arrivals
Date wholesale foreign Date price of foreign
price of butter butter butter
butter at New at New
York York
Cents per Cents per
poun; Pounds pound Pounds
May 8, 1035. 28,28 June 6, 1935 26, 60
May 09, 1035.. 28. June 7, 193 25,25
May 10, 1935 28, June 8, 193! 25,00
May 11, 1038 28, 848,000 {| June 10, 193 24,50 136, 000
May 13, 1935.. a7, 24. 00
May 14, 19; ar. 24,25
May 15, 27. 24,25
May 16, 1936 27. 24, 80
May 17, 1938... 27, B 24, 60
May 18, 1935.. 27. 1,326, 000 25.00 420,000
ay 20,1 28, 24.00
ay 21, I 26, 24,90
May 22,1935 26. 23. 50
8y 23, 1935, 26, 23. 50
Moy 24, 1035 27,0 23. 50
May 26, 1035 26. 25 1,446,000 23,28 18,000
May 27,1 26, 0 23,00
May 28, 1935... 25, 7! 23. 25
May 29,1935 . 25. &t 23.50 | eeeean
ay 81, 1035.. 2. 24,00
June 1, 1038.... 24, une 29, 1946 auevrennnenn 2.2 |aueeainacnan
June 8, 1035.... 28. € 568,000
June 4, 1935. .. _ 25,
June b, 1035 26.

Index numbders of prices received by farmers for dairy products and all com-
modities sold and pri.2s paid by farmers for feed and all commodities bought,
by years, from 1926 tv 1936, inclusive

[191.0-14=100]
Pricore- | Price re- Price
Year celved for | celved for [ pald for | Price pnia
all goods dairy allgoods | for feed
sold products bought

1926, 145 182 185 187
1927 —— 139 136 158 138
1928, 140 158 156 148
1929, 146 187 163 148
1930, - 1206 137 148 182
193 87 108 124 03
D 31 Y a6 83 107 13
10 70 82 109 79
19 60 95 123 10
19 108 108 125 m
1936.. an— 114 119 1124 116
Jan, 15, 1936 100 120 122 04
Jan, 15, 1937. 131 14 128 142

1 Preliminary.

Souree; Index numbers of p:ices recelved by farmers for farm produets 1910 to 1035 and Bureau of Agri
eultural Econoraies, U. B. Department of Agrioulture,
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Oleomargarine production and butter consumption

v
Increase (4-) or
1934 1030 decrense (—)
1936 over 1934
Pounds Pounds Pounds
Ol ‘garine prod d 262, 900, 000 300, 898, 000 ~-127, 998, 000
Ureamery butter consumed (apparent trade output)....| 1,769, 000,000 | 1,598, 000, 000 ~161, 000, 000

Source: U. 8. Department of Agriculture.

Imports of cattle into the United States, by

1935 and 1936

countrics and weight clusses,

Total
dutiable

700 pounds or over Under 700 pounds
Yoorand countey Dai Under 176] 175-609
airy ndel -6 .
cows | Other | Total 1%honds”| pounds | Totel
1935 Number | Number | Number | Number | Number
CANAAY « o e eemeemme e 1 1 059, 930 (! ¢
' ?; 8,622 ¢ (! 242,468
0 1 68, 573 [C 0]
6,680 | 130,533 | 143,219 55, 685 35,149
21,992 21,992 1,616 | 140,439
6,680 | 158,847 | 166,530 587,206 | 176,467

Number | Number
52,790 12,720
251,000

206,000 |  364)628
90,844 | 234,003

142,064 | 164,046
233,673 | 399, 208

1 Not elassified prior to Jan. 1, 1036,

Source: U. 8. Department of Agrlenlture, Forelgn Crops and Markots.

United States importation of cattle, tariff rates and quotus on

classifications, 1936

. various weight

. Tariff rates
Totaleattle| Trado-
Woight class imported, | agreemont ’,}‘:{,?&’R%%' Canadian
1936 quota of 1930 treaty tariff
(cents per | Fate (conts
pound) | ber pound)
Cattle:
Under 176 DOUNAS. - vaeaeemmenenneacnnnn 87, 200 61,033 2.8 1.5
175 10 609 POundsu. o cmeascananaaan 176, 467 [O] 2.6 2.8
Dairy cows.. . 6, 650 20, 000 3.0 L5
Others over 700 POUNAS. - v -vevuwnnnn., S, 158, 847 186, 799 3.0 2.0

+ Ne concession,

K Source: U. S. Department of Agriculture, U, S. Departient ot State, and Tariff Act of 1930,
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Wholesale price of beef stecrs at Chicago for 3lm'4thr (all gredes), by weeks,
1935 and 1936

.

i 1935 Price (centa 1936 Price (cents
Date: per pound) | Date: per pound)
Jan. &. 8, 31 Jan, 4 9.22 .
1 s 8.8 ] ,
19. 9,29
26. 9. 62 3
Feb. 2. 10. 09 Feb. 1 8.07
9. - 10.33 < O 8, 92
16. 16. 48 b £ S, 8.36
23 10, 54 22 8.35
Mar, 2. e 10. 57 20 - 7.90
10, 78 Mar, T 8. 68
16, 11. 07 1 8,73
23 10. 70 21 8. 54
80 10. 52 P2 8.72
Apr. 6. 10. 76 Apr. 4 8, 49
11. 15 11 8. 60
200 e 11,16 18, 8. 61
27. 11.28 b2 U, 8. 31
May 4 11,48 May 2. 8,25
0 3 TN 11. 81 806
18 11.23 16. 7.71
25. 11. 02 23 7.0
June 1 10. 50 30. 792
8, 10. 57 JUNE B 7.84
15 -~ 10. 61 13 : 7.79
b7 S, 10. 03 20 7.71
29, 9. 83 27 7.89
July 6. 10. 16 July 4 8,27
13, 9. 87 11 8. 20
20 0. 41 R 18 .99
27, 9, 29 2 8.19
Aug. 3 10. 05 Aug. 1 8.08
______________________ 10.09 8 7.9
17 10. 00 16., 8,45
24 10. 68 22 8.70
31 10. 40 8, 66
Sept. 7. 10. 49 Sept. 5. 8.82
10. 453 Q.17
21 10.15 10 e 9.2
28 10.26 0. 20
Oct. 5. 10. 26 Oct. 8. 9.31
12, 10, 47 9.14
19. 10. 41 17 9. 05
26, 10.36 24 9. 36
Nov. 2 10. 41 31 9.73
9. 92 NOV. T 10. 09
16. 9.77 14 10. 28
23 9, 06 21 10.30
30. 10. 21 28, 10. 48
Dee. 7 10. 87 Dec. & 10, 25
14 9. 80 12 10. 30
21 9. 36 19. 10, 00
28, 0.87 26 10. 44
AVETrage e e 10.28 AVErARe oo 8.85

Source: U. 8. Department of Agriculture,Burenu of Agricultural Economies.
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Imports of checse (Edam end Gouda) from the Netherlands, February-Decem-
ver, inclusive, 1935 and 1936—2rade agreement ('ﬂ'cctwc Feb. 1, 1936

11 months, 1935, imports *—cheese not separately classified-.pounds... 2,112, 000
11 months, 1938, imports, Edam and Goudan cheese, plus all other not

geparately classitied.ooow.o.. pounds._ 4, 238, 000

11 monthg, 1936, imports, Edam and Gouda e eoemeeee pounds.... 4, 118, 000
1036 increase in Kdam and Gouda cheese and all other not separately
classified cheese over cheese not separately classified fn 1935._-

pounds.... 2,126,000
1936 increase in Bdam and Gouda cheese and all other not separately
classifled cheese over cheese not geparately classified in 1935. .-

per cent... 100.7

11mno’rts of Bdam and Gouda cheese were not, separately elassified until Feb. 1, 1930.

Source: I‘mnmlnmy figures compiled from records of Division of Foreign Trade
Statistics, U, 8. Department of Commerce,

Imports of Swiss checse (Emmanthaler) from Switzerland, February-December,
inclusive, 1935 and 1936—Trade agreenient effective Feb, 15, 1936

11 months, 1935 pounds.... 4,423, 000
11 months, 1936 pounds.... 4, 402, 000
Decrease, 1036 under 1935 e --pounds-. 21, 000
Decrcase, 1936 under 1995 ——.-percent... 0.5

Source : Preliminary fignres compiled from roports of Division of Ioreign T'rade Statis-
tics, U. 4, Department of Commerce,

It'nbor"ta of cheese (Griuyere procesg) from Switzerland, February-December,
inclusive, 1935 and 1936—Trade agreement effective Feb, 15, 1936

11 menths, 1936 imports ?, cheese not separately classified....pounds—.. 938, 000
11 months, 1936, {mports, Gruyere-process and all cheese not sepa

rately classtfied pound,_- 1, 461, 000
1i months, 1936, fiimports, Gruyere-process cheese 1, 407, 000
1936 increase of Gruyere-process and all cheese not separately classi-

fled over cheese not separately classified in 1985 ..o pounds.. 503, 002
1936 increase of Gruyere-process and all cheese not separately elassi-

fied over cheese not separately classified in 1935 e per cent.- 52.5

1@dam and Gouda cheese imports were not separately classified until February 1936.
Source: Preliminary figures compiled from records of Diviston of Foreign Trade
Statistics, U. 8. Department of Commerce,

Imports of Swiss (Emmanthaler) cheese from Finland, November and Dccember
l.‘)8o and 1936—Trade agrcement cffcctive Nov. 2, 1936

‘\Vovmnl)or~l)0(‘enlbm' 1985. — pmmd% - 48,9089
November-December, 1936. . . 09, 256
Inercase, 1936 over 1935 ﬂ(L.- -~ 10,317
Increase, 1936 over 1935 percent.. 21,1

Souwrce: Prelimibary flgures complled from records of Division of Xorelgn Trade
Statisties, U, S. Department of Commerce.

Importa of RRoquefort cheese from France, Junce-December, inclusive, 1935 and
1. 36-~Tradc agreement cffectize June 15, 1936

7T months, 1935 pounds... 888 000

7 months, 1036.... do. 1, 383, 000

Increase, 1936 over 1935 .
Pounds 495, 000
Percent e, ob. 7

Somce' Preliminary figures compiled from records of Division of Forelgn Trade

Statlstics, U. 8. Department of Commerce.

Lo .
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Puports of unoctasaified choese, tnctuding Blee Mold from Franse, June reovember,
inetunive, 1935 and 1936-~DLrade agreement eoffective June 15, 1930

T monthy, 1085, unelnsstleol ChOOND | oo e e cmin e e POUIINL T8, OUO
7 months, 10346
Unetusstiied cheeno and Blae Mold ... w R01, GO0
Blne Mold choese. v n wwe. . 02, 000
Decrease In lmports unclnsalited mul muo Mol vhuw«\ under unelnssdiod
cheese, 1OW0 3
| KCETTTIT O,
PPORCONL e e e
f Blue Mold eheeso not keparntely eluuslfld before Junn 10386,
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daparty of datry producty (o Guatcwale vn which tarlf) was chiged (Tupe to
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Raports of dairy products to Nicaragua on which tariff was changed (October—
December, inclusive, 1935-36, 3 months)—Trade agreement effective Oct, 1,
1936

Condensed milk and cream:
1085

..... pound«.. 4, 212
1026, - oo 7,000
Bvaporated milk and cream:
1935 — A0 e 16,082
1930. ! — - Ao~ 19,732
Dried whole milk and cream:
1035, do. 3, 240
1936, A0 6,419
Dried skim milk:
1035. N 1o J— 0
1936 A0 0

Source: Prefiminary figures compiled from records of Division of Foreign Trade Staiis-
tlcs, U. 8. Department of Commerce, .

Baports of millc powder to Braxil on which tariff was changed—Trade agrecment
effcetive Jan. 1, 1936

[January-December, inclusive, 1936 and 1936]
MILK POWDER

Months 12
Pounds
1935 45, 702
1936 84, 572

Source : Ireliminary figures compiled from records of Division of Forelgn Trade Statis-
ties, U. 8. Department of Commerse.

Trade agreements concluded

Time required
Oountry Date signed | Date effective to become

effective
Cubs Aug. 24,1934 | Sept. 38,1934 | 0 days.
Brazil. .. —— Febh, 2,1035 | Jan. 11,1936 | 11 months,
. Feb, 27,1935 | May 1,1935 | 2 months.
Haltd. . Mar. 26,1935 | June 38,1035 Do.
. May 25,1085 | Aug. 5,1 Do,
C b Sept. 13,1935 | May 20,1938 | 8 months,
Oanads. Nov. 15,1935 { Jan. 11,1936 | 1% months,
Hodduras, Dec, 18,1935 | Mar. 2,1936 | 256 months,

Kingdom of tho Netheriands (Netheriands in Burope, | Deo. 20,1035 | Feb. 1,1036 | 15 months,
Netherland India, Surinam, and Curacao).

Switzerland .| Jan. 9,1936 | Feb. 15,1936 | 1 month.

Ni ww~-] Mar. 11,1038 | Qct. 11,1036 | 634 months.

Guatemala.. PO .| Apr. 24,1036 | Juns 15,1036 | 8 weeks.

h&?’w?m&i{ l dependencies, and ay 6,1936 |.....do.......| ¥mmedlately.
of orocco.

i d May 18,1936 | Nov. 2,1936 | 83 months.

Costa Rics. Nov. 28,1936 [0)

1 Not yot effeotive.
TRADE AGREEMENTS—RATIFICATION

Countrics requiring parliamentary ratification of trade agreements.~—Brazll,
guitl, Sweden, Colombia, Honduras, Nicaragua, Guatemala, Finland, Costa

fca.

Countries requiring parliamentary ratification of trade ayreements, but pro-
vislonally granted trade benefits~Canada, Netherlands, Switzerland, France.

Countries operating trade policy similar to United States—~Cuba, Belgium.

Source: Trade Agreements Section, U, 8. Department of State.
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Babassu oil: mports and use In olcomargarine for the United States, 1936

Babagsu oil and oil equivalent of nuts imported into the United
Statey e—pounds.... 37, 587, 000
Babassu oil used in oleomargaring. . e cevmvacnn O 16, 114, 000
Percentage of imports used in oleomargarine ... - percent.... 42.9
Souree: Import ﬂfures compiled from Reports of Divislon of Foreign frade Statisties,
U. S. Department of Commerce, Ol use in oleomargarine reported by Bureau of Internal
Revenue, U, 8, Department of Treasury.

Monthly average wholesale price of babussu, coconut, and cottonsced oil, by
months, for 1936

{Cents per pound]
Coconut Coeonug
oflcerude, | Cotton- oilerude, | Cotton~
Babasgsu (tank lots,| seed oil Rabnssu {tank lots,! seed oll
oil, tank | Pacific yprime, oll, tank | Paclfic | prime,
Month lots, Pa« |  coast crude, Month lots, Pa- |  coast crude,
cific (3 cents | south- cific | (3 conts | south-
coast exc1se enst, coast oxeise east,
tax in- tanks . tax in- tanks
cluded) cluded)
January. (0] 7.50 8 7.48 7.65 8.84
February 7.08 7.48 8, 8.19 8.45 8.80
March 7.00 7.20 8, 8,04 9.1 8,38
Apri 7.00 7.22 8, . 40 9.3 8.66
ay. 0.97 8,75 7. 10.41 11.06 9.88
June... . 6.90 6,80 7.
Y. cncrmnens 7.08 7.28 8, 66 Average..... 7.86 8.00 8.8
1 Not avallable,

Source: Weekly quotations in the Oil, Paint, and Drug Reporter, averaged for the month,

Senator Kine. We are glad to get your views, Thank you ve
much. Mr. Robert C. Graham, of Detroit, Mich. Come forward,
Mr. Graham,

STATEMENT OF ROBERT C. GRAHAM, VICE PRESIDENT, GRAHAM-
PAIGE MOTORS CORPORATION, AND CHAIRMAN, EXPORT COM-
MITTEE, AUTOMOBILE MANUFACTURERS ASSOCIATION,
DETROIT, MICH.

Senator Kine. Mr. Graham, you are chairman of the export com-
mittee of the Automobile Manufacturers Association? ‘

Mr. Granam. Yes, sir. I am Robert Graham, vice president of the
Graham-Paige Co., and chairman of the export committee of the
Automobile Manufacturers Association, whic comprises practically
all of the automobile companies with the exception of Ford.

Senator Kine. How much time do you want, Mr, Graham?

Mr, Grauars. Just a very few minutes.

Senator King. Proceed. Take what time you need.

Senator Vanpensera. Is Mr. Ford a member of the association?

Mr. Gramam. No, sir.

Mr. Chairman, we are here to respectfully ask you to approve the
Trade Agreements Act as it is and to have it extended for 3 years.

In April of 1934 our association approved this act and we have
found, after a study of the past 8 years, that it has been of great ad-
vantage not only to our industry but we think to general business in
the country as a whole. For our own particular industry, I wonid
like to say that in '29 we exported approximately a million adtomo-
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biles. In 1932 that dropped to 180,000. It has since risen to where
this past year exports were.in excess of o half a million cars. For our
company, which is one of the small companies in the industry, we ex-
ported approxxma.tely 10,000 cars in 1929, and this dropped to a low
1n *32 of slightly over a thousand a.utmnof)ilos, and this past year our
position has improved to where we will export—we did export—
around 4,500 to 5,000 automobiles. "

Now we feel that if the Trade Agreements Act could be carried
on as is for the next 3 years it would not only help the automobile
"mdustrfr but general industry and agriculture as well, and with that
in mind we would like to submit our brief, with the idea that it will
be favorably passed upon.

Senator Kina. It will be received.

Mr. Granam. On April 30, 1934, the automobile manufacturers,
then the National Automobile Chamber of Commerce, submitted a
brief to the Senate Finance Committee in support of the bill which
established the present trade-ngreements program. After nearly 8
years of }')rogress under the Trade Agreements Act it is felt that the
record of improvements in the foreign trade of the United States
warrants continued support of the program without amendment,

This legislation is favored because we believe that increased for-
eign trade has been a great aid to the improvement of domestic con-
ditions, and that it will continue to be so. We feel that employment
will continue to increase, as it has in recent years, coincident with the
incrense of both exports and imports, and that American agriculture
and industry will benefit still further from these improved condi-
tions with the extension of the trade-agreements program.

The automobile manufacturers believe in the expansion of foreign
trade, both incoming and outgoing, with the least possible restric-
tion, and equality of treatment as belween trading nations; and that
the negotiation of trade agreements in conjunction with the generali-
zation of concessions under the most-favored nation clause is of
demonstrated value in the promotion of such trade.,

We believe that the export of American manufactured goods
should be maintained for the diréct and positive advantages that
result. The export of American agricultural products should also
be promoted so that the farmer may raise more and more and sell
more, increasing his standard of living and becoming, in conse-
quence, a better customer for. manufactured goods. The import of
goods Into the United States should be promoted on a competitive
basis in the interests of the consumer, and so that adequate purchas-
ing power is correspondingly created for vitally important exports.

The mutual lowering of tariff barriers between countries is neces-
sary to these ends, ' o S ‘

he board of directors of the association, slready on record as
favoring the objectives of the trade-agreements programn, on Mavch
12, 1935, approved the following resolution endersing, the mest-
favored-nation policy of equality in treatment:

Whereas an inerense in our foreign . teade s an essentinl element tn Lhé
attajument of domestic prosperity. and cannot ba achieved wnless the flow of
n‘nﬂ;‘ I materially fuereased among all nations in the broadest sense of the
word | ) o '

Whevreas this trade iz of suchi o' chavactor that vxnct balancen: between courn-
tries connot be achieved without serions reduction .in the tetal velume of
trade unless most-favored-nation treatment be glven nnder reciprocal-trade-
agreements to all other nations 'ﬂw‘ni'&ing ns simdlar treatment ; '



EXTENDING RECIPROCAL TRADE AGREEMENT ACT 819

Therefore the board of directors of the Auntomobile Manufacturers Associa-
tion commend the Government of the United States for the thorough and
cffective work it i8 doiug In consummating these reciprocal-trade agreements
with these broad objectives in view. . } . )

In spite of the good record thus far made in the negotiation of
trade agreements with foreign countries, it is our feeling that 8 years
is too short a time to reap the full beneiits of these policies and that
further benefits will increasingly become apparent,

The Automobile Manufacturers Association believes that the
further improvement of the foreign trade of the United States can
best be realized by the continuation of the Trade Agreements Act as
provided in House Joint Resolution 96.

Senator Vaxpenpere. Mr. Graham, before you leave, what coun-
tries are the chief buyers of automobiles?

Mr. Gramam. We grashipping in our own particular case to 77
countries of thesWorld, nldeay that South Africa i3.a par-
ticularly gogd'country, South Americ#dg a good country. We have
many cogintries in Kurope, for example,*jjke Holland, We have
pfisiness in Sweden, jmNorway. We abg not shipping to Ger-
¥; a8 you know, hecatge of embargoes. Q;%tre not shipping to

fice in large.qilantity Because ¢f quotas. .
enator \%R%ENM%G. Ex uﬂsq,cfi%r—perlmps I can simplify it for

u, This §g what Ivould [1k8 to know-#Are thereigny figuves avail
le to show LoW otip éxport tuade in ;ﬁ?%%wbiles hep 1yncreased from
g 929 to 1936 in all 6,#3%@ vatjous countries identified, so that we
gan see what the eﬁ'@t is on your gxport grade bothéin trade-agree-

gment coufiteies and ‘gonfgude-ag ,ema;gg] guntries?
§ Mr Gipmama, %%”%Qd to s (;g]it that,

‘ : wd we can give
@t to you gow or we can giye.it-tg you later. G

a rq?ﬁesqggd wild be }oyndmat the close of
3 6"" “ tm/‘f e S5,

Mr. Graham’s

3 18t
iy, o

ANpENBERG. P 1t inghe recopil.

Mr, Grazam. Yes, g8
Spnator KI_NQ,M
Wedge, will

nfort 1;igﬂ§&althou0 have a general
1e of the commodjfies that are required
in the anufacture of autéifiobiles, starting ig#with stecl and iron, of
courss. anese in the production, ang#tonl in the production,

and leather"tggd the various oils, and gy o
Mz GRAIXAM]MI‘HI&H itdedfitoresting to know that in 1929,
-when we exported a omobiles, that meant 800,000 tons of
steel, that meant 5,000,000 tires, that meant 22,500,000 square feet of
plate glags———m :

Senator Kine. And tires—pardon the interruption—a great deal

of cotton is used in the manufacture of tires?

Mr. Granam. And I was going into that.

Senator King. Yes. ‘

Mr. Gramam. That in every State in the Union there are raw
materials that comprise the sutomobile, whether it is copper, glass,
steel, wood, and that every State benefits. We have, for example,
plants, suppliers, from every State in the Union, dependent upon the
automobile.

Senator King. And in the production and manufacture of those
commodities which enter into the construction of the automobile a
large number of persons axe employed, and as they ave employed
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the more commodities they purchase, whather it is butter or lard
or any of the commodities that are required for human consumption.

Mr. Graman. I think, Mr. Chairman, that you can readily see what
the increase from 180,000 to 500,000 production in export means to
the prosperity of the farmer alone. Let us take a few illustrations
or cases of his prices. After all, the automobile industry, being one
of the largest in Amerjca, must first consider domestic prosperity,
because, after all, our prosperity at home must come first.

With the inerease in automobile production which meant millions
of dollars in labor and in materials of all kinds, we find farm prices
today taking an important part in helping the general situation.

For example, just about 3 years ago we had hogs at $2.75. We
had cattle at $5. 'We had wheat at 35 to 40 ceuts a bushel. We had
corn at 18 to 20 cents a bushel.

Now, let us look at the situation today. Right now we have dollar
corn. - And I am farming in southern Indiana, down near your
section, Senator Barkley, and have been for 25 years, and know some-
thing about it. We have got a dollar for corn. 'We have got $1.25
for wheat. We have got $10 to $12 for hogs, as against the $2.75,
and so on down the line.

In regard to cheese, I happen to have two checse plants on my
form, and it just so happens that 3 years ago American cheese sold
at 8 cents and now it is 15 to 16 cents, or just double, and I think
that a great deal of that is due to the fact that we have industry
started and that we are selling to the rest of the countries of the
world and putting more men to work. And I want to say, for the
farm organizations—and I belong to several—as I have often brought
out, that the clients of some of these associations are not only the
farmers themselves but their customers, and their customers ave the
men working in the plants, and if, through an exchange of goods
throughout the world, we are able to take some of the products that
those countries excel in and in turn sell them the products that we
excel in, then there surely is an op%)ortnnily for greatly expanded
business, and the spirit of good will that we will crente by such a
program, contrasted to building up high tariff barriers and trying
to close ourselves in and excluding the rest of the world, certainly
brings out a fine and far-reaching and bumanitarian program that
you would not get with the other.

T think from an economic standpoint the work of the last 8 vears
in this direction shows our position greatly improved, shuws that the
farmer’s position is greatly improved, and for that reason we are
anxious to have it continued as is for the next 8 years,

Senator Kina. Thank you for your exposition,

(Mr. Graham subsequently furnished the following data:)

United States cxports of automotive products, years 1934, 1935, and 1936

1204 valuo | 1035 valuo | 1930 valuo

P, 2818, $77,789,861 | $04, 510,787 ' $108, 024, 354
Trucks. ... 44,089,170 | 50, 466, 406 54, 854, 366

Total. ... 121,852,481 | 144,907,168 | 157,878,620
Total ant (Including parts for 117 1 101, 200, 150 | 229,012,600 | 242,360,022

Bourse: Automotive-Aeranautios Trade Division, U. 8. Department of Comercs,
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United States cxports of automotive products

1929 $565, 821, 343
T3 87, 306, 121
1983 07, 826, 237
1934 ) 191, 209, 150
1936 T 229,012,606
1936 242, 360, 022

Bource : Automotive-Aeronautics Trade IMvision, United States Department of Commerce.

United States coports to some of the countrics in which conditions are fuvorable
_for the importation of American motor vehicles?

{IPavorable]
Conntry 1934 value | 1935 value | 1936 value

Ary entinn ane 48, 234, 708 $7,176, 865 $8, 058, 578
..... 190, 009 493, 191 567,164
8,010, 448 0, 495, 630 0,973, 148

5 818,b18 ) 463, 024 6,311,

, 833, 644 2,400, 650 7,718,
..... 2,872,183 1,619, 1, 320, 150
1, 586, 057 1,968,739 2,984,118
1,442, 553 3,185,107 3,744,354

, 867 0, 357,1

2,109, 264 4,107,981 3,370, 047
363, 201 499, 56, 180

148, 077 489, 302 3
5,342, 133 4,244,814 4,697, 038
4,387,319 7, 874, ¢ 8,714, 546
1,450, 480 1, 703, 630 1, 588, 659
2,370,176 , 200, 2,034, 434
1,010,070 1, 568, 633 1,619, 630
308, 405,776 421,878
2, 645, 005 3,562, 567 4, 546, 605
1, 481,056 1,079, 375,001

101, 301 757,781 797,
) 085, 543 2, 238, 139
’hllipp(ne Islands. 3,007, 469 3, 440, 026
Portugal . , 068, 841 1,058, 878

6, 608, 843 7, 269,
yrin.. 607, 342 360, 842
Turkey 0602, 479 626, 121
Union h A 18,132, 993 23, 550, 820
Uulmd Kingdom - . , b, 866, 517 7,393,371
....... 1,009, 219 2,028,700 3, 558, 400
Total 81,044,726 | 100,283,935 | 119,804,081

1 Qomplete vehicles only.
Source: Automotive-Aeronauties Trade Division,
United States coports to some of the countries in which importation of American
motor vehicles are reatiicted?
[Restricted)

Country Typs of restriction 1934 value | 1936 value | 1936 value

$7,831, 147 |$11, 685, 447 | $10, 069, 412
944, 609 y 68 $o.

3 3 447, 448
127,460 180, 874 43, 304
03, 696 152, 464 120,417
703, 672 950, 087 934, 400
2,041,270 | 1,502,743 1, 648, 877
230,457 462, 131 442, 606

86, 816 788, 930 063, 028
490, 544 730, 898 524, 38 0,;

British preference. 104, 621
Quota and monopol 1,821,771 | 2 000, 150 2 332. 481
Automobile mancpoly , 770, 7, 655, 407 6,350, 186
Import Itcemn ) 17,013
2, 142,732 206,912
12, 24,91 16,
1,831,436 | 1, 600, 282 1, 876, 843
) 748 061, 822 005, 180

1
1,354, 083 883,338 1,189, 330
28,874,300 | 20,847,583 | 27,670,420

I

} Complate volioles oply.
8ource: Automotive-Aeronautics Trade Divisiony
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United States ewports to some countrics in which the importation of American
motor veldeles s definitety unfavoradle?

{Definitoly uafavorable}

Motor vehicles

Country Type of restriction
: 1634 value | 1036 value | 1036 value

Importation of passenger cars prohibited. . $23,167 $60, 217 $70,033

Bl QUOA v e ve e cmnenaan 24, 608 34, 282 71,463

Bulgaria. ... -] Compensatory export requiroments. . . 20, 768 37, 202 72,103
Ozechoslovakin. . 59, 178 126,117 , 339
Lstonin... .| Tmport lconse. 71,962 138,074 125,168
Fronch Intf French preference....... 136, 166 203, 212 139, 328
High duty and exch 519, 766 614, 675 104, 664

Import permit. K, 068 20, 282 9,416

Clovernirent 41,631 12, 966 780

sirall auota.. . w0, 219 133, 645 573,762

High dnty and exchange. . 342, 145 724, 284 418, 680

Tmport Hoonse. .. _..oo.ooue. ... N 41,741 114, 652 92, 645

Compensatory oxport requirements. . ), 103 128, 80D 264, 576

Internal situation and quoty. . J067.892 | 3,008, 167 1,063, 034

Exchange permits...... 41, 744 125, 050 81,813

4, 70)4,(‘;; T&i;i;;w 3,838, 101

1 Qomplete vohioles only,
Source: Automotive-Aeronantics Trade Diviston,

Mr. Frank Wheeler, of New York City, National Association of
Manufacturers.

STATEMENT OF FRANK R. WHEELER, REPRESENTING NATIONAL
ASSOCIATION OF MANUFACTURERS

Senator Kixe. For the record, just state your name and repre-
sentation. ’

Mr. Waerrrr. My name is Frank R, Wheeler. T am treasurer of
the Rossie Velvet Co., of Mystic, Conn. I am here as a representa-
tive of the taviff committee of the National Association of Manufac-
turers to express the collective views or concensus of opinions of onr
membership on the proposed extension of the Reciprocal Trade
Agreement, Act.

Also, T wish to state that I do not intend to discuss any particular
trade agreement, but solely the general principles involved, since the
time that has elapsed from the signing of many of these agreements
has been too short to enable anyone to finally judge whether or not
either increased exports or imports, or both, has been the result,
Nevertheless, data thus far avai{:tble indicates that during the period
of January to Novmber 1936, as compared with January to November
1935, imports increased 17 percent in valus, while exports increased
only 8 percent. The actual increase in iraports from nations which
we have reciprocal trade agreements with during the period January
to October 1936 were 23 percent over the same preceding period,
while our exports to these countries increased 12 percent,

In this connection I wounld like to point oul that it is almost a
Bllysical impossibility to determine whether or not we are securing the

nefits we anticipated when we made these agreements, since the in-
clusion of the upzonditional most-favored-nation clause in an agree-
ment immediately enables all countries with whom we have such
treaties to benefit from the concessions we make to the other contract-
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ing party, and likewise any concession that we might secure is granted
to all other countries subseribing to the unconditional most-favored-
nation clause. Due to the fact that complete figures on imports are
not issued in sufficient time, it is impossible to segregate as yet the
trade affected by these agreements in order to have some sort of &
measuring stick wherein we could determine whether or not a par-
ticular agreement was beneficial to our interests.

The National Association of Manufacturers is heartily in accord
with the general objective of the proposed legislation, which is the
expansion of foreign markets for the products of the United States,
which in turn will help to increase the purchasing power of the
American public and will tend to establish and maintain a better
relationship among the various branches of American agriculture,
industry, and mining,

The principle of reciprocity in international trade has been con-
sistently advocated by the National Association of Manufacturers for
over 40 years. Since 1ts organization the association has clearly recog-
nized that reciprocity is a vital principle in our trade with other
nations and that it must become one of the essential clements in our
foreign commerce,

In 1895 the National Association of Manufacturers stated that—

The principle of reciprocity should be embodied in national legislation in
aecordance with the reqairements of equity, so that reciproeal trade relations
between the Unlted States and foreign countries may be developed and cxtended
ag far as practicable,

Throughout the history of the National Association of Manufac-
turers this viewpoint has been reiterated time and time again; and in
regard to the proposed extension of the Trade Agreements Act of
1934, the National Association of Manufacturers is favorable to this
extension, provided that certain modifications are made in the act
which it be}ieves will make for truer reciprocal burgaining and would
likewise make the act more effective in the objectives it seeks to
promote,

Seuator Kine. Do you suggest in your address there something
about those

Mr, Waeerer. Very definitely, Mrv. Chairman,

The 1936 Congress of American Industry stated as follows its basie
position on reciprocal tresties:

“We believe such agreements should be negotiated with specifle countries, with
corresponding benefits to both the United Stutes and the foreign country involved,

It is our belief that the following provisions must be incorporated
in the act if we are to achieve this gonﬁ). '

First, there should be included m the act a specific provision which
would assure American employees, farmers, manufacturers, and others
who might be affected by an agreement that they they would get at
least 8 months’ advance notice of intention to negotiate and of sub-
jects to be considered, to adequately permit them to prepare and
submit argunients in support of their contentions.

We ave of the opinion that the poople whose interests might be
in jeopardy are those who should be given first consideration in these
matters, and that they should be given definite indications as to
whether or not their products and entorprises will be affected. .

Recently a new procedure was ipaugurated by the State Depart.
ment, in that an informal notice of intent to nogitiate with Eeundor
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was made substantially prior to the issue of the formal declavation.
This is iv accord with the belief expressed by many Senators at the
time the act was under consideration in 1934. Senator Royal S.
Copeland declared that he was of the opinion that “any interested
industry was to have advanced notice of intention to make a change
in the tariff. It was understood that there was to be a hearing under
such circumstances.” We believe that such a procedure should be
definitely stated in the act itself, in order to provide ample time
for American producers to prepare their case, and that advance
information of the specific items subject to consideration should be
given,

° Secondly, on account of the chaotic and ansettled conditions thut
exist in the field of international trade and finance and the possi-
bilitics of further currency depreciation and its attendant disloca-
tion of trade as a result, the act itself should provide for incorpora-
tion in each agreement of a currency protection clause—similar, for
example, to those now included in the Finland, Costa Rican, French,
Belgian, Canadian, Swiss, Netherlands, Bruzilian, Nicaraguan, Gua-
temalan, and Houduran agreements.

The French agreement provisions, for example, read as follows:

In the event that n wide variation ocenrs in the ente of exchange between
the currencies of the United States of America and Fraunce, the Govermment
of either country, if it considered the variation so substantinl as to prejudice
the industries or commerce of the country, shall be free to propose negotia-
tions for the modification of this agreement or to terminate this agreement in
its entirety on 30 days’ written notice.

It is imperative that such a provision be included in every agree-
m.ut, and as a corollary to tlhus it is extremely desirable that close
attention be paid to wide movements in foreign exchange which
would be injurious to American producers as a result of such cur-
rency disorders,

Senator Vanpensera. Has that clause been left out of any treaties?

Mr. Warecer. To my knowledge, this was the only one which
specifically made the provision, Senator.

Senator Vanpennere. I thought yon read quite a list of countries
in which you said provision was made.

Mr., Wurerer, Well, the language, I believe, which is taken only
from the French agreement, is as specific as this. I would be glad
to furnish information on that poiné if you wish,

Senator Vanoensere., All right,

Mr. Waeerer, In the case of France, since the signing of our
trade agreement with them, their currency has been depreciated
approximately 30 percent, from 0.0659 cont” on September 25, 1036,
to 0.0466 cent on February 10, 1937, and it is quite evident that
this has given French producers an increased advantage at our
expense,

‘here has been much discussion as to whether or not these trade
agreements should he ratified by the Senate. I am not a lawyer and
do net intend to make any detailed analysis of this phase of the mat-
ter, but it seems obvious that if the agreements are legally regarded
as treaties it is necessary that they be submitted to ihe Senate for
ratification. Presumably, on the other hand, if they are merely
executive agreements, then such Senate ratifications might be re-
quired, but would not be mandatory under the Constitution.
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In this connection it is interesting to note that of the 15 agreements
that have been signed to date, at least 4 definitely provide for legis-
lative ratification in the foreign countries, while 9 others are belioved
to require such ratification under their own constitutions. Appar-
ently in connection with only two of the agreements, Belgium and
Cuba, is foreign legislative ratification clearly unneccessary.

We do not urge that all tariff agreements should.be referred to the
Senate for ratification, but suggest for your consideration the advisa-
bility of providing in the extension act that if the foreign nation
stipulates that its approval is dependent upon legislative ratification,
that we should in such cases provide for Senate ratification.

Another matter of serious import, is the fact that in several trade
agreements the negotiators have definitely restricted, or attempted to
restrict, our internal taxing power. Ior example, in the agreement
between the United States and Colombia, article 11T reads as follows:

Articles the growth, produce, or manufacture of the United States of America
or the Republic of Colombia enumerated and deseribed in schedules I and I,
regpectively, shall, after importation into the other country, be exempt from
any national or Federal internal taxes, fees, charges, or exactions other or
higher than those ¢ wposed by laws of the Republic of Colombia or the United
States of Amerlea, respectively, in effect on the day of signature of this
agreement.

In the agreement with the Netherlands there appears the following
in schedule IT:

No Federal internal tax in excess of the rate of 3 cents per pound now pro-*
vided for in section 60214 of the revenue action of 1934 shall be imposed in
the United States in respect of palm oll the product of the Netherlands or any
of its overscas territories, )

An article gimilar to the one included in the Colombian agreement
also appears in our agreement with Brazil.

Secretary Hull specifically indicated before the House of Repre-
sentatives in 1934 in the hearings on the original Reciprocal Trade
Agreement Act, page 9, hearings before the Committee on Ways and
Means, House of ?{eprt»sentabxves, Seventy-third Congress, second
session, on H. R. 8480, that no action was contemplated with respect
(o purely internal excise taxes, and it seems clear from the discus-
sion that it was not the intention of Congress to grant any authority
over purely internal-revenue exactions. Nevertheless, the three pro-
visions so referred to above clearly constitute & promise that there
shall be no new taxes or no increase in domestic tax rate on the
products enumerated, in the agreement,

It is true that a few lawyers have maintained the treaty power
may be used to abandon Federal powers by treaty, but even if this
should be done Senate approval would be prerequisite. When such
abandonment is promised by executive agreement, it seems clearly
beyond the executive power, cortainly without previous approval by
the Corgress, particularly of that branch which must initiate rev-
enue legislation.

It is quite rlear that hercunder the trade agreements we are ac-
tually delegating control over our internal taxes, and it is our con-
tention that Congress did not intend to delegate such a sweeping
power to levy or a(gust or modify excise taxes by means of this Trade
Agreement. Act. Such provisions should not be included, and in
those agrcements where they now appear they should be abrogated
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at the earliest possible moment. The act itself, moreover, should, in
our opinion, be modified so as to prohibit such internal tax control in
reciprocal agreements,

The Trade Agreements Act in its present form is administered on
the principle tﬁ,m; the agreements concluded thereunder should be
made on the unconditional most-favored-nation basis; that is, that all
concessions granted in the agreements shall be extended gencrally
to all nations who are not discriminating against American com-
merce. At the present time only two countries are in the class of
those who cannot receive the benefits of concessions, Germany and
Augtralia.

We are not in agreement. with this princi%o. We believe that the
continuance of the unconditional most-favoted-nation provisions is
inconsistent with the theory of reciprocal tarvifls. They extend the
benefits of reciprocal tariff provisions to those not parties to the
agreements, giving the benefils and getting nothing in return. We
continue to believe now as we did in 1895 that:

The sbasis upon which reclprocity rvests s the slmple business principle of
demanding an equivalent favor for every concession granted or offering a con-
cessilon for every favor we ask.

We do not wish you to believe that we are opposed to the nneondi-
tional most-favored-nation stipulations in the negotiation of commer-
cial treaties. The National Association of Manufacturers in 1925
approved of the adoption and maintenance of this policy, but pointed
out the fact that the unconditional most-favored-nation clause does
not necessarily prevent tariff discrimination against American prod-
ucts through classifications and import restrietions.

I might say parenthotically here, Mr, Chairman, that I think that
wasg llustrated in Mr. Graham’s statemont in regard to France.

We then foresaw the possible vepercussions and dangers of the
maintenance of such a policy when international trade conditions and
foreign exchange were relatively stable. The chaotic situation that
has existed since 1929 in this field niakes the problem still greater.

We are in favor of unconditional most-favored-nation clauses. We
are in favor of reciprocal tariff agreements. We are not in favor of
the Lwo together.

The argument in favor of using the conditional most-favored-na-
tion elause in conneetion with reciprocal tariff agreements has been
well expressed as follows by the United States Tariff Connnission,
composed of such experts as Dy, I'. W, Taussig, Dr. Thomas Walter
Page, and others, in its special 1919 Repoit on Reciprocity and Com-
mercial Treaties, page 42:

The evidences show that the conetusion of reciprocity treaties i3 likely to lead
to claims from States outside the agreement, which, if granted, wilt defeat the
purpose of the treaties, and which, if not granted, occasiou the preferving of a
charge of disloyalty to treaty obligations. The practice of mukiug reciproeity
treatics requives the conditional construction of the most-favored-untion clause,

There is a real question, moreover, as to whether we actually get
the benefits from the unconditional clauses which we ave supposed to
get.  Thus, Prof. John Donaldson, of CGieorge Washington University,
economist with the United States War Trade Doard, 1918 to 1919,
and rescarch divector for the President’s speeisl advisor on foreign
trade 1934 to 1985, states in Social Science, April 1985, pages 146-149:

Such treaties were and are most frequently either “honored” in
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the breach or kept from full and real effect by various devices which
may represent sophistication but which have not in the past appealed
to the American sense of consistency. * * * One device is the
insertion in most-favored-nation treatics of various kinds of restric-
tion clauses. One very common type of restrictions is the exemption
of bordee trade. Another is the specification in the most-favored
treaty of lists of commodities to which the most-favored nation
principle is applicable and lists to which it is not. Moreover, it is
a common, if not always avowed, practice in Xuropean and other
countries to consider quotas and exchange controls and other quanti-
tative restrictions as being outside the scope of the unconditional
most-favored nation, which robs the principle of proper force and
meaning.

Other devices for preserving the unconditional most-fuvored
nation policy in nnme, getting the benefits of violation of its true
spirit in practice, arve even less satisfactory. They are used else-
where, but 1 doubl if we care to use them. Thus country A, a
European manufacturing nation, makes an agreement with a coun-
try elsewhere, country B, and the latter gives a rate reduction on
automobiles, but makes the concession exclusive in practice by speci-
fications which cover only automobiles made in A, and not in the
United States, and thus preserves a pretense of unconditional most-
favored nation. Do we want that kind of deal? * * * T question
whether American policy should resort to such devices. But without
them, a study of the facis of trade reveals that either the uncon-
ditional most-favored-nation principle cannot be preserved, or the
reciprocal trade agreement program cannot be made substantially
effective either in stimulating American imports, or, as ths act

rovides, both imports and exports. The two policies are inconsistent
in principle and in good practice.

he distinguished Secretary of State in his letter to this commit-
tee advocated reciprocal tariff agreoments as a means of eliminating
“international economic warfare.” But there is real yreason for doubt-
ing whether the unconditional most-favored-nation clauses actually
increase agreements contributing to this end. Thus Professor Don-
aldson says:

Under the unconditional policy our barguaining power will diminish. If we
conclude a trade agreement with Zulu, in which, in retura for a concession
from her of {ariff-rate reduetion on our mousetraps, we reduce our tarilf rate
ou her coconuts to us, Timbuetu will not be disposed to give us concesslons or
perhaps even {o negotiate with us at all, because she will get the same rate
reduction on her coconuts automatically.

Our bargaining power would be reduced even in the beginning.,  Zuln would
be nonchalant about our mousetraps, or even about any negotiations at all, in
the thought that if she only walts, Timbuetu will arrange the coconut matter,

Seuator Kina, Those are rather dark regions in which to predicate
a determination of this question, are they not?

Mr. Waeerer, But, anyway, evidently Professor Donaldson selected
them for obvious reasons,

Senator Vanornnere. We arve dealing with a dark subject.

Senator Barkrey., Will this shed any light on it#

Mr. WagrLes. T think it does,

The idea of setting a shining example scarcely seems to apply to the world

of renlities about us, nor does there seem much hope that we can by such a
policy enforce other natious’ general most-favored-nation commltments, to us
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any better than we ean cuforce them now. It would be trite to review here the
hosts of speclal restrictions and speclal deals affecting forvelgn trade almost
everywhere, from quotas and exchange controls to agrecments concerning them ;
these are indulged in, in one form or unother, by practically all the couniries
having most-favored-nation commitments with us—they do not mean to dis-
clrlmlnnte against ug; they just have their fingers crossed when we try to tag
them,

In summary we believe the Reciprocal Agreement Act should he
extended, but that the act should be amended to include the following
provisions:

First. Definite requirements of at least 8 months’ advance notice
to, and oplmrtunity for hearing by, interested industries, workers,
and agriculturists.

Second. Senate ratification to be essential where the foreign nation
provides for legislative ratifieation,

Third. Provision that agreements shall make no restriction as to
our internal tax rates.

Fourth, Provision that each agreement should contain a provision
providing protection ngainst substantial currency changes,

Fifth. Definite divorcement of unconditional most-favored-nation
clauses from reciprocal agreements,

Senator King. Mr, Wheeler, what manufacturing associations gen-
erally does your organization represent ?

Mr. Wneerer., We represent every type of manufacture in the
country, Mr. Chairman, I am informed that there are directly
something like 3,000 members and throngh affilintions some 40,000
additional.,

Senator King, Does your organization represent what might be
called the textile manutucturers and manufacturers of clothing?

Mr. WareLer., That is correct. ‘

Senator Kina. And glassware and cement and all those organiza-
tions?

Mr. Wuaerrer. Yes, sir.

Senator Kina. Thank you very much.

Senator Barkirey. Does your statement here represent the con-
sensus of all of the membership of the American Manufacturers
Association ?

Mr. Wuerrer. It does, Senator.

Senator Barkrey, Or only a special group?

Mr, Waerrer. It does, sir. It represents the consensus of opinion
as typified by its tariff committee.

Senator Barkrey. How was that consensus arrived at?

Mr. Wazrrer. Well, as T understand the operation, the tariff com-
mittee is charged with the responsibility in regard to tariff matters.

Senator Barxrry, You have not taken any census of the members
to determine how many of them agrcs to your suggestions?

Mr. Waeerer. I cannot answer that question, %ut I can furnish
you with the information.

Senator Kine. How are you enabled to come here and speak for
your association ¢

Mr. Whrprer, As a member of the tariff committee. The chair-
man, unfortunately, was unable to be present himself,
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Senator Barxrey. Who is the chairman of it?

Mr, Wasges, Mr, Derby. .

Senator Barkrry. How many members of that committee?

Mr. WueeLer, There are 25.

Senator Barxrey, What industries do they represent?

Mr. WuzerLer., I haven’t the list available by memory, Senator,
but I will be glad to have it furnished.

Senator Barkrry. Yes; put it in the record.

(Subsequently the following was subinitted :)

N. A. M. Tamiry Commrrire, 1036

H. L. Derby, chajrman, New York, N, Y.; president, American Cyanamid &
Chemieal Corporation,
HHenry Abbott, New York, N, Y.; president, Calculagraph Co.
Paul N, Anderson, Jamestown, N, Y, ; president, Duhlstrom Metallle Door Co.
D. B, Bates, Lansing, Mich, ; president, Reo Motor Car Co.
Henry 8. Bromley, Philadelphin, Pa.; president, North Amerlcan Lace Co.
John J. Conway, Bridgeport, Conn,; first. vice prestdent, The Acme Shear Co,
I8, G. Davies, Easton, Pa.; vice poeosident, C. K. WiHliams & Co.
A. I, Eastwick, Bridgeport, Pa.; prestdent, James Lees & Sons Co.
Harold P, Edgar, Metuchen, N. JJ.; president, Edgar Brothers Co.
M, H. Bisenhart, Rochester, N. Y.; president, Bauseh & Lomb Optical Co.
1. C, Rverest, Rothschild, Wis,; vice prestdent, Marathon Paper Mills Co.
Wirt Franklin, Qkluhoma Clity, Okla.; president, Wirt Franklin Petroleum
Corporation,
(. L. Gairoard, Newark, N. J.; sales manager, J. Wiss & Sons Co.
wr‘lrunk‘ R. Henry, Dayton, Ohlo; vice president and secretary, Simonds Worden
iite Co.
‘John W. Hooper, Brooklyn, N, Y.; comptroller, American Machine & Foundry

s

'I. Frunk Kendrick, Germantown, Philadelphla, Pa.; secretary, James R.
Kendrick Co,, Inc.

p J. L.‘ Knipe, Lancaster, Pa.; asslstant madager foreign operutions, Armstrong
Cork Co,

A, 1. Mallon, Minneapolis, Minn.; vice president, Pillsbury Flour Mills Co.

Roy C. McKenna, Latrobe, Pa.; president, Vanandium-Alloys Steel Co.

I1. G, Metcalf, Auburn, N. X, ; president, Columbian Rope Co.

Willlam L. Monro, Pittsburgh, Pa.; president, American Window Glass Co,

W. W. Nichols, New York, N. Y.; assistant to chairman, Allis-Chalmers Manu-
facturing Co.

W. I Penny, Auburn, N. Y.; president, Cayuga Linen & Cotton Mills, Inc,

George Royle, Jr., Philadelphia, Pa.; treasurer, George Royle & Co.

Taylor Strawn, Chicago, 11l ; vice president, Blgin Natlonal Watch Co,
¢ (;;&uy A‘ Wainwright, Indianapolis, Ind.; president, Diamond Chain & Manufac-
uring (o,

Stanley Willlamson, New York, N. Y.; Union Carbide Co.

Juliua Wolf, Philadelphin, Pa.; executive vice president, Schoble Hats, Ine,

. K. Woodbridge, New York, N. Y.} Arbuckle Bros,

J. D, Zellerback, Sun Francisco, Oalif.; executive vice president, Orown
Zellerbaeh Corporation,

o Frank R. Wheeler, 1441 Broadway, New York, N, Y.; treasurer, Rossie Velvet
Jo.

Scnator Kine. Has there been any general discussion among the
subsidiarics and auxiliaries and the larger manufacturers generally
of this question?

Mr. WaerLer. To my knowledge, there has, :

Senator Kine. What proportion of the manufacturing plants of
the industries of the United States does your organization represent?

Mr, Waerrer. I am afraid I cannot furnish that from memory,

- Mr. Chairman, but I will be glad to furnish it. o
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Senator Kinag. In the matter of output, what would you say, or

roduction? Would you say 80 percent or 90 or 60 or what? You
wave 40,000,

Mr. Wizerer, Well, I would say it represents a very large propor-
tion.

Senutor Barktxy, Does the membership of your national agsocia-
tion represent as much as 81 percent of the production in this
country?

Mr. Worrrer, T would say that that would be a reasonable esti-
mate, althongh T don’t want to hazard a guess. That is a matter
of statistical record, and T am sure it can be furnished.

Senator Kina. Generally what industries, manufacturing plants,
or organizations are outside of your organization? Tt seems to be so
comprehensive. I was wondering what it excludes or what it docs
not. exclude?

Mr, WureLer, T don’t think, Mr. Chairman, that it excludes any
particular branch of industry. As you are probably familiar, in
my own State for example, T happen to be engaged in the mann-
facture of velvets; T know that there are certain members of our
own industry who are not members of the national association, In
other words, it is very largely an individual situation. Now they
may be indirectly as a result of being members of State organiza-
tions.

Senator King. There are State organizations——- ‘

Mr. Wagrerer., That ave affiliated with the national association.

Senator Barxruy. You mean to suy that there is only one firm
of t,h(’; velvet manufacturers who is a member of the national associ-
ation

Mr, Wuerrkr, No; I don’t mean to sy that. I do know of two
firms in the industry who are not. I cannot tell you that, ont of
the approximately 16, how many there actually are,

Senator Barkrry. I thought you said it was an “individual mat-
ter”, and T thought that you meant that that individual concern
belonged to the association.

Mr, WueeLer, Oh, no; I did not mean to imply that,

Senator Barxrey. All right.

Senator King. Thank you vory much. ,

Is there any witness here who lives out of the city and is very
anxious to conclude his statement, toduy #

Mr, Puasony. T am.

Senator Xine. Or it is imperative that he appear—because we
will not be able to finish,

Mz, Peasony. T am very anxious to.

Senator Xine, What is your name, please?

Mr. Pranony. Peabody,

" Senator Kina, How much time do you want, Mr. Peabody?

Mr. Pearopy. T will try to economize in time. I cannot guess. X
there are no questions, probably 20 minutes or 25 at the outside.

Senator Kina, Is Mr, Culbertson here?

Sercraror, He said he would be here on Monday.

Senator King, Come forward then, Mr, Peabody.'
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STATEMENT OF WALTER R. PEABODY, SECRETARY OF THE
AMERICAN TARIFF LEAGUE, NEW YORK CITY

Senator Kina, For the record, Mr, Peabody, state your name, ad-
dress, and the organization you represent.

M. Pranovy. Walter R. Peabody, secretary of the American Tariff
League, New York City.

Mpr, Chairman and members of the committee, T want to confina
my discussion as much as I can to things that, as far as I am aware
have not been put in the record. T have tried to follow it, and
while I would like to supplement it in the sense of approving some
things that. have been said, I do not want to impose on your time.

Senator Kina. If you desire to submit something for the record
after you have concluded your statement, you may do so.

Mr. Peasony. Thank you.

T want to talk principally about the economic aspects of the trade-
agreements program. It 1s perfectly true, as some witnesses have
gaid, that we haven’t a long period of observation of results, but the
results that we aro able to analyze, the first returns, are I think
rather remarkably consistent,

I am sorry that this particular chart is so crudely done. Our
statistical chief has been sick, and I did this by hand last night.
But to preface and supplement as far as seems necegsary I think it
must be said without any real possible answer that the change in
our trade that has taken place since the trade-agreements program
started, the greater increase in imports than exports, but an increase
in both, cannot be primarily attributed to the results of the trade
agreemoents program, either as far ag exports are concerned or as
far as imports are concerned.

It can be said, though, I think with equal positiveness, that a
much larger proportion of the increase in imports may be attributed
to the trade-agreement program that can the increase in exports.

The topic has been touched on, but I think the chart will help
visualize it. It relates only to our agricultural trade with Canada,
9 months, taken from the Department of Agriculture bulletin, and
I think, without. reading the }‘lgures, it. will illustrate. [Indicating
on chart.] These are on absolute scales. We have reduced in our
exports to Canada duties on what amounted to $10,000,000 worth
in 1985, In 1936 the exports amount to a little less than $14,000,000.
That is an increase of $8,656,000—36 percent increase in exports to
Canada, where Canada made concegsions.

Now, here we find that the agriculture exports to Canada not cov-
cred by the agreements total almost $20,000,000 in 1935 and slightly
more than $22,000,000 in 1936, an increase of 12 percent. That is,
the agriculture exports were stimulated where there was concession.

But turning to the import side of the picture, we made concessions
on what amounted to $6,780,000 worth of agriculture imports in ’35.
In the first 9 months of ’36 that fignre has more than doubled. It
represents now $13,749,000 worth of imports, the red on the chart
representing the amount of increase, and the percentage there is 104
percent,

! Senator Barkrey, What period is that, 9 months?
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M; (]i’mnonr. Nine months. This is the last official tabulation' I
can find,

Senator Barkrey. Those figures represent the total imports—

Mr. Prasopy. Of agriculture products, These are the ones on
which concessions were made, these [indicating] where no concessions
wore made. Where concessions were not made, $37,000,000 imported
in 1935, $52,000,000 in 1936. That is an increase of $15,000,000; but
on & percentage basis, 41 fpercont. In other words, if that is char-
acteristic, even roughly, of the way the agreements operate, the per-
centage increase where concessions have geen made is much greater
than the rate of increase in operations coming outside of them, al-
though the total increase is greater for nonagreement items,

Senator Barkrey. What (hd those agricultural imports consist of ¢

Mzr., Pravooy. I have—and if it will facilitate putting it in the
record, it can be taken directly from tho table of foreign erops and
markets and put in that way—I can give you a very brief summary
of the principal ones.

Senator Barkrey, Is that & Government publication

Mr. Prapovy. This is a Government publication, Dopartment, of
Agriculture. The only thing that they did not do there was calcu-
late the percentages. I calculated those. The imports that are
listed, of concession items: Cattle, qoultry, checse, cream, cereal
breakfast foods, oats, certain vegetables, turnips and sced potatoes
and pess, fruits, fresh fruits—that is, apples, blucberries, some
others—and certain grasses that are mentioned, timothy, Canada
blue grass mu;;lle sugar, and then there is a catch-all phragse. I
could am iify the record with a more detailed analysis, but there is
that much. :

Senator Barkrry. Suppose you put in the record so much of that
table as bears on the questions I asked you.

Mr, Peanovy. I will be very glad to do so.

(The matter submitted by Mr. Peabody is as follows:)
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TaBLE A~—United States: Frports to Canada of agricultural commodities on
which duties were reduced, Junnary~September 1935 and 1936

[Comptlad from official records of the Bureau of Forelgn and Domestle Cotuinerocs)

January-Septembor
Conunodity Unit Quantity Value
11036 | 11036 1936 11030
Animals:,
JRORPURPRSTRRS § (\11Y1 SRR 123 231 $06, 000 $60, 000
[T huusaml pound. Y 26 ¢, 000 13, 000
......................... vom 212, 000 244, 000
Total ANIMAE.L Lo n e e cin cnmmnmmmamae ccvaae | ammann | aaeinan 274, 000 423, 000
Monts:
Pork, pickled or salted .. Thousand pound 307 | 2,362 43, 000 208, 000
Hams and shoulders. 101 431 44, 000 89, 000
Bacon and sidos. a8 100 7,000 14,000
Pork, canned. (Y 129 20, 000 47, 000
Pork, fresh 304 40, 000 8,000
Other menl 200 3 )() (M), 000 54, 000
T'otal monts. . 1,207 | 8,432 223, 000 477,000
Other anhmal products:
Lard (including noutral lard) . AR T 1,002 64, 000 183, 000
Bausnge casings...... ORI [ SN 712 560 219, 000 132,000
Fggs in tho sholl . . - 16 100 10,000 33,000
MISOOUNDOOUS. vusvenvmnmcannasmmnnssansmnamnnnaananen PR R 7,000 20,000
1'otal BIIMAY PrOGUCES. e s r e v vnrmmevervnssumeeenmmman e I PSR 300, 000 348, 000
Gmlns and grain produc
orn mul cornmenl [, Thousand bushel....| 2114 3381 228, 000 360, 000
Rico, cloaned euwnneeee Million pound...... 7 3 234, 000 99, 000
Wheat nml wheat flour............... Thousand bushel...| ¢ 13 108 22,000 87,000
<~- Thousand pound. .. 670 k(7] 72,000 77, 000
Hominy un(l COLM IS e ennnnaann Million pound. .au.- [} [} 136, 000 118, 000
Other. araa 111, 000 201,000
Total gralng and graln productS. coovomevcecueamnccacsesfconmnmunonanns . 803, 000 1,028, 000
Vegomblos uml prepnmtlous,
Potatoos. . ... - -~ Million pound. .a... 10 i 134, 000 274, 000
()ther lresh 4 - cmewenee] 2,280,000 2, 885, 000
Canned vegotablos. . 63, 000 96, 000
rla bles.. . 04, 000 3, 000
Voggetable proparationy. cuuueeeonesne . 100, 000 127, 000
Total vogetables and preparations. .....eeeea hwmamamnnsnn | anmnnan[-anmanue| 2 041,000 8, 445,000
Fruits and preparations:
Oranlws, (l‘wh ...... PUST wanaunaa Thousand box. 4768 ) 41,100 | 451,011, 00 | 4 $2, 621,000
F L) T, do. - 371 400 661, 000 84 7 00
Applos {0 U Thousand puuud. ..[ 86,318 187,001 149, 000 mﬂ 000
Pears, fresh do. 10, 130 | 14,823 347, 000 Mﬂ, 000
Othor fresh I csuneervamannsmannars caasasasennnmaans 1, 638, 000 2, 223, 000
Poars, dried....... U mhousund pound. .. 14, 0 19,
. Poaches, driod..eewsnns A0.ua . 82, 000 114, 000
A{nlvow, L L O A0 memsmmmen 4, V00 102, 000
Other dried and evnpnmled n‘ult........'( 0 cammmmnnnn 33, 000 48, 000
Aprh 019, canned. ¢ 1, 060 11,000
Peaches, cannod el 8, 000 8, 000
Pinocapples, canned..oovueunen wenemand 44, 000 112, 000
Othoer canned and prosorved [Z [ ( '542 108, 000 136, 000
Total frult and p 10DYciaensnnnnenvruneunosansmnas]aaeaen ~uni B, 040,000 6, 878, 000
Nuts:
POCANS. « o aeeecrinnnemmesnueenaas Thousand pound. .. 06 827 43, 000 108, 000
Other NS, . venenevnnn IO | 1) SR, 330 333 84, 000 03, 000
O MU - mmcmcmmmammccoeeeeee @0 cmeccnnans| 425 1,100 | 127,000 260, 000
1 Proliminary. .

» Cornmen convertod nt tho rate of 4 bushels of orn to 1 barrol of meal,

& Whoat flour converted at the rate of 4,7 bushels of wheat to 1 barrol of flour,
‘Jnmlm‘y to April, free ontry having been grantod under the agreement for these months only.

Ames converted at tho following rates: 48 pounds to t bushel basket, 44 pounds to 1 box, 140 pounds to
D10 i

Compiled from offictal records of the Burean of Furelgn and Domestia Commerce,
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Tasre A~—United States: Haxports to Canade of agricultural commoditics on
which dutics were reduced, January-September 1935 and 1936—Continued

[Compiled from official records of the Bureau of Forglgn and Domnestic Commerco]

Commodity

Junuary-September

Molasses. . moneeenanesanan -
Sieap, lmludtng maple......
Malt extract and sirup. o....
Fruit juices. . .........
Ffold and garden seeds. .

Nursery and greenhduse stock.
Miscellaneous items. ...o.eeen. -

Cattlo:
Wolzhhm less than 700 pounds 8
Welghing 700 poutds or over........

Total GattI0 murnanrsamasmmemcnian. |-

Poultry:
AVO.eeestimimmnacan R

DoaU T orainecni e nm e e e

TOLRL PONIELY e ceme e v

Horses worth not over $160 ench. ..
Cheese:?

Cheddar 1.........
QOther.

Vegotables:
Turnips and rutabagas. ...
Heed potatoes (white)....
Pons, groen

Total vegetables

Fraits:
Illuohorrlnq frozen

Totol frudts veencieeees e

Gnms and other forage soeds:
Cimothy. o oeeenne..
8?nmln bluegrass

L) SRR

T'otal grass, tC.....
MADIO SUEI s nv v nwee
Total

Unit Quantity Value

10351 | 1936 1936 ¢ 10361

’1‘houinnd gollon._... 212 203 42,000 48,
..... 41 35 9, 000 11,000
'l‘hoummd pound. 06 132 7,000 #, 000

Thousand gallon.... 28 509 200, 000 347,
Thousand pound. 1,209 | 3,401 204, 000 .wo, 000

PR 136, 000 200, 000
e amaveomonna 18, 000 19,000
PO RPN [T Epe we-o] 10,033,000 | 13, 689, 000
Thousand head. ... 36 76 1 1,156,000 1,174, 000
..... O evimmmmna b7 18 | 4,471,000 6, 908, 000
PR [{ NS RS 03 213 | 4,027,000 8, 141,000
Thousand pound... 8 700 4, 060 126, 000
..... meannenussann ® 169 ) 40, 000
ORI 1 SR 8 068 4,000 166, 000

s

Thousand hend. ... b 15 522,000 1, 782, 000
Thousand pound ...|cueeeonn 9, 340 1,261,000
.do 594 | 11281 , 1 53,000
504 [13 9,627 78,000 | 12 1,304, 000
Qallons. . cecanna 400 | 15,338 8 22, 000
"Thonsnnd potttid.... 308 | 2,177 33, 000 140 O
Thousand tons..... 1By 206 13 165,000 188, 000
Thongand bagshels.. 773 40 313, 000 m, 000
Mﬂlhm pound. ... 40 74 280, 000 485, 000
..... - 3 24 27,000 326, 000
- ',\‘llousund l)ound._., 53 (1] 3,000 [}
..................... 310, 00 811, 000
Th d pound... 1,040 | 1,452 48, 000 78,000
‘Thoussnd bushel... 5 b 6,000 6, 000
Thousand pound.... 88 079 0, 0tk 80,000
SRS FPTR I (S, 83,000 164, 000
Thoussnd ponpd....| 1, 074 21 357,000 2,000
110 13,000 12, 000
DU T ORI 46 1,861 0,000 105, 000
A0u e 2,182 1,608 379, 000 119, 000
cemnel0nmnciiiaaana | L0868 | 5,020 236, 000 700, 000
----- cviee] cmomaae] cecnone] 6,730,000 | 13,749,000

" Tehi

S A 1 d only those
{fore Jan. 1, 1930,

g less than 175 pounds,

Thege were not separately classified be-

T Doos rtxlot l%s‘l,udo poultry imported froe for use as ship's stores,

® Logs t

10
n
18R
5]
"

Not a concession iteu,
Excludes also Gruyere, Edam, and bi

Juty was reduced only on “oats, hul
of the item shown.

? Excludes Bwiss, Romano, Reggiano, Provoloni, Roquefort.
Included in “other’ prior to Jan, 1, 1030,

ue-mold.

Doos not inelude hay imported free durlng 1936 ﬁhnrmuo.

led, unflt for hum,

ption”,

1o ol

not

ifled be-

¥
fore Jan. 1, 1936, and during the first ¢ months of 1056 lumwd 40 poreent by volume nnd 3b percent by value
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Mr, Prasopy. I choose that one first, because that is the Depart-
ment of Agriculture’s own calculation. Following that we have
undertaken, since the agreements came out, to follow them as care-
fully as we can. When the Belgian agreement had been completed
a year we analyzed the imports in detail. We did the same thing
with the Swedish when that had heen completed for a year.

In substance, the story that is told by the Canadian Agriculture is
also told with these other agreements. There has been a greater
incrense in imports than in exports, and there has been the greatest
change in the movement of commodities where duties were cut. by the
United' States.

The summary on the Swedish agrecment, for example, shows that
at the end of the first complete year in which the agreement was in
operation our imports from Sweden inereased by slightly more than
$11,000,000, which was an increase of 82 percent, Split. up, segre-
gating the commodities where concessions in duty had been made
from commodities where no reduction was made, we find that the
rate of increase where we made reductions in duty is approximately
80 percent, with the rate of increase in the other being approximately
30. But again, in total value, the increase in commodities where
no concession was made was much greater in dollar value.

On the export side there was an increase of exports to Sweden of
$4,591,000, 13-percent increase. The inerease in exports to Sweden
of commodities in which Sweden reduced dnties to the United States
was 12 percent; the increase in other commodities 13 percent, But
o a value basis the total increased exports to Sweden on commodities
where they made concessions in duty was $184,000. The bulk of the
increase exported 4 million four-hundred-and-odd thousands dollars
was on commodilies where Sweden gave us no concession.

I could muitiply that with the story of our findings on the Belgian
agreement. 1 think you will find that it is also borne out by the ree-
ord which T understand Mr, Sayre inserted on Wednesday of 6-
months’ analysis of the Canadian agreement in full. I have not seen
the thing that he submitted, but T assume that it is the one that has
been prepared and released by the Department of State, which does
cover the whole thing, with again essentially the same story.

Senator Kive. Isn’t it true that if there had been no reduction or
no reciprocal-trade agreements with some of these countries that you
have just described our exports would have been less? With the
status quo anterior to this agreement, the time the agreements had
been made, would not our exports to those countries have been less?

Mz, Pranony. I doubt it very much, Senator. As far as I know,
there is no way of proving it, but. even in the case of Cuba our in-
creasoed trade to Cuba set in before the agresment was completed. It
was the change in economic conditions. The same was true in the
cagse of Canada. We were already moving out from the low when
the agreement was completed. And the record shows such a large
proportion of the increases was outside of concession items that I
think it is almost indefensible to maintain that the increase in export
trade is in any large measure due to trade agreements. Of course,
you can pick out a few commoditics.

I think, as a matter of record-—this is a personal opinion, we have
not_analyzed the thing so deeply—I think the automobile industry
probably has got more direct tangible gain than any other industry
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or agricultural group in the couniry, and I do not, thing it amounts
to very much. ‘i am sorry that Mr, Graham did not have and read
into the record the table that Senator Vandenberg asked for, because
I think that one would find that a considerable part of the increase
in automobile exports hag not gone to agreement countries,

Senator Geery. Have you got. any statistics showing possible effeot
of the favored-nation clause with other nations under these agree-
ments?

Mr, Pranooy. I have a long list of it, sir. If it makes no Jdifference,
I will rofer to them a few moments later, although I ean——well, in the
Belgian case—

Senator Geery, Tt is all right to refer to them later if you want to,

Mr. Pravony. This is all vight. I shall leave out a good deal of
what I have here anyway, out of appreciation for being allowed
to go home tonight,

In the case of the Belgian agreement, without reading into the
record the whole sel of figures, the increased imports from Delginm
of items where the United States made concessions in duty was
$3,880,000. That is an increase of 111 percent at the end of the first
year of the Belgian agrcement.

In that same period there were imports from other countries of
those same items which exceeded the imports of previous years by
$2,221,000,

In other words, the ihereased imports from Belgium was that figure
of $3.800,000. The increase from other countries of those same com-
modities gotting the benefit. of the rates that were granted on the
Belgian agreement amounted to $2,221,000.

There ave specific instances; for instance, some instances where
the total importation that has followed the reduction in duty has fol-
lowed from some other country than the country in which the conces-
sion was made. There are not many of those, but there are a fow.

Senator Vanpensrra., Can you illustrate that ¢

Mr. Prapony. T have no premeditated case here. T can take the
first one that comes to light on that.,

Six monthy of the Canadian agreement, reduction was made in
the duty on cobalt. oxide—no imports from Canada. Dinports to the
value of $376,000 from some other countries getting the benefit of the
reduction in duty, ,

Senator Kina, T presume that that veduction in duty which Canada
might have taken advantage of but which some other country did
enabled us, however, to ship to that other country commodities in
puﬁlment of that $300,000¢

v, Pranony. I don’t see why that would follow,

Senator Kinca. Well, we would pay for it some way, wounld we not?

Would it not be paid for by exchange of commodities ordinarily ¢

* Mr. Pranooy. May T suggest something? T am happy to get into
that, but if I do I am going to want an extra few minutes. That
opens up, as I see it, protty much the whole theory of this thing.

Senator Kinag, Let me say that it is not cash-and-carry, our deal-
ings as botween nations. It is not one-way, is it, a one-way lane?

r. Peasovy. No, .
- Senator Vanvensrrg, It ig not all imports and exports cither,
Senator King. No.
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Mr. Prasony, The other part of it are the imports and exports for

which we haven’t got the full record.
. Senantor King. However, when we were exporting as we were a
number of years ago five or six billion dollars worth of commodities
a year, the greater part of that was paid for by imports into the
United States,

Mr. Prapovy. The intangible items in the trade of the United
States have, ever sinco the %’Vorld War, represented a very a})preci-
able part of our total trade, and I think even Secretary ‘Wallaco on
one oceasion suggested that the offset might be merely idle funds, or
something of that sort, and could not be expected to be charged up to
trade movement. '

But, if you care to go on with that discussion, I should be delighted,
but I would like your indunlgence in some time then,

Senator Kina. Well, 1 think we had better limit ourselves to the
matter in issue.

Mr, Peasopy. All right, sir.

ow, the other particular thing I wanted to sPenk of again is
Luckground of what has taken place. I have not cultivated 4 acres of
tobaceo. I have done a little haying, a little potato-bug chasing,
and things like that, but T am not a farmer, But 1 have been tre-
mendously interested. I noticed in the record Wednesday, Secretar
Wallace started out his first appeal “Export market for farm prod-
ucts.” T weut as far as I could last night. If 1 had had more time
I would have gone further. '

He mentioned first cotton, leaf tobacco, wheat.

In the 14 agreements that are now in effect there have been no
concessions in duty or increased quotas granted to the United States
on cotton. Two countries have agreed not to increase the duty, two
countries have agreed to leave it on the free list, but no specific con-
cessions to stimulate the movement of cotton have been made. T was
going to ask permission to put in the record a somewhat move detailed
statement. I can amplify heve if it is desirable,

In leaf tobacco, which has been disenssed, there have been two re-
ductions in duty, Colombia and Cuba. France increased the quota.
That is all out of 14 agrecments, unless you want to count two
countries, that agreed not to increase the duty later, that is, bind-
in%agrcements. '

ur exports of leaf tobacco from the United States to all coun-
tries last year jumped from 881,000,000 pounds to approximately
408,000,000 pounds.  'T'o Colombia, taking only the period the agree-
ment was in effect—the agreement came into effect May 20, 1936
June through December, inclusive, 1935, giving round numbers here,
the detail is on the sheet—29,000 pounds, and after the reduction in
duty, 44,000 pounds, an increase of some 16,000 pounds out of the
total increase of 27,000,000 pounds.

Cuba, which gave us the reduction, the exports in 1935 zero. I
did not get the figure for 1936. The customs figures becaine avail-
able down in their own workshop only day before yesterday, and
they have to be taken off the sheets, and knowing that 1935 was zero,
I did not check, but that was under the agreement, the agreement was
in operation.

'To France, which increased its quota, the agreement becomin
effective in June 1986-—June 15—exports 6 months in 1985, 1,493,0
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pounds. The exports for the 6 months in 1936, July-December,
463,000 pounds, 1,000,000 pounds less. But that is one of the conces-
sions we offered as favorable to agriculture. It may change in
the future, of course, but for the moment the record shows there
was an increase in leaf tobacco last year, the whole of it, plus a
little more, which will have to be eredited to improved market condi-
tions where we have not had concessions made.

In wheat the picture is somewhat the same. One reduction in
duty, Canada, and one or two increases in quota, depending on how
one interprets the Netherlands agreements. Switzerland increased
its quota, and the Netherlands agreed to purchase milling wheat in
the United States equal to 5 percent of their total consumption,
“provided”—and this is quoted from their agreement—“that the
price is competitive with world prices.”

The record shows a slight 1ncrease to Canada, no exports to
Switzerland, and a fairly substantial increase to Netimrlmuls, always
bearing in mind of course that even in 1936 our wheat exports are
still nominal and the market we had once is still gone; but out of
14 agreements, 1 reduction in duty and 1 or 2 increages in quotas,

SUMMARY oF CONCESSIONS (IRANTED AND 'TRADE IN CERTAIN IMPORTANT AGRI-
CULTURAL HKXPORTS

I

Fourteen ugreements are now in effect, Agricultural exports to these coun-
tries amounted to $171,495,043 in 1935,

IX. COTTON
Cotton exports to the 14 countrios wilth which agreements are now in effect

amounted to $79,202,862 in 1035, This 1y 46.2 percent of the total agricultural
exports to these countries in 1935,

Deductions in duty 4]
Increased quotus 0
Bound duties (Cuba, Switzerland) 2
Bound on free list (Canadn, Netherlands) - 2

IIX, LEAF TOBACCO

Reductions in duty (Colombia, Cuba) 2
Increased quota (France) 1
Bound duties (Belgium, Netherlands) 2
Exports of leaf tobacco from the United States to all countries:
1985. pounds... 881, 182, 000
1986, approximately do. 408, 000, 000
The Colombian agreement became effective May 20, 1936,
HExports June-December : '
1936 pounds.. 28, 065
1986.., do 43, 640
The Cuban agreement became effective September 3, 1984,
Bxports 1035 0

The French agreement became effective June 15, 1986,
Rxports July-December
. 1935

' 1036.

pounds... 1,468, 814
do. 462, 756

i
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IV, WHEAT

Reductions in duty (Canada) -1
Inereased quotis (SWIZEPTANA) o et e e e 1
Bound duties (GUATCIIIN £ oo et e st o st e e 0

1Tn_addition the Netherlands Government agreed to purchase milllng wheat in the
United States equal 1o not less than § percent of the total consumption of forelgn milliug
wheat in the Nethorlands “provided that the price * ¥ * {5 competltive with the
world price LI A

Exports of wheat from the Unifed States to ALL countries:
B e e e et e e s e e e bushels... 238, 000
B0 e - kO 1, 870, 000
The Canadlan agrecment became effective Junuary 1, 1936,

Exports January--December:

_______ bushels.. 9,501
_____ om0 D3, 041
The Hwisg agreement became effective Pebruary 15, 1036,
Exports March-Decembor:
1935 —— —— e ————— bushels.. 0
0 e e e n [LTU R |}
‘The Netherlands agreement beenme effective February 1, 1986,

xports February-Decémber
JOBB e i m—————_————— bushels.. 0
TOB0 e e - H0 e 33D, BYO

Total fnerease fn exports of wheat in 1036 over 1033, 1,046,000 Lhushels, of
which 370,739 bashels went to agreement countries which made concesstons
either in duty or increased quota,

I think I should add—I would have gone further if I had had
time to do it—I am quite certain that the record on some of the
specinlty crops would not be quite ag unhappy as those three, but
these are the three most. important agricultural produets, and it has
been represented time and time again that the trade-agreement. pro-
gram was going to be something to rehabilitate the export market
for agriculture, and they are starting with the peak, with cotton
representing 20 or 25 percent sometimes of our total exports with
nothing done.

Then, as I say, T would like to put in the record two tables, short
ones, still on the subject, but instead of dealing with commodities
they go back to the Belgian and Swedish agreements. I have here
the Swedish one. Sweden at the end of 1 year, the total change in
our agricultural exports where they had made concessions in duty
was a net, increase of less than $130,000.

Belgium, 1 year’s operation of the Belgian agreement and at the
end of the year there was a net decrease in agricultural exports to
Belgium of items in which they made concessions amounting to $182,-
000. They may not be typical. We have seen in the case of Can-
ada there wag some benefit, but to these European countries which
have beon held out as perhaps, certainly in the past, the most impor-
tant export market for American agriculture, as far as we have a
rocord to date, the trade-agreement program cannot point to any
major, or cven any considerable, improvement in {rade which can be
claimed as a fruit of the program.

AGRICULTURAL Iixronuts UNDER SwWEDISH AUREEMENT

A majority of the reduetions in duty granted by Sweden in the frade agree-
ment with the United States related to agricultural products. The net increase
in exports to Hweden of agricultural products on which duties were veduced
was $126,707. The complete story of our export trade ju these ftema 8 shown
in the following table:
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Exports from the United States to Sweden of agricultural commoditics on which

Sweden granted concessions

12 monthg onded July-—

1935 1036
Duty reduced.
RalSING e bW an .- amne . bR e $360, 424 $350, 488
(‘ereal breakmst foods:
Hominy and corn grits 0 0
Corn breakkmn foods, 30, 111 36,633
Oatmeal ...__.__ 0 0
‘Wheat bmnkmst loodq . 1,260 1,348
Cereal foods, n 2,651 2,488
Preserved fruits, jelllss, and jams. . 1, 3,226
Canned fruits:
Penches. ... 19,274 41,526 .
A Pricr»ts ...... - , 007 13,575
Pineapples.. B0, 174 110,485
Pears. 11,128 16,441
Mixed fruits for selads 8,904 17,398
Grapefruit —— 8 616
Canned soups (vi 1,806
Raked heans, and pork and beans (; d) 8 [
Grapelruit..... 2,001 13,486
Total..... - 504, 201 018,674
8 ductf tondeds: Figures only for months
A pplleq frosh: ingiurxml 0
In boxes (Jm-umy). . 50, 203 2,923
Tn barrels (January) 41, 881 59,758
Pears, fresh (December and JANUALY) ceeeevemecucnan cmonmn—. wmemmecamm—nn 28,272 44, 050
Totalwucceiccccaann ——- 116, 366 127,770
Grand total ... ....... O, e 619, A47 746,444
Net fncrease... ... evaan v m———— S 126,797

Hrports from the United States to Belgium for the first 12 months of the trade

agrceiment of agricultural commodities on which Belginm
compured with crports of the preceding 12 inonths

granted concessions,

12 months ended April-—
1035 1036
Duty rcduccd:
HONOY - oteeitcemimrmsam e $331 $3, 3831
Onbmoal, oat groaty, and flaked and rolled 08ts.. . 40, 360 11,403
Aprlcots, dried and evaporated...... 187, 370 279,617
{Qrapsfru 16,243 14, 61
Pﬂtwh&'i. drled and evaporated.... ... 9, 262 6, 98!
Pearg, fresh - 2,602 16,031
Peum, dried and evaporated 8, 240 27
Apples, dried and evaporated. 4, 266 45,676
Prunes, dried and evapommd 302,865 3, 684
Canned pork.. . 7 11,038
Canned fruit. . 231,412 318. 861
Annual quota incroased:
ard 203, 636 68,278
[ N B 01,494 106,816
Pork' Hmus and shonldc,rq, cured bacon; and Cumberland and Willshire 2,308 3 605
-------- 3
Linseod oil cako (quom wlthdmwn, spedr\l tax reduced)...... S, 2, 712, 070 2, 479,833
Total 8, 089, 089 .9 817,848
N6t AOCrOASO . m e ccmcecmesaana ——— PO RO 182, 141
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I would like to go on from there with the thought, which I do not
want to elaborate on wunnecessarily, but to leave m your minds this
point: Our import trade already, In quantitative terms, is far above
what it was in 1923-25, according to the Department of Commerce’s
own estimate, Our’export trade 1s not. I don’t think that this com-
mittee would be-—

Senator King., Are you speaking of 1923 or 19332

Mr. Pearony. Average of 1923-25. ‘The import trade is above. I
don’t have the figure here; I think for last year it was about 110.
My, Fox may know. Aund the exports somewlere around 78 percent,
of what they were in 1923-25.

We all know, it has been made a matter of discussion so often,
that part of our export trade during that period was a result of the
post-war adjustment, period in Europe. Part of it was the result of
our foreign loan policy, and if you take those two things into consid-
eration, and add to it a recognition of the changes that ave taking
place in the world today, industrial changes and agricultural changes,
I don’t think we have any basis for expecting that, by any device,
short of trying to give our things away, we can ever get our export
trade back to the level that we knew it.

We don’t want to make the kind of loans that we made before. The
rehabilitation of Kurope has partly taken place, and along with it—
and thanks to the impetus of the depression—we have had in the last
5 or 6 years a tremendous expansion of industrial experiments in
other countries, and these other countries are doing the same thing
that we have talked about and heard so much about that is happening
in Japan. They are using the most modern productive methods, an
they are importing managers, supervisors, from this country, with the
result that you have the equivalent factory set-up not only in Japan
but coming in China, coming in the Balkan States, and unquestiona]i)ly
not long distant in other countries, where the output per labor hour
is equal to, and in some cases higher, than the output per labor hour
in the United States.

The minute you get that situation, then you have something far.
different from the old arguments as we used to think of them in the
tarifl.  'We all know you cannot compare wage per hour here with
wage per hour sbroad. ,

Senator Kina. You could not a number of years ago. You cannot
now, generally speaking, ‘

Mr. Pravovy, Of course, that was used, but it was not careful,
But today—and what always should have been—you must ¢ompare,
because it is the significant thing competitively, the labor costs, and
where Japanese, using that illustration merely because it is well
known, can produce as much per hour as an employee in a factory in
New Bedford or in the South, then that difference in wage becomes
significant in the production cost and gives a competitive advantage
that our present tariff structure cannot compete with. '

You are all familiar with the recent attempt oun the part of the
textile industry to get some kind of a voluntary agreement, We had
a tariff adjustment upwards which, as T am told by members of the
industry, veally meant nothing, and so they had this commission, and
they have an agreement, which 1 hope for their sakes is successful,
though personally I am awfully skeptical about it.

.-
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But where that solves their problem for the moment, that problem
of competitive imports by labor that is as efficient as it is here is
coming up and is from not one front today but from many fronts.

Senator Kina. Your contention is that technologically they have
made improvements so that they have reached the same standard
which we have reached, and that in wages, while they are very much
less, the output ger man or per hour is substantially the same?

Mr, Prasopy. In o great many instances. I don’t want to be mis-
understood on that. I don’t want to imply that it is universally
true, but there is scarcely a month that goes by but what I hear of
additional evidence of some new trade in a foreign country that is
adopting the best methods.

Senator Kine. Without being eritical though, hasn’t the Tariff
League from its origin, and particularly during the nineties, and
during this century up to the present time, for that matter, been
very responsive to the demands of the manufacturer as well as the
importer for increased tariffs?

Mr, Prapopy. I assume it has. My personal knowledge does not
2o back that far.

aSeuutor Kine. 1t has been its object to secure higher tariffs, hasn’t
it

Mzr. Prasooy. But I think, as a matter of fact, sir, you might be a
little surprised to know what we have undertaken to do in recent
years, Those studies from which I have drawn some of these infer-
ences have been made to find out what was happening. We have sup-
pressed nothini. We have taken the Belgian agreement. We have
analyzed the whole thing. 'We are not trying to hide behind a parti-
san thing. If a tariff policy should be changed, as we see it, for the

ood of ﬁxe country, I think we would be one of the first ones to come
own and tell you so.

Frankly, much as I would like to delve into the history of that, I
have not taken the time to go back.

Senator Vanpensera. You have not discovered anything to change
your position? ‘

Mr. Prapopy. As I see it, if anything, we might be coming down—
I was coming to this; I anticipated a little. :

Senator King, Coming down not for tarift?

Mr. Prasoby. Not in terms of rates but in terms of a change in
principle. My own feeling—and this is personal, because we have
not acted formally on this—we have had a number of extensive dis-
cussions dating back ever since the trade-agreement program has
begun—the joker that is involved in the existence of the most-favored-
nation principle lies in the fact that, while a great many people, lot
us say—I take an illustration out of the air—are sympathetic to
trade with England, the tariff rate that will allow competi-
tion from England without being disruptive, would result in com-
plete devastation to American industry if that same product was

roduced in one of the newer industrialized countrics, and 1 think

1t is the fear of that that has created a great deal of the objection
to generalization,

think, more than that, that it is the recognition of the differences

in standards, production standards, that has brought us to the point

where this committee probably should be the one to sponsor a tariff

program, tariff policy, that was looking forward instead of playing
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with a bad situation, which I think you are doing with these trade
agreements, You are not facing the 1ssue of the future.

Senator Vanpensere. Do not our progressive pay-roll taxes for
social security further add to the differentinl in this international
competition

Mr. Prasovy. Tndeed they do. Yon mention pay-roll taxes; but we
are all of us faced with, many of us disposed to make, as many con-
cessions as we can in the way of wage payments which will yield a
better standard of living. In other words, internally we have been
committed to a policy of higher standards of living \vKich, translated,
mean in considerable measure more wages, additional security taxes,
and the like; and then in these trade-agreement programs you are
making agreements which can last indefinitely into the futurve. As
far as I know, I think every agreement except the Belgian provides
that when the terminal date has come it shall continue 1 effect until
such time as 6 months’ prior notice has been given. The only differ-
ence in the Belgian is tflat the terminal date is not set, unless I have
missed something there, but there is still 6 months’ notice. In other
words, if we make an agreement which is going to carry us on into
the future, we are pretty severely bound.

There was some discussion this afternoon, I think, that Congress
could override. I believe you suggested yourself that under those
circumstances you would be taking an action which would probably
plrpvoke more 111 will and feeling abroad than under any other type of
thing.

Seé;mtor Kina. I don’t think that where there was an agieement that
the United States ought to just—out of the air, so to speak—abrogate
it, but take it up and negotiate with a view to its modification or its
abrogation, just like you would with a treaty. 1 would be opposed
to the abrogation of a treaty that had been solemnly entered into
with a country with which we had good relations. I would oppose
abrogating it overnight. I would take it up di})lomaticully and try
and work out a program that would be satisiactory, and, failing
which, then, of course, if we desired to abrogate it, do so.

Mr, Pranovy. Well, of course, I inferrad that from your other ob-
servation; but the point is, as I see it, the minute that you get into
these negotiations designed to last, you are going to be awfully re-
luctant to take action; and here we have 14 agreements binding to
reduce duties, binding existing taxes, and, as pointed out this after-
noon promising to even impose internal taxes on certain 1m¥orts.
The more we do that, the more hamstrung we are to cope with the
changes that are taking place in world economy so rapidly today, that
we will be in a bad hole, ' ‘

T know—it may have been in the record, but I have not heard it—
there are what you might call escape provisions in most of these
agreements, If a third country reaps the benefit of a conces-
sion, it can be taken out—and various other things. Dut I suspect
that we are going to be tremendously reluctant to exercise those
things, and in my own judgment, again, if you are going to extend
this policy you ought to circumseribe those things to make certain
things mandatory, 1f for no other reason than to give those who do
the work somebody else to share the responsibility with,

Senator Kine. Mr. Witness, I don’t mean to say that your obser-
vations indicate the. philosophy of. the Chinese wall around the
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United States, but don’t you think that the position which your
organization is taking, and your opposition to attempts to negotiate
trade agrecments, calls for as a goal the self-sufficiency policy, so that
we would have no trade relations?

Mr. Prasopy. Absolutely no.

Senator Vanpensuxra. I would say, instead of a Chinese wall around
the country, it was aimed at preventing a Chinese standard in the
country.

Mr. Peasooy. I think that would be a very clear way of putting
it. I thank you for translating it.

Senator Kina. No; but the reason I asked you that——

Mr. Peasovy. There is no thought in this opposition at all of
decrensing trade. I think that, as T stated in the beginning, the
trade-agreement program has not resulted in increase in trade, but
that results of increase in trade have come primarily from other fac-
tors, T think it still will be true, and that more than anything else
stabilization in world currencies and stabilizing our monetary activi-
ties will rchabilitate trade.

Senator Kine. I thought you were emphasizing the fact of in-
creased productivity of Jabor in other countries and the develop-
ment of technology in those countries.

My, Prasopy. And T would like to point out the greatest hazards
in these trade agreements. We have a changing economy, a dy-
namic world. There will be new industries next year and the year
after in Columbia and in Brazil and in various South American
countries, not to say Japan and China. Those industries will be
doing the best they can and paying low wages and getting high
productivity. If we do not leave ourselves with a greater flexibility,
preferably a well-defined principle, not a principle of embargo, but
a principle of equalization of some sort, then we cannot cope with
the future so that we will not be badly stuck.

Senator Vanpensere. Have you any data or statistics or informa-
tion that will enable you to comment specifically upon the state-
ment of the editors of the London Economist that Great Britain
already has obtained such great trade advantages——

Mr. Praropy. I am sorry you asked that, Senator. I know youn
read that in the Record the other day. My own answer to that
would be that that is not so.

Senator Xing. You thiuk thui they have——

Mr. Prapopy. I think if we entered into a negotiation with Great,
Britain in regard to tariffs, I suspect that the—I am not going to
name four men, I don’t know who does all this work. But I
suspect somebody—maybe 400 men, I don’t know-——hag got a list
now that would run np to two or three hundred commodities,
where we had made no concession and where Great Britain would
like to see & concession made,

 Senator VaNpENBERG. And our neutrality is probably one of the
commodities on their list.

Mr. Prasovy. Of course neutrality—war debts—Heaven knews
what else. But in terms of tariff duties there is plenty left that can
be given away. '

Senator VaNpeNserG., Oh, yes; I am sure of that.

Mr. Peanopoy. I will not run over the time T asked for, Senator, but
there are two other things T would like to mention. One, there has
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been a change in procedure announced. It is a welcome change, but
there remains the fact that when these agreements were negotiated,
and you go over the list of the commodities, the people who are to
come down before the Committee for Reciprocity leformation to
argue their case, they are without possession of the information that
exists already, presumably, in the hands of the negotiators. I quote
from the 28th Annual Report of the Tariff Commission, 1936.

“Approximately 1,600 summaries have been completed in prelimi-
nary draft”—and it is parenthetical “September 1936”-~“of which
about 1,200 have been mimeographed for the use of the Commission
and other governmental agencies.”

I cannot see any excuse in not making thai information available
to every interested party long before they have to prepare their
own aflidavits and make up their own case to come down here.

The problem of coming in without the information, without know-
ing what is veally in the possession of the haunds of those making
negotintions, is a tremendous handicap, though it is o small handicap
by comparison with the other matter which I will just mention.

There are no standards in this act. This act has been compared
with other reciprocal authorizations of Congress. Most of the others
clearly define certain specific commodities, and certain other things.
This act gives a lntitu({e of 50 percent. As far as the law goes, you
could reduce the duty because they do not like the color of a man’s
eyes. I know they don’t do it that way, but I don’t know why theK
do certain things nor does anyone else outside of their group.
man comes down here to defend himself and he does not know.
whether, in the minds of some people, the fact that he paid a different
profit last year than most_people did might be taken to indicate that
his tariff was too high. Nobody knows. .

And of course I think that fundamentally it is completely out of
order to authorize negotiation of agreements without having dis-
closed what considerations shall be taken into account.

Senator VanNpuNpERe. As a matter of fact, one of the statements
issued in explanation of one of these agreements, as I recall it, stated
specifically that this reduction really would not hurt the American
producers if they would reduce the salaries in their companies.

Mr. Pranovy. There was one, as I recall it—I am not sure of it
verbatim, but as I read it, it included one company. I don’t know
whether that one company was characteristic of the industry.

Senator Vanpexpere. In other words, as I read that explanation,
it looked to me as though these gentlemen were undertaking to
rebuild our social economy inside as well as our external economy.

Senator King, Have you sought the information from those who
have been conducting these negotiations?

Mr. Peasony. Well, if I may rephrase your question, I have dis-
cussed often with many of them, and they have been most gracious
and most courteous, and some of these changes that have taken place
have been discussed with them at great length.

Senator Kine. You, as representing your organization, have
obtained information whenever irou songht it ?

Mr. Pranopy. Not of the sort I am asking now; no.

Senator Kina. What are you speaking of specifically ?

Mr, Pranooy. Standards. I could not tell & member of my organi-
zation positively what type of information is regarded as most sig-

125003 BT—=pt, 2-merl3
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nificant. I can make some guesses, and I do, but I don’t know posi-
tively. I don’t think that anyone out of the group knows positively
what standards are looked for or accepted. In a general way, we
know, of course, and in a general way we expect considerable amount
of reasonableness, but what is reasonable to one man is not to
another.

Senator King. Were there reasonable standards when we were
drafting tariff laws under which there was one-hundredth- part of
1 percent imports, or we imposed a traiff of three or four thou-
sandths percent? Wasg that a reasonable standard ¢

Mr. Prapopy. Well, now, we are getting back, Senator, to the
historical aspect. I am not a historian. I am hoping to make
progress and not go backward.

Senator Kine, I think those were rather dark ages when that sort
of tariff bill was drawn.

Senator VAanpeNsrre. We cannot pass on those now.

* Mr. Pranony. T won’t make any objection. But I think most
emphatically that the definition of standards, a pretty careful def-
inition, belongs in any declaration of policy if you are going to pass
it over.

Senator Vanpensera. Wouldn’t there be substantial protection of
all fundamental commodities if there was an amendment which
prohibited the reduction of any rate below a point which would
protect the American cost of production? ,

* Mr. Prasopy. That ought to do it. I know that—and here you
get right up against one of the controversial things—you are going
to be told, “We cannot get the information”, und then they want
to ’p‘rocee(f. Of course, I don’t think they should proceed unless
you can show positively the evidence; that is, you should not guess
that the differences exist.

T found this, Senator King—but I perhaps can illustrate it best
by parallel—every now and then I meet some friend who is going’
to send his son off to college where I went 20 years ago. He asks me
about some fraternity. I don’t know any more about the fraternities
in Amherst today, anything new, than I did when I graduated, and
if. 1 am not careful I am going to tell that fellow which one in my
estimation was good and which was bad 20 years ago.

I think an awful lot of our judgments on this type of things,
where you are making a duty, are likely to be predicated on obsolete
information.

Now, I know that these people that have worked on these agree-
ments have undertaken to be very careful, but nobody knows what
information they have, nobody knows what standards they have,
and in one specific case—that is why T feel it fair Lo mention it-—in
discussing a certain product generally, with two people, who may have
something to do with it, I don’t know—ithey are in a position where
they might—they have described conditions in textile plants, or the
textile industry, about as the conditions were in 1923, and I was
talking with them in. 1935,

Now, suppose, acting on that kind of procedure, you make a con-
cession, you make a binding duty, and then you wake up to find that
the otﬁlelr countries have got our methods and their wages, and we are:
in a hole.
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And so I would hope at least, again speaking this part without spe-
cific formal anthorization—that the committee, if it sees fit to approve
going on with this policy experimentally, write into the bill which
the resolution would extend some very specific restrictions on the con-
ditions under which concessions might be made. .

I thank you very much indeed for your courtesy in letting me ap-
pear now and letting me talk myself out instead of hitting me down
with the gavel. . .

T might say Mr, Lerch, who was scheduled to appear with me, will
file a brief on the legal aspects, in the interest of time and considera-
tion of the committes.

(The brief furnished by Mr. Lerch is as follows:) ~—

MEMORANDUM IN OPPOSITION TO EXTENSION OF TIME FOR OPERATION OF RECIPRO-
OAL TARIFF AGREFMENT AOT

To: The Senate Finance Committee, United States Senate, Washington, D. C.

The American Tariff League hereby opposes the enuctmment of legislation
providing for an extension of time for the operation of the Reciprocal Trade
Agreement Act—-Publie, No, 816 of the Seventy-third Congress.

" 'The memorandum herewith will consider:

I. The lack of constitutionality of the delegation of the power which the
reciprocal trade agreement seeks to confer upon the President.

II. Invalidity due to lack of ratification,

I1X. The desirability of reinstating by amendment sections 336 and 516 (b)
of the Tariff Act of 1030, in the event the present time limit for the act to
operate is extended.

I

In the so-called A. A, A. case (United States v, Butler, vol. 80, no. 5, p. 287 of
the U. 8. Sup. Ct, Law. Ed,, Advanced Opinions), the majority opinion lays
down its method of approach when an act of Congress is challenged as not
conforming to the constitutional mandate. At page 298, it states:

“There should be no misunderstanding as to the function of this court in
such a case. It is sometimes said that the court assumes a power to overrule
or control the action of the people’s representatives, This is a misconception.
The Constitution ig the supreme law of the land ordained and established by
the people. All legislation must conform to the principles it lays down. When
an act of Congress is appropriately challenged in the courts as not conforming
to the constitutional mandate, the judicial branch of the Government has only
one duty, to lay the article of the Constitution which 1s invoked beside the
statute which 18 challenged and to decide whether the latter squares with the
former, All the court does, or can do, i to announce its considered judgment
upun the question, The only power it has, if such it may be called, is the power
of judgment. This court neither approves nor condemns any legislative policy,
Its delicate and difficult office is to ascertaln and declare whether the legislas
tion is in accordance with, or in contravention of, the provisions of the Consti-
tution; and, having done that, its duty ends.”

At page 204, the Court speaks of the powers reserved to the States, and those
governmental powers the people by their Constitution have conferred upon the
United States, ag follows: ,

“The question i not what power the Federal Government ought to have but
what powers in fact have been given by the people. 1t hardly seems necessary
to reiterate that ours is a dnal form of government; that in cvery State there
are two governments-—the State and the United States. Fach State has all
governmental powers save such as the people, by their Constitution, have con-
ferred upon the United States, denied to the States, or reserved to themselves,
The Federal Union 18 a government of delegated powers. It has only as are
expressly conferred upon it and such as are reasonably to be implied from
those granted.”

The power in Congress to lay duties, although embraced by the taxing power
(Constitution, clause 1, sec, 8, art, I), may, nevertheless, be exercised as a regu-
lation of forelgn commerce (Constitutlon, clause 8, sec. 8, art. I). It may not be
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questioned that the legisiature may exercise this power by laying duties to
encourage the indusiries of the United States, and to this end may determine
what articles may be imported into this country and the terms under which such
importation iy permitted. This power is exclusive and plenary, and Congress
may, and undoubtedly does, in its tariff legislation consider the conditions of
Toreign trade in all its aspects and effeets, including its effects upon the commer-
cial and industrial welfare of the United States. These prineiples, long the
subject of politicul controversy, were finally scttled by the Supreme Court in
Board of Trustecs v, United States, 280 U, 8, 48,

The act of June 12, 1934, was enacted in the exereise of this plenary power of
Congress to regulate foreign commerce. This Is its declared purpose, to be
accomplished by expanding foreign markets for the products of the United States
and corresponding market opportunities for foreign products in the United
States. To this end the President is authorized {o enter into foreign-trade
agreements with forelgn governments or instrumentalities thercof and by
proclamation carry out the agreement by increasing or decreasing existing
dutles or other import restrictions. The duties and other import restrictions
proclaimed by the President apply to articles the growth, produce, and manu-
facture of all forcign countries, and with modifications as to Cuba, not merely
of these countries with which such agreements are made. Having proclaimed
such duties and restrictions, ihe President may immediately suspend their
application to the products of any country “hecause of its discriminatory treat-
ment of American commerce or because of other acts or pollcies which, in his
opinion, tend to defeat the purposes set forth in this section.” The only standard
prescribed for the exercise of these plenary legislative powers thus delegated to
the President is that he must find as a fact that hefore entering into any trade
agreement or proclaiming any change in duties or import restrictions, that the
existing duties or restrictions of the United States oy of any foreign country
“are unduly burdening and restricting the forcign trade of the United States,
and that the declared purpose of the statute will be promoted” by the proposed
trade agreement of the proclaimed change in duties or other import rvestrictions,
It is further provided that no proclamation shall be made increasing or decreas-
ing by more than 50 percent any existing rate of duty or transferring any article
between the dutiable und free lists.

Upon the principles laid down in Panaema Refining Co. v. Ryan (203 U. S.
388) and in A. .. A. Scheehter Poultry Corp, v. United States (205 U, 8. 495),
the act under consideration appears 1o be an unconstitutional delegation of
legislative power to the President. In both the oil and poultry cases the
Supreme Court of the United States declared:

“Congress cannot delegite legislative power to the President to exercise an
unfettered discretion to make whatever laws he thinks may be needed or
advisable for the rehabilitation and expansion of trade or industry.”

In the poultry case, it was held that a finding that the general purposes
of the statute would be promoted by the President’s exercise of leglslative
power was not a finding of fact but was a mere expression of opinion, leaving
him free to exercise his discretion ag he saw fit. This principle applies to
section 350 (a) of the Tariff Act of 1930, as mmended June 12, 1934,

The only other condition precedent to Presidential action ig that he ghall
find that any existing duties or other import restrictions of the United States
«or of any foreign country are unduly burdening and restricting the foreign
trade of the United States. The statute does mot speeify a reduction in rate
of any specific merchandise, nor mention which existing rates or restrictions
are to be the subject of agreement or those unduly burdensome and restrictive,

The statute authorizes the Presldents (1) to enter into agreements wih foreign
countries modifying existing duties and Import restrictions that may, in his
opinion, be burdening and restricting the foreign trade of the United States,
and (2) to proclaim such modifications of those duties and restrictions which,
in his opinion, are required or appropriate 1o carry out such agreemeunts, but
these duties and restrictions become applicable to imports from all countries
unless the President suspends the application, and this he may do because of
acts or policies of any country which, in his opinion, tend to defeat the
general purposes of the act. By selecting the merchandise, by fixing the rate,
by determining restrictions and providing for their remedy, by selecting a
country to enter an agreement, by suspending the duties and restrictions with
relation to a particular country—In all these acts the Prestdent’s discretion
is absolutely unfettered and uncontrolled except by his own opinion as to what
“may be needed or advisable for the rehabilitation and expansion of trade and
industry” (Paenama Refining Co. v, Ryan, supra).
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The principles upon which delegations of power must he treated were fully
developed and defined by the Supreme Court of the United States in Hampton
& Co. v. United Stutes (276 U. 8, 394) and Ficld v, Clurk (143 U. 8. 049).
A summary of legisiation which has in the past delegated to the Iresident
the power to suspend, Increase, and deerease customs duties appears in Norwe-
gian Nitrogen Co, v. United States (288 U. 8, 204, at pp. 308-309). While in
euch of these eases the particular delegation of power was sustained as consti-
tutional, the principles established therein formed the basis of the decision in
the oll and poultry cases,

In Field v. Clark, supra, the tariff act provided that if the President was satis~
fied that the government of any other country imposed duties npon ugricultural
or other products of the United States which “he may deem to be reciprocally
unequal or unreasonable”, he should have power to suspend the provisions of the
act relating to the free induction of certain commodities into the United States,
in which case certain tariffs prescribed in the act of Congress should become
applicable. The President’s action, the Court found, was to be determined upon
the basis of findings with respect to the commercial regulations of other coun-
tries, and nothing involving the expediency of the legisiation was left to his
determination. In other words, he was the mere agent to the luwmaking depart-
ment to ascertain the event upon which its expressed will was to tuke effect.

In Hampton & Co. v. United States, supre, the President’s action was made
determinable by his findings on the question of whether the duties fixed in the
act equalized the differences in cost of production in the United States and in
the principal competing country with respect to a given article,

In both the Field and Haempton cases the Court sustained the validity of the
statutes under consideration, but the principles on which those decisions are
based point clearly to the invalidity of section 350 (a). The Reciprocal Tarlff
Act has not laid down any principle on which the President shall act. It has
not confined itself to delegating to him the power to Investigate and determine
facts on which the application of the law is to depend. Giving to the President
power to adjust our tarlff duties to equalize the differences he may find to exist
between the costs of production at home and abroad is quite different from the
attempt of section 350 (a) to give to the President unlimited power to change
duties or impose restrictions, .

Under the provisions of section 350 (a) the President’s authority, through the
exercise of his tariff-bargaining power with all the nations of the world, to revise
duties and restrictions upon imports within the 50-percent limit prescribed by
the statute appears to be absolutely unfettered and uncontrolled by any standard
considered and ndopted by Congress in the exercise of its power to prescribe the
legislative policy which must guide executive action. The phrases “unduly
burdening and restricting the foreign trade of the United States”, and “because
of other acts or policles which in his opinion tend to defeat the purposes set
forth in this section”, do not in any sense bind or control the exercise of the
power attempted to be delegated by the statute,

The modification of turiff schedules and restrictive provisions need not re-
late to the action of any country, to the condition of any particular trade or
industry, to the diseriminatory or retaliutory legislation of any particular
country, or to any particular facts, except the making of a trade sgreement
with a single country. Indeed, if the President finds it desirable to expand
our foreigu markets through concessions granted by a foreign government and
to open our domestic markets by concessions given in exchange, he may revise
the tariff schedules without regard to costs of production here and abroad or
the resulting effects upon particular industries in this country.

The principles outlined have, in the past, been fully recognized and followed
in ingtances in which legislacion has been enacted dealing with the exercise
of the power to regulate foreign commerce which the Constitution has granted
exclusively to Congress,

The Tarlff Act of 1930, which the reeiprecal trade agreement amends, i3
replete with instances of the extreme cantion Congress exercises in its legis-
Intion when an instrumentality is selected to administer the legislative will,
As may be noted in each instance, the formula for its exercise is carefully
sp?ciﬂed. Some examples follow :

“Section 836 dealing with changes of rates of duty by Presidential proclama-
tl(gl, after hearings had before the United Sintes Tariff Commission,

Section 837 whbich provides for embargo by Presidential proclamation in
instances where, after investigation by the United States Tariff Comnidssion,
unfair practices in import trade hiave been shown to exist.
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“Section 338 wherein provision is made to prevent diserimination against
our trade by foreign countries,

“Section 807, whereby the hmportation of convict-made goods iy excluded, and
the importation, the product, of other forms of forced lubor, is regulated.”

I

Since the act authorlzes the President (1) to enter into agroements with
foreign countriex modifying existiug datles and import restrictions that may
be burdening and restrieting the foreign trade of the United States, and (2) to
proclaim such motifications of these duties and restrictions as are requived or
approprinte to carry out such agreements, the question arises whether they are
treaties in the sense In which that teem is used in the Constitution (article I,
wee, 2), or whether they constitute an internntionnl agrecment generally Qis-
tinguishable from treaties.

It Is within the knowledge of your committee that not one “treaty” ontered
into by force of section 860 (a) has been ratitied by a two-thirds vote of the
Senate. The Senate vote on the Rectprocal ‘Taviff Act was 5T to 83,

It is also within your knowledge that with respect to ench “treaty” adopted,
each involves revenue and revisions of rates downward and with few excoptions
ench is of general application to all countriex ot the world,

Tllustratlve of the doubt existing at the time of promulgation as to the nature
of the agreemonts the statute had in contemplation, we quote from reciprocal
trade agreements,  Hearings before the Committee on Ways and Mceans, House
((vf %%cz))rmeutntivos, Soventy-third Congress, second sesgion, on H. R, 8430

p. & :

“Mr. Treapway, You used the words ‘treaty agreement’, I am quite certain.,

“Mr. Sayre, If T did in connection with this bR, I beg that It be allowed to
he altered to ‘trade ngreement.’

“Mr. TrEApwAY., I am quite certain that you used the words ‘treaty agree.
ment’, and go far as my own part of the discussion is concerned, T should like it
to stand.  So far as your own corrections are concerned, it is your privilege
to make them, of conrse,

“Mr, Hrtx, I do not see that there is any point in that. 'There might be a
treaty agreement, but it would have to be ratifiod by the Senate, Now, an
executive agreement does not have to be ratified by the Senate,

My, Savre, That i8 correct,

“Mr, Hicn, That {8 the distinetion between treaties and Kxecutive agreements?

“Mr. Bavgs, That is covrect, The bill provides authority for the muking of
Executive agreements.”

In B, Altman & Co. v. United States (224 U, 8, 0683), it iy stated:

“Generally, a treaty Is defined as a ‘compact made between two or wmore indes
pendent nationg, with a view to the public welfare’ (2 Bouvier's Dictionavy,
1188). True, that under the Constitution of the United States the trenty.
muking power Is vested in the President, by and with the advice and consent of
the Sennte, and a treaty must be vatitled by a two-thirds’ vote of that body
(art, Il, see 2), and treaties are declaved to be the supreme law of the land
(art. vi) » » w»

If foreign trade agreements are not treatles tn the constitutional gense, such
agreements cannot modify or replace provistons of the Taviit Act of 1980, The
Conatitution provides (art. VI, clause (2)):

“This Constitution and the laws of the United Statex which shall be made
in pursuance thereof; and all the treatles made or which shall be made, under
the authority of the United States, shall be the supreme law of the
Jand * * W

Accordingly, the distinction between an Mxecutive agreement and a treuty
(which i any apgreement with a foreign state concluded with Senate coneurs
rence) ls that only a treaty can change existing statutory nw,

Consequently, it would seom to follow that the provisiony of law existing
at the time of the passage of the act of June 12, 1934, remain the supreme law
of the land, The forelgn trade agreements do not amend or replace provisions
of the Tariff Act of 1930,

In view of the reasons stated showlng lack of constitutionality, the Reciprocal
;farlftt Aclt émd treaties thereunder should be permitted to lapse and should not

e extended,
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Ixx

If, however, the time will be extended for the operation of the Reciprocal
Tariff Act, we draw to your attention the necessity of nmending the act vo as
to relnstate sections 836 and B16 (b) of the Tarift Act of 1080, which the
present Reciprocal Tarit! Act suspends,

Tho prosent bill in seetion 2 repeals certain provisions of the Taril Act of
1080, insofar ny the treatios negotinted under this act are concerned. 'The
wmost fmportant of these provisions are sectlons 386 and 616 (b), Through a
number of turtfl nets, the measuve of the rate assessed has been the difference
between the cost of production of the commodity in the prineipal country of
exportation and the cost of producing a like or simflur article in the United
States, It is to be prosumed that no treaty would be negotinted which would
reduce a rate below this standard, since the Congress has lald down this test
for all taviff vates and enneted section 836 to permit the adjustment of rates
from time to time as economie factors chunged. It would seem that this was
in the minds of the negotinting powers to the treaties signed under this act
when they fnserted in most of them a provision for changlng the rates numed
in the treaty on notice of either party. 1t would seem, therefore, that section
836 should be allowed to function so that the President and the Secretary of
State would have the necossary facts from time to time upon which to make
changes so that they might carry out the intent of Congress as to tariff rates
and preserve the proper relation of costs of production here and abrond.

Seetton B16 (h) gives te the domestic producer the right to bring a suit in
the customs tribunals to determine the proper classifieation of imported com-
moditicr. The wisdom of this remedy was realized by Congress when it had
presented to it by domestle Interests instances where colleetors of enstoms
had coustrued the lnnguage of a tariff act in & manner that was beneficial to
the tmporter, and this construction permitted to stand throughout the life of a
tarit uet to the great detriment of the domestic interests the law was deslgned
to protect.  Obviously, an importer would not file a protest undor the provisions
tf)f section 14 of the tariff act against a deciston of a collector which wag in s

nvor,

Uniler the provisions of the Reclproeal Tariff Act, section 350 (¢) (1), power
{8 given to change the “rate and form of lmport duties and classifiention of
articles”  Under this provision, in a treaty negotinted with France, the
language and rate in paragraph 218 (e) were changed to read:

ACT OF 1080 AGREEMENT

ar, 218 (e), Rottles and jars, wholly
or in ehlef valne of glass, of the
character used or designed to be used
a8 containers of perfume, taleum pow-
der, tollet. water, or other tollet prepa-
rationsy  * all the foregoing
produced by automatic machine, 23 per

Par, 218 (e). Bottles and jars, wholly
or in chief value of glass, of the
charneter used or designed to be used
as contniners of perfum, taleum pow-
der, tollet water, or other tollet prepa-
rations, when fillled with any of such
preparations and produced othersino

centum ad valorem; otherwise pro- than by automatic machine, $7% per-
duced, 75 per centum ad valorem. cent ad valorem.

Par. 218 (h). Any of the artieles
specitfied In this pavagraph, if con-
tuiners of merchandize subject to an
ad valorem rate of duty or to a rate
of duty based in whole or in part upon
the value thercof, shall bo dutinble at
the vate applicable {o their confents,
but not less than the rate provided for
in thlx parageaph,

The fuct that the treaty may use language that {8 ambiguoug, and did use
Innguage that was ambiguous in this fnstance, is evidenced by the fact that theve
2 now pending in the United States Customs Court protests filled by the im-
porters under seetlon H14 of the Tariff Act of 1080 looking toward a counstruetion
of the language of the treaty by that court.  Inasmuch ns the lmporter hay pro-
fested In this instance, it could be assumed that the languege has been glven
by the Government a construction inhnical to the interests of the importer.

t
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Construction of other langunge in the same treaty may be just as objectionable
to domestic Interests and, we may say, very favorable to the importer. But
the domestic interests, by reason of the fact that the operation of section 516 (b)
has been suspended so far as the Reeiprocal Tarlft Act is concerned, are unable
to take any action to secure its proper construction. Thig seems inconsistent
with the avowed purpose of Congress in the enactment of tariff duties to protect
the domestie industiries, The premmble to the tariff act mentions protection of
the American industries and labor, so it may be assumed that scction 516 (b)
was enacted to give the party most interested the right to insure such protection,
We beleve it to be as much to the interests of the partics when a classification
is fixed in treaties as in tariff acts, and the remedy provided by section 516 (b)
should not have been susgpended.

In view of the above arguments, we respectfully submit that if the Recliprocal
Tariff Act is extended, the right to proceed under sectlons 336 and 516 (b) of
the Tariff Act of 1930 shounld be restored by amendment.

Respectfully submitted,

LAMB & LERCIH,

Senator King. Mr. Robin Hood and Mr. Brenckman are on the
list in advance of Mr. Stimson. Mr. Stimson does not live here.
Would you, Mr. Brenckman, be willing that he should appear?

Mr. BrenckMAaN, Yes, sir; that is all right.

Senator Kine. And WO\'lki Mr. Hood likewise ?

 Mr. Hotman. Mr, Chairman, Mr. Hood would be very glad to
yield. He is not in the room. .

Senator Kiva. Who is this speaking?

Mr., Houman., My, Holman, .

Senator Kina. Oh, yes; I did not recognize you. . .

Mr. HoLmaN. May I enter into the record another brief which I
failed to mention in connection with my testimony? Mr, Michael J.
Flynn, 604 Carpenters’ Buiiding, representing the American Wage
Farners’ Protective Conference, which I understand is supported by
+0 of the important international unions of the American Federation
of Labor, and who cannot be present at the hearing, desires the
privilege to file a brief in favor of Senate ratification and to malke
o discussion of the landed price theory which I advocated this
morning. ‘

. Senator Kina. If he will transmit it to the clerk it will be entered
in the record.
(The brief referred to appears elsewhere in the record.)
. Benator King. Will you consent to allow Mr, Stimson to appear,
gines he is very anxious to return to his home this evening?

Mr. BreNceman, Yes, sir.

Senator Kine. Mr. Stimson will come forward, please. Mr.
Brenckman and Mr. Hood have consented to your appearing ahead
of them, and we will hear you now.

STATEMENT OF A. H. W. STIMSON, NORTHAMPTON, MASS., REP-
RESENTING CONNECTICUT VALLEY BROADLEAF & HAVANA
SEED TOBACCO GROWERS, INC,

Senator Kine,. Whom do you represent, Mr. Stimson?

Mr. Stimson. Mr. Chairman and gentleman, I represent the Con-
necticut Valley Broadleaf & Havana Seed Tobacco Growers, Inc. I
am a farmer, and for some time I have been vice president of the Na-
tional ¥arm Loan Association. I speak of this because I think I am
in a position to know how the farmers have been situated in the past
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and how they are siluated today, and how they feel. I am one of
three men on the loan committee and have to sign every loan. T know
how many delinquents there were under the old system and I know
how many delinquents there are now,

Senator Kina. Do you speak generally of the United States or
confine your testimony to the Connecticut Valley?

Mr. Stimson. I had thought of confining myself to just what is in
the brief, but after listening to the testimony of other witnesses and
seeinﬁ the latitude that you have given some of them, I am tempted
to ask to talk about something else besides what is in the brief.

I want to state here that-——-

Senator King. We would like to finish by about 5 o’clock.

Mr. Stimson. I will do ag well as T can.

I want to state right here that everything T have got in the world
is tied up in a 184-acre tobacco plantation and in four farms, in &
dairy business, retail and wholesale dairy business, and the produc-
tion of milk, and cars and trucks and equipment that goes with it, and
the houses and barns.

I am not paid to be here. T borrowed money to come down. And
I am interested in this. You are going to hear now from a farmer
who I think is qualified to speak for the farmers, because, even after
my activities here in 1935, they refused Lo accept my resignation as
president because of bad health, and I was kept on without any op-
position from Connecticut, and I think when I speak to you T am
giving you the consensus of the opinion of the farmers in our valley.

Senator Kina. Your home is in Connecticut, is it?

Mr. Stimson. My home is in Northampton, Mass., but our associa-
tion takes in both sides of the river up and down the valley in the
four States growing tobacco,

Senator King. I see.

Mr, StimsoN. I am also chairman of the legislative committee of
this Connecticut River Game Fish Association, which I think has
the largest membership of any association in New England of that
type. Its president wrote to me yesterday and said they had taken
in 71 new members since I came down here.  We have members in
the District of Columbia and in at least six States besides Massa-
chusetts.

Now, I am only putting this in so that I might better qualify as a
witness, :

Senator Xing. I think we will accord you the distinction of being
an expert.

Mr. Strmeon. Well, T am not an expert, but I want to say this, that
T am the only member of my family in this present_generation that
is fool enough to try to get a living off the farm. My people have
been here in Massachusetts for over 300 years, and they have been
intercsted in the dairy business and the tobacco growing, and all the
way down the line have had that sort of background.

Senator Kive. You look like you came from a hardy race.

Mr, StmsoN. Well, it came originally from the hills of Scotland,
wuiy back, but that doesn’t matter, It is aside from the issue.

have listened for about 8 weeks to the testimony before the Ways
and Means Committes and the debate in the House, and I have
waited very patiently, and I want to thank you, for this is the first
time-—I am about 65 years old—that I ever reached this august, body,
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and have been able to give testimony, So I think things are getting
better and better all the time,

I want to say this to you—I think this shonld have some bearing—
my father was s Republican and I was a Republican, even down
to helping organize—~or I was the organizer o Hampsilire County,
with 22 towns and the city of Northampton, for Hoover’s reelection
in 1932, and I have attended 11 State Republican Conventions, elected
by my people, and I was 2 member of the board of aldermen in 1927
and of the council in 1925 and 1926, X have been elected on the
Republican ticket 28 different times. So there is nothing partisan
as far as X am concerned. I did campaign for 7 weeks for Roosevelt’s
reelection, and I am not ashamed of it. I have no apologies to offer
to any Republican. Now that ought to seitle that pretty well.

The reason I spoke of that and T would not have spoken of it if it
had not been that the previous speakers tried to convince you that
they started off in life in the milk business or on the farm, and we
have had a prelense of that from many other speakers, and that
there was nothing partisan in anything they had to say. I believeo
they said that,

Now, I hope that you won’t call me down for this, but X am pretty
well fed up. I believe the American Tariff League was established
in 1882. At a recent meeting there I could not find anything but
sunflowers around that building, and if you ask me I think they
are pretty poor judges of the flower to select; and we have never,
the farmers of my valley at least, have never considered that the
American Tarifl Tieague was trying very hard to make things good
for us. It always seemed to me that they were trying to get these
exorbitant rates for certain individuals or small groups, like the duty
on the Sumatra wrapper from the Netherlands, which I would like
to speak of and 1 have spoken of in my brief.

There was a duty of 552.27 1% a pound on an article which, grown
in this country, cost me and others, $1.25 per pound, the statement
by Mr. Cullman, vice president of the Culiman Bros., Inc., com-
missioner of the Port of New York Authority, in a statement he
made said it cost $1.25 a pound to produce the nearest to a substitute.
That is his statement, Now that is what it cost me 2 years, that I
kept track of it. ,

ow, we claim, and have for a long time, that it is such duties
as that particular duty that have helped kill our foreign trade.

I would like to ask, if it is permissible, on what basis, on what
economic theory, can a duty exist of practically twice the actual cost
of producing a substitute article in America?

And right in this connection I would like to speak, if you will
allow me, of the witness this forenoon, who said that he was raised
on a tobacco farm in Connecticut, and that they were now grow-
ing Sumatra wrapper on that farm. I know of no farm any-
where in the United States growing Sumatra wrafper. It is Cnban
tobacco grown under cloth in Connecticut. So I think that right
at the start he disqualifies himself as an expert on the tobacco
situation, i

Now, I want to hurry along. There is one thing that started
me down here, and my f2lends up there in our or‘%amzation wanted
me to go. They are boiling when they read in the press that even
some of our distinguished representatives from Massachusetts talk
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a?m}x}t star-chamber proceedings and locked doors and all that sort

of thing.

Nowgwe are not entirely ungrateful and I am here to refute such
charges. We knew that we were licked under this so-called protective
tariff. We could not sell our tobacco. It was bringing 7.5 cents a
pound on an average for our valley in 1932. In 1934 it had gone
up to 17.5 cents but that was due to the Administration’s control of
production largely.

Then, according to your Crop Reporting Board, which I have a
record of here as of August 1936—1I think that is the latest figzure—
the price of Massachusetts tobacco had gone up to 28 cents per pound,
and the Connecticut tobacco to 82.5 cents per pound. Now, that is
real bread and butter. That is not a Santa Clans exactly.

That is the reason, because of our success down here in getting this
reduction through these reciprocal trade agreements, and our win-
ning a victory—even though we didn’t win 1t fully as we asked for a
50-percent reduction in that tobacco from the Netherlands, Sumatra

. wrapper, and we got 77.5 cents, But we intend to go after the bal-
ance of that 50 percent whenever the time is right. That is how we
feel up through that valley and it has been pretty well thrashed out,
and X think as a proof I would like to submit this evidence that T am
giving you as the consensns of the opinion of the tobacco men in
that valley.

In 29 of the strongest Republican towns in the State of Con-
necticut they never had elected as far as those towns were concerned,
a Democratic President, and they elected a Democratic President
this time. Some of the towns where it was 4 to 1 Republican on a
Presidential election went for Mr, Roosevelt, and they even reelected
a Democratic Congressman and they reelected a Democratic Gover-
nor. And that, remember, was after all up and down the valley
they had heard of the “selling out to other countries” and all of this
stuff was thoronghly aired, thoroughly thrashed out, and they
were going into it with their eyes wide open, and that is how they feel
about it. They have been clamoring and urging me to come down
here and see if they could get the balance of that $1.1384 cents, which
would be the full 50 percent; that is as far as we can go. Of course,
we would like it down to about a dollar. For years it stood at 75
cents. Then we could make money.

Senator Kina. As I understand, so far as your organization is con-
cerned, they approve of these reciprocal trade agreements?

Mr. Stimson. Why, absolutely. It is because of these trade agree-
ments, this new method of adjusting on these tariff questions, that
the State of Connecticut went Democratic for the first time, I believe,
in 60 years. Now that is pretty conclusive evidence. I want to put
that in as a part of the record, and I say no one can disprove it.

Now, there is another reason. I would like to say something to
you on one reason why T am down here. Perhaps it won’t be per-
missible. That is about this talk of locked doors. Now, in here
I have the record of a hearing held on February 4, 1935, It is a
hearing on this very thing, on this tobacco. We were supposed to
have been recorded at this imaring. We trusted to someone to have
us recorded. Tt was 6 months later before we knew that we had not
been recorded. They called a meeting. I didn’t even know that up
where I live, and they cailed a meeting, celled me down, and they
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voled to have me go down to Washinglon and find out what it was
all about,

So T eanie down here and T went right to the State Department. T
didn’t have to have any Senators or Congressmen to hold me up or
make an appointment for me. My shixt tail was hanging out, as it is
today. Iwasa ]i)oor, impoverished farmer representing a lot of other
Eoor, impoverished tobacco growers, made so under the so-called

igh protective tariff that never protected us.
ow, I walked in there. Somebody told me there was a man in
there by the name of, I think it was George Fuller, that met such
eople as I, and met anybody that wanted to talk the thing over,
o hear our problems. Well, he was very gracions, and he listened to
me for awhile, then informed me that it might be too late. They
held the hearing on the 4th of February; and here it is most 7
months, Was the last week of August. “I don’t know if we can do
anything about it. We have thrown that back into”—that is only
from memory; I think he said he threw it back or sent it back to the
Agriculture Department, now we have no authority to take it up and
go ahead unless the Agriculture Depa:iment would turn it back
into our Department.

But he staged an interview for me with the man in the Agricul-
ture Departnient, and then I took a taxi and went over there and
saw this man in the Agriculture Department.

Now where are the locked doors? Almost seven months after the
last hearing was held on this particular tobacco. Where are the
locked doors? Well, he told me what I could do, and I will cut a
long story short; I went home and came back again and again, and
I brought the evidence, and I was backed up by between 24 and 25
thousand tobacco growers, 9,000 in Wisconsin, 6,000 in Ohio, 6,000
in Penusylvaunia, and I think the Agriculiure Department lists about
4,009 in Massachusetts and Connecticut. I should say a little better
than 4,000 in our valley, but at that time our membership had gone
down to avound 1,600, because we had not been able to accomplish
anything in three years. ;

Well, we got the facts across tu them after I made seven trips
down, and the duty was lowered by 77.5 cents a pound.

Now don’t you think we should feel grateful to the people that
will do anything like that? That is the first time in years that
we have been able to enter the portals. X have been to Washington
time and time again. All I could do was as I have been doing here,
and I was afraiﬁ it was going to turn out that way today, listen to
lawyers talk for the other side and we farmers never get anything
or anywhere. I will tell you, the lawyers are the worst enemies the
farmers have, as we have no money o employ them. I was quite
pleased when I was told that I could talk, I said I would not talk
.about oil, cheese, rat traps, or mouse traps or anything else so trivial,

But if you could hear what our farmers up there are interested
in—it is bear traps to catch these lawyers and hold them out of the
hearings so the farmers themselves can be heard, .

T don’t know how to act in here. I tell you, this is the first time.
X am about 65 years old and T don’t want to get kicked out. ‘

Senator Bargiey. You are going good, I will tell you that.
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Mr. Srmson. I was quite pleased at the remark you made this
morning, to find that you were a Kentucky tobacco man. But you
were not so sure how we felt up there in our valley, were you?

Senator Barkrey, Well, not from what the other witnesses said.

Mr, StimsoN. Naturally, but this is the way we feel.

But in this brief, if you will read it, you will find I didn’t quote
many figures, but I quoted a few of them, the increase in the exports
of unmanufactured tobacco from the United States in 1936 over
1935 was 4,300,000 pounds. I am not going to waste the time to
hunt for many of them but they are in that brief, and they are correct,

Now. here 1s something: In spite of all those high-pressure law-
yers and the great salesmen that ave working for somebody else and
would have you think they are speaking for the farmers—tihey are
not speaking for the farmers. My friends, whether you Lelieve it or
not, the only milking they ever did was before they were 2 years old,
and that is the only milking process they know anything about when
they come down here and talk that way, so you can readily see they
are just trying to earn their fee.

Now I am telling you. I have listencd to the farmers. I have
listened to them on the floor of the House. The chairman of the
Ways and Means Committee—what does he say? And what do all of
the real farmers say? Mr. Chairman, you are a farmer. What do
you think about it? Let the farmers speak for themsclves. And £
thank God for the first time I have been able to come down here and
speak for myself and my neighbors. Of course, we have had politi-
cians speaking for us, and a former President said “Blessed are the
young, for they shall inherit the national debt.” Thank God, my
children and grandchildren are still living to inherit something else,
if you will renew and maintain this act for 3 years more, give us 8
years more, and don’t load it down with amendments. Make it hard
for the American Liberty League and the American Tariff League
and that will suit the farmers all right.

Give us 3 years more of this New Deal tariff medicine and I will
have something to hand down to my children besides debts. I hope
I can hand them down an inheritance of $250,000 worth of property,
and we have had a pretty hard time to go on, the way things were
going under this so-called protective tariff, and I would have gone
out on the auction block long before this.  No matter how well we
managed under the old deal my wife and I never had a nickel left us.
I puliged her out of an attic window when she was 18 years old and
took her down on a ladder and went and married her. I was only
22, She had a shirt on her back and I had a handkerchief and a
fow other things, and that is the way we started out, and nobody has
ever left us anything. In 1922 we had $250,000 that we had made
together, and I told her, “I will take you around when I am 50—
she would be 46—“and we would see the world.” What have we
scen? We have seen the part of the world that was given to us under
this so-called protective tariff, and we have never worked so hard in
our lives according to our strength as we have since I was 50.

I would like to tell you what my wife said to me in 1933 under the
old deal. She had angina pectoris. That is a pretty painful thing—
a day nurse and night nurse. She thought she was going to pass out,

1
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and I set beside the bod. She said, “Henry, pray for me. Pray
for me, will you?” “Well,” I says, “where do you want to go?”
“Well,” she says, “wait—if there are any farms in heaven I don’t
want to go there.” That is the way my wife felt in 1933,

Now, after all those years of hard work when she was sticking to
it, Roosevelt was elected, and she is as happy and healthy as can
be and has not had an attack for quite a whﬂ‘,,e got a smile on her
ftgce, under these reciprocal trade agreements that you are talking
about,

I am not an economist. I never went to school but two terms
after T was 10 years old, and that was a winter vacation, but I had
to millk cows, and I want to tell you this, that the total agricultural
income for the United States in 1985 was $8,009,000,000. Now, T got
that right down by heart. And in 1936 it was $9,050,000,000, or an
increase of $1,041,000,000.

Now, if these reciprocal acts or negotiations with these 14 or 15
nations have been injurious to us, how can you account for that?
And in spite of the floods, in spite of the droughts, in spite of the
damaged tobacco, the millions of dollars worth up in our valley—
the farmers owned or had 29,000 cases of tobacco 2 years old or over
up in our country in 1985; not all of that was soaked but some of it
soaked was Wall Street tobacco that was held there, and I was glad
of that. Wall Street would not give us any quota to raise unless
you are tied to them and work for them like the niggers used to
work back before the Civil War. I can prove these statements and
bring vou letters to show how they have refused to give us a quota.
They have not given me a quota since 1932, and then I had only 12
acres, They haven’t given me a quota since. There is where they
have got us signed ap.  There has been money in the shade for years
they have grown prosperous under this special high tariff and control
;\jh}:}e wo stalked growers or sun grown tobacco men have taken a

icking.

Senator Barkrey. Then these trade agreements, in so far as they
affect tobaceo, not only affect the tobacco that comes from my section
of Kentucky, which is very largely an exportable product, which
must find its market in some other country, but it has also helped
the tobacco in your country ¢

Mr. StimsoNn. Why, yes.

Senator Barkrry. Which is a different type?

Mr. Stimson. Altogether, Ours is grown for cigar leaf. Of
course, if we had to raise cigarette tobacco we would take an awful
licking, because that is only the sand leaves, hail-cut, or torn leaves.
But we find that we have sold the Kingdom of Netherlands 12 times
as much tobacco as we have bought from them in pounds since
the treaty became effective, and there is o big increase for the month
of August, which is shown in my brief,

- Now, how anyone, if they would look for the facts, possibly could
say that agriculture has been damaged by these treaties is more than
I know, °

I could go into the cattle business, I live 2 miles from the city
hall, and 425 acres of my land, the farthest part of my farm is not
more than 4 miles from the city hall. You can see my taxes are
high, and T cannot afford to keep “boarders”, and ordinarily I can-
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not afford to raise cows. Of course, I have kept them, and when I
have done with them I turiied them into beef, and before this thing
became effective they would bring me from $10 to $15 or $20 each,
and it was a pretty good cow 4 years ago that would bring $25 in our
market, but recently I shipped some one a 2-year-old heifer and got
$55 for her,

I had a registered bull, but he was not fit for service. X had had
him a long time and I didn’t want to keep him an longer, and I
was talking about getting rid of bim in 1935. I couldn’t get but $35.
He was an old bull. T had bought him and paid $1,400 for him. He
was a-son of a valuable registered cow. But he was old and I hated
to stick an?lone with him, but I didn’t want him any longer, so I
tried to sell him. Well, I was told that he would bring me $30—he
had too much neck meat, he was too big, and I couldn’t get over $30.
About a week before I come down here I took $110 for that bull, and
shipped him to the Brighton Market slaughterhouse.

I\ll?ow, that is the way it hag injured the beef business. I cannot
replace my cows, can’t afford to, because cows are so high.

Senator Kinva, Then these statements that the cattle industry has
suﬁe?red under these reciprocal trade agreements are without founda-
tion

Mr. Srimgon. Well, that is a lot of blah-blah, and vou know it,
That is the proper word for it. You can’t fool the cattleman, and
you can’t fool a farmer and dairyman. You know what it is In
1934 T got a carload of choice cows, 26 from Ohio, and 1 paid $85—
good ones—Guerneseys and Jerseys—paid an average of $85. Well,
out, of the 26 that I bought in I kept 7 of them a little ovor a year
and put them into grass that grew on the tobacco land in the spring
and fatted them, and in August 1985 I sent my truck with them down
to Brighton Market, about 120 miles, and they gave me the beautiful

rice o]f 3.5 cents a pound for them, and they brought me about
31 each, .

Now, I sent another load in 1936, A 2-year-old heifer brought
me $55, and the cows brought me $70 and a bull brought me over
$100. Now, there is the difference.

Now, how can you figure that these reciprocal trade agreements
and stuff coming 1n from Canada has injured our business? I wish
I could bring in some new milch cows to replenish my herds, but
the price is prohibitive. The same type that I bought for $85 in
1934 will cost me today $160 to $180. 1 saw the handwriting on the
wall on June 12, 1934, and started to raise calves, I now%xave 40
under milking age,

I was interested yesterday listening to that man. He tried to con-
vince you that the cattle coming in from Canada had demoralized
the market. Now, I was in hopes you would ask him what percent-
age that was—about a third of 1 percent.

Senator King. One-fourth of 1 percent.

Mr. Strmson. And on the calves one——

Senator Kina. I don’t remember.,

Mr. Strmson. Well, it is a fraction—one-tenth, I guess—of 1 per-
cent, -

_Now you know that would not make any jolt at all in the market.
He insulted the intelligence of your group when he said that it was
going to have anv effect at all.
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Senator Kina. Do you want to put your statement in the record,
Mr. Stimson? '

Mr. Stimson. I would like to.

Senator Kine. Yes; you hand it to the reporter there and he will
insert it in the record.

Mr. Stimson. Here is the brief that T have drawn up.

Senator Kinc. Anything else that you desire to submit, you may

do so,
Mr. Stimson. There is the record of the “star chamber proceed-

ings”, that big volume, from 10 to 4 o’clock in the afternoon.
(The matter here submitted by Mr. Stimson is as follows:)

CHAIRMAN, FiNaNcH COMMITTEE,
United States Senate.

Sm: I am appeaving on bebalf of the Connecticut Valley Broadleaf and
Havang Seed Tobaceo Growers, Ine, I am president of this assoclation and the
membership of my association encompasses the tobacco growers of the four
States (Vermont, New Hampshire, Massachusetts, and Connecticut). Personally
I am a farmer, owning 184 acres of tobacco plantation and four other farms.

I am a produrer and dealer in milk and cream under the trade nume of
Villa Farms Dalries. I am here representing our association in connection
with the trade agrecment with the Netherlands insofauv as it affects the duaty
on Sumatra tobacco, For many years the duty on Sumatra tobacco was 75
cents per pound. Under thlg rate the domestie tobacco growers were prosperous,
'This was before 1897. In 1807 the duty was fixed at $1.85 per pound. This
rate remained in force until 1921 when, I believe, in order to meet the war
emergency the rate was raised to $2.35 per pound and a year later was changed
to $2.10 per pound. Under the Smoot-Yawley bill the rate was fixed at $2.2714
per pound.

The competitive tobacco in the United States for wrapper purposes is the
ghade-grown tobacco of the Connecticut Valley. 1 am told that the cost of
production of this tobacco is $1.25 per pound. This I can personally corroborate
since I have grown on my plantatlon shade-grown tobacco over a course of
years. ¥From thig it will be seen that the duty under the Smoot-Hawley M
amounts to approximately 200 percent of the cost of produzing a similar article
in thig country. Because of the inherent gualities of Sumatra tobacco and
domestic shade-grown tobacco they have individual propertics which will not
permit the free substitution of one for the other. Since the Tariff Act of 1930
my association, together with the tobacco growers of Pennsylvania, Wisconsin,
and Ohio, amounting to approximately 25,000 growers, have engaged in a fight
to reduce the duty on Sumatra wrapper. Since this wrapper can only be
used to commercial advantage on cigars made of domestic filler and binder,
in other words, without thig imported wrapper, the domestic grower of filler
and binder, would lose his market.

As I have said, I am grower of shade tobacco and also of broadleaf and
Havana seed tobacco. I realize, as all the members of my assoclation realize,
that in order to produce a commercial cigar of domestic binder and filler, we
must have Sumatra wrapper. On the contrary, the shade-grown raised in
this conntry is used on cigars made on imported filler, this because of popular
demand for blended tobacco.

When the trade agreement was negotiated with the Netherlands we made, in
substance, the snme presentation to the committee on reciprocity on information
and under the law now under consideration the duty was reduced from $2.27%
per pound to $1.50 per pound. Since this reduction in the duty on Sumatra
tobacco, the statistles will show that it has profited not only the grower of
broadleaf and Flavana seed tobacco but also the grower of shade-grown tobacco.
T need not go into these statistics, since my visits to the State Department and
the Department of Agriculture have shown that our study of {his proposition
conflrms my conclusions. These statisties are available to this committee and I
will not encumber the record with thelr repetition here. Let me obscrve, how-
ever, that the effeet of the reduction in duty in the Netherlands treaty has accom-
plished the result that siuce February 1, 1936, the Netherlands has bought 12
times as much tobacco from the United States as the United States has bounght
from the Netherlands, While the importation of unmanufactured leaf tobaccos
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increased 8 percent, the exports of the same type Increased 15Y; percent during
the same perfod. The total exports of unmanufactured tobaccos for August 1936
from the Unlted States amounted to 20,944,233 pounds. the exports for July
1936 amounted to 20,775,137 pounds, an increase of more than 6,200,000 pounds
in one month, If you will compare these ligures with that of August 1935, you
will find that there was only 22,644,275 pounds cxported, or 4,300,000 pounds less
in 1935 than in 1936. We wish to call attention to the fact that this occurred
under the operation of the Netherlands agreement which was brought about by
the Reclprocal Tariff Act now under consideration.

In 1932 the broadleaf and Havana seed tobacco grown in the Connecticut
Valley sold for 7.7 cents per pound. In 1084 it had risen to 17% cents; in August
1936 the Agricultural Department in itg bulletin setting forth farm prices of
tobacco per pound reports the price in Massachusetts as 28 eents per pound and
in Connecticut 32.7 cents per pound. Our examination of the reports of the Agri-
cultural Department also show that the income of the agrienlturist over the
United States was, for 1035, $8,000,000,000; in 1936 it was $9,050,0600,000, or
$1,041,000,000 increase in 1 year, which we belleve was partly due (o the effect
of the reciprocal trade agreements negotinted under this act.

It is the concensus of my association expressed in a resolution adopted author-
izing me to appear here that this progress has been made under the reciprocal
trade agrcements, and because of thig I am authorized to appear here on bebalf
of my assoclation, and I believe I am voicing the sentiment of the consumers of
our product to petition the Congress to continue the operation of the Reciprocal
Tariif Aect, since it is only through this means that we felt that we will be able
to reduce the prohibitive duty on Sumatra tobacco to an amount which will
equalize the expressed intent of Congress to base all duties on the difference
between cost of production abroad and in the United States. This cannot be
accomplished until we recelve the full §0-pereent reduction authorized by the
Reciprocal Tariff Act, and even then it will more than cqualize the cost of
production here and abroad.

Since it 18 the concensus of opinion of my associntion, aud I may say, the
consumers of our product, that only through the good offices of the State De-
partment operating under the authority granted by Congress in the Reciprocal
Tarviff Act, we may secure the proper adjustment of the duty on Sumatra
tobaceo, we ask on behalf of the 25,000 farmers in this country whose financial
interests arc contingent upon successive tobacco crops, the Reciprocal Tariff
Act must be extended as proposed In the bill now pending or it will result in
economic disaster to those of us who are now struggling to maintain the leader-
ship of America in the growing of tobacco.

Respectfully submitted.

CoNNECTICUT VALIEY BROADLEAF &
HAvVANA Seep ToBAcco GRowERsS, INC.,
A. H. W. Stimson, President.

Senator Kine, In addition, there will be placed in the record a
statement furnished by Mr. Julian D. Conover, secretary, American
Mining Congress, regarding the pending joint resolution; a brief
by Mr. John E. Dowsing, tariff counsel for the United States Potters
Association; a statement furnished by Mr. E. H. Everson, national
president, Farmers Educational and Cooperative Union of America;
and a memorandum submitted by Mr. Robin Hood, secretary-treas-
urer of the National Cooperative Council.

(Information referved to is us follows:)

STATEMENT OF JULIAN D). CONOVER, SFCBETARY AMERICAN MINING CONGRESS, TO
THE COMMITTEE ON FINANCE o THE UNITED STATES SENATE, IN 8k H. J, REs.
96, ProOVIDING FOR JISTENSION OF THE IMOREIGN TRADE AGREEMENTS ACT OF 1034

The American Mining Congress, representing the varlous branches of the
mining industry of the United States, respectfully urges that in any extension
of the Trade Agreements Act of 1934, a provision be added that will ape-
cifically require that a list of all commodities or articles under consideration
for the granting of concessions to any country, be included in the advance
publi¢ notice ot fautention to negotlute a trade ngreement with that country, -

125098~ B7~mpt, Zmi14 ’ .
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Such a provision In the law is8 of the utmost importance to producers of
minerals and metals and undoubtedly of many other commodities. In the
negotiating of reciprocal trade agreements in the last 3 years, producers in
thig country have been without any knowledge or advance wuarning as to
whether reductions in duties or other changes in thetr tariff protection were
under consideration. 'Lhis has resulted in extreme confusion and uncertainty
which has been harmful to the mining industry and has tended to retaed
and discourage the development of mineral enterprises,

Lacking such iluformation, producers in many cases have had to go 1o great
trouble and expense In preparing data for submission to the commitice for
reciprocity information on the mere supposition that their interests might be
in Jeopardy, and much of this time and expense has undoubtedly Leen wasted.
In certain cases where an Industry has apparently had every renson to belleve
that its product was not under consideration, and for that reason has not
submitted data to the committee, proclamation of the completed agreement hauy
disclosed, to the acute distress of employers and employees in that industry,
that their protection had heen materianlly reduced.

The case of white lead under the Belglan agreement is an example, Although
it had been clearly indieated, in hearings before Congress and elsewhere, that
as a general policy concessions to any foreign country would be made as to
thoge products for which that country was a principal source of importations,
and although the list of principal imports from Belgium published by the State
Department contained no reference to white lead, and hence the producers
assumed that their protection was in no way endangered and did not flle &
statement nor make an appearance, yet when the completed treaty was pro-
claimed, to the extreine surprise of all coneerned, it carried a reduction from
2.6 to 2.1 cenis per pound in the white-lead duty. Under the unconditionnl
most-favored-nation policy, also, this reduction was extended to other countries
which are large producers of this commodity.

The cage of silica sand under the same trade agreement is another example,
The list of principal imports from Belgium showed no reference to this com-
modity, yet when the agreement was proclaimed it was found that the duty
upon it had been cut in half,

The fact that domestic producers have been completely “in the dark” as to
matters so vitally affecting their operations and their ability to employ labor
has resulted in numcerous protests concerning this procedure, and in its recent
announcement of negotiations with Ecuador, the State Department declared
that forma) notice of intention to negotinte would contain “a listing of all the
items under consideration for the granting of concessions to Hcuador-—in other
words, all items with respect to which a reduction or binding of tariff treatment
of our imports is contemplated.” .

This procedure i3 a distinet improvement and one which we heartily endorse.
However, it is essentinl to the welfare of American indusiry that such proce-
dure be definitely provided by the law and not left to administrative discretion.
" 'We respectfully submit that Congress should unequivocally stute its intention
that domestic producers shiould thus recelve adequate notice in case any tariff
concession on thelr product is contemplated, and that employces, employers,
and agricultural and other groups should then have full opportunity to present
pertinent facts. A period of at least 90 days should be given for the prepara-
tion and submisston of data before negotiations are undertaken.

- We suggest that an amendment to the present law, making specific provisions.
such as we have urged, might appropriately be made in section 4 of Public, No.
816, Seventy-third Congress.

Brier oF tHE UNITED 81ATES POTTERS ASSOCIATION

MEMORANDUM IN OPPOSITION TO EXTENDING THE RECIPROCAY, TRADE AGREEMENTS ACT
FOR ANOTHER 8 YEARS

(By John E. Dowsing, tariff counsel)

The United States Potiers Association, representing 95 percent of the manu-
facturers of pottery (tableware and kitchenware) in the United States, is op-
posed to the extension of the Trade Agreements Act as it 18 not regarded in any
gense a reciprocity bill, or in the best interests of industry and agriculture.
Statistics showing the adverse effect on both Industry and agriculture, as pub-
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lished by the Department of Commerce and by the United States Chamber of
Commerce, illustrate this fact,

The Reciprocity Trading Act is a misnomer and conveys, in our opinion, an
unlawful delegation of power and therefore unconstitutional,

Where each of the parties to a treaty makes special concegsions to the other
with the intention that the transaction shall be looked upon as a particulur bar-
gain, and with the understanding its benefits are not to be extended automati-
cally, generally, and freely to other states, such an agreement is a “reciprocity”
agreement,

The so-called reciprocity treaties, 15 of which have been negotinted by the
Department of State under this act, are not reciprocity. The agreements signed
with Canada, ¥rance, Netherlunds, ete, with reductions made in our tariffs
automatically apply to merchandise of the same kind or class ho matter what
country it comes from, The rates are not eonfined to the states contracted with
but are generalized to all the world, excepting Germany and Australin, Surely
this {8 an absurd method of trading when states not parties to the agreement get
the benefit of the trade without giving any componsition for it. ‘The first form
of agreement ig bilateral while the latter iy multilateral.

In point as a bilateral agreement for compensatory reductions of rates by the
other country 18 the agreement between Sweden and the United Kingdom, May
185, 1933, where the United Kingdom agreed to reduce rates of duty on raw
granite, safety razor blude blanks, Kraft paper, etc., for Swedish reduction on
automobhiles, marmalade, oil cloth, asbestos sheeting, ete. But England did not
generalize her reduced rates to the world. It was strictly an agreement between
the two countries—a reciprocity agreement, Further, instead of merely reducing
rates on specific commodities which are generalized to the world by us, the bar-
gaining conslderation in some cases is to “freeze” rates of duty for a specified
time, thug giving the other contracting party, as well as the world, the assur-
ance agoinst Increases; or to maintain a particular product on our free list.

Sixty-six percent of the importations into the United States are on our free
list, and it is a fact worthy of note that while most of our exports have a duti-
able status in the tariffs of the foreign countries most of the merchandise im-
ported from those countries are on our free list and duty free; yet we have made
binding promises not to impose a duty or a tax on a broad list of commodities
that are now admitted free und this agreement to “freeze” such merchandise on
the free lst is extended not only to the country with whom the agrcement is
made but to all other countries of the world, And this under the name of
reciprocity.

The principle of this hill seems to be clearly unconstitutional, and as to that
premise we will go no further than to refer to the speeches made by Senator
Hull, now Secretary of State; Speaker Qarner, now Vice President; Mr, Dough-
ton, now chairman of the Ways and Means Committee, and many others, as re-
ported in the current copies of the Congressional Record during the time of the
discussions relative to the Hmited authority conveyed by the flexible provisions
of the Tariff Act, We quote an excerpt from Senator Hull's speech:

“The proposed enlarged and broad expansion of the provisions and funetions
of the flexible clause is astounding, is undouhtedly unconstltutional, and is vio-
lative of the functions of the American Congress * * *  Ag was gald on a
former occasion, “This is too much power for a bad man to have or a good man
to want,! * * w

If, in the opinion of all those distinguished statesmen that the limited meas-
ure, which, inetdentally, was passed on by the Supreme Court and pronounced
to be constitutional and not a forbidden delegation of power) was unconstitus
tional then and delegated too much power for a “good man to want”, they have
been very inconsistent in fostering the Reciprocity Trading Act, with its con-
veyance of unlimited power, and now fts extension. The Constitution has not
changed, but evidently the minds of those statesmen have,

Secretary Hull stated some months ago before the United States Chamber of
Commerce and lately before the Ways and Means Committee, that the Trade
Treaty Act had the noble purpose of the “preservation of world peace,” We
were originally given to understand that It was solely for the extension of our
foreign trade, to bolster our waning export market. Now it is an instrument
of peace. Can it be seriously constdered that the trade-treaty program will
supplant the League of Nations, The Hague Tribunal, the World Peace Foun-
datlon, and other such organizations throughout the world? Is it really
believed this plan will be more successful? X¥s 1t really belleved that
free trade tariff reductions would have kept Napoleon's army in France? 'Were
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international barriers responsible for the conquests of Caesar and Alexander the
Great? Did the Underwood I'ree Trade Marifi passed in 1913 keep us out of
the World War? Did such a4 theory keep Mussolini from grabbing a lurge slice
of Africa?

Honest men are elected to high office and honest statesmen are appointed to
steer our ship of state in a true and safe course. They arc honest in thelr con-
victions and sincere in their desire to render noble and faithful service. Yet
many a ship of stute hag gone on the rocks of financial chavs and despair be-
cause 1t takes more than honesty and sincerity of purpose in the make-up of n
statesman to keep a nation on an even keel and in a true course that will guar-
anteo safety and good government to the best Intercsts and welinre of the
nation and all its people. It takes experience, wisdom, and sound judgment
and, most frequently, the greatest requirement in the make-up of a modern
statesman is lacking, and that is an abundant supply of good, old-fashioned
common sense,

One of the idealistic thoughts advanced in argument for this reciprocity bill
relates to the payment of the hundreds of millions of doilars owed us by foreign
nations that this debt cannot be paid us in gold Lecause we have most of the
gold of the world. 'Therefore, it must be paid in dollar credits, but we cannot
set up dollar credit heve only by permitting unrestricted importations of goods
whereby dollar credits would be set up. In view of our uncmployment situation
with some & or 10 millions of unemnployed that iy impossible, and the cancela-
tion of our war debts in toto would probably be far leys harmful to our indus-
trial and economic system., But does anyone really think that the use of that
money, if the credits were set up, would be for the purpose ot buying the goods
we have for export or for paying the debts owed us rather than the purchase
of our stocks and bonds and increasing the foreign holdings in our great
corporations and industries?

The subject of reciprocal treaties is all abrorbing to American indusiry and
agriculture. All welcome and recognize the necessity of the expansion of foreign
trade. But it should be conducted along lines of reciprocity and not as has
been done, The Senate in abdicating its constitutional power in treaty making
placed in the hands of the President the sole power to control the prosperity
or failure of 05 percent of American industry, We should not delude ourselves
that the development of our foreign trade at the expense of our domestic in-
dustries and agriculture in the home market will banish unemployment and
produce prosperity,

Foreign trade is necessary unless we wish to build a Chinese wall about the
country, which no one advocates; but foreign trade should be developed by
special agreements between countries of a bilateral character. Irigures show
that the greatest gaing in international trade have been made by those nations
which have pursued the policy of making special agrecments, and that those
gains have been made largely at the expense of the United States. Some 375
or 400 of these speclal agreements have been concluded by other nations the
benefits of which do not accrue to the United States, Obviously this form of
agreement must be advantageous or those nations would not have entered into
them, and according to the League of Nations Review of World Trade the
greatest gainy in world trade have becn made by the nations making such
bilatoral agreements.

Reduction of industrial tarlff rates not only hurt domestic manufacturers und
labor, but is harmful to agriculture as well. Any blow at industry and labor
smites the farmer glso, a8 the farmer’s greatest market 18 industrinl America,
The sharing of Amicrican jobs with cheap foreign labor closes factories nnd
affects production, reduces the huying power of labor of the farmer's products,
ana thus passcs the effect on to agriculture as well, fostering unemployment and
continuing the depression. '

There is much wmisinformation in regard to foreign trade. 'The impression
has seemingly been created that the very crux of our economie life is foreign
markets and that there are untold millions employed in producing goods for
foreign trade and exports of raw materials, Competent industrial statisticiang
estimate that perhaps not more than 1,500,000 or 2,000,000 were engaged in
United States exports at the very peak. In the banner years of 1027-20 exports
amounted only to 6 percent of our national income, whereas other countries
received from 20 to 65 percent of their national income from foreign markets,
Approximately one-half of the world's trade i8 normalily taking place within
our borders. Accordingly, a plck-up of 5 percent in our domestic trade' 18
equivalent to 100 percent in American exports. Arguments for increasing export
trade through unrestricted importations is a case of the tail wagging the dog.
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It is concededly right for the United Htates to try and improve its foreign
trade, but this tarift experiment has put this vast market at the merey of
foreign agriculture and foreign industry with its cheap labor, And while
American industry has been pillovied for not abgorbing the vast army of
unemployed when there was no work for them to do as industries were heing
unsold by the vast importations of forelgn competitive goods; and for not paying
larger wages to those having johs-—the tariff, the only protection the munu-
tacturers have, hus been cut to let fn a still greater flow of foreign cheap labor
merchandise.  The results have been that for the most of last year imports
exceeded exports and depressed this country’s favorable trade balance, It
declined from $439,000,C00 in the first 11 months of 1934 to $49,000,000 in that
period in 1936. The gain in imports since 1934, during the 1fe of the Reci-
procity Act, exceeded $G51,700,000, two and one-half times the gains in our
exports, Taking the trade pacts with Canada, Belgium, $weden, Netherlands,
and Switzerland as illustrative, we find that in the first 11 monthy of 1034
our imports for those flve countries totuled $302,000,000, Xor the sume period
last year the imports were $496,000,0600. The exports to those countries rose
also, but the gain in lmports wag just 137 percent greater, We see glowing
gtatements about the gain In exports over a given period, but the tremendous
gaing in imports is soft-pedalled.

For nearly 50 years thiz Government has enjoyed a favorable trade balance
in its international trade, which of course means that we have always sold
more goods abroad than we have imported, That 18 a hookkeeping favorable
trade balance; when, as a matter of fact, we probably have not enjoyed a
favorable trade balance from a practical standpofut at any time in the last
20 years,

In 1920 our export excess over our imports was $841,0600,000. By 1083 we
had reached the lowest fignres of our favorable trade balance in many years.
This was what might be termed the bottom of the world-wide depression, partic.
ularly as far as the United States was concerned. During the latter part of
1933 and 1934 theve were signs of business recovery, dne to the pump-priming
and enormous expendituves of Government money on W. P, A, and other govern-
mental agencles and enterprises so that in 1934 we had recovered our favorable
trade balance to the extent of $478,000,000. More than 50 percent of this balance
was wiped out in 1935, although several of the reciprocity treatics were in
operation. The favorable trade balance dropped back to $286,000,000, almost
touching the low level of 1933, the rock-bottom figure of our world-wide depres-
slon, Eleven or twelve additionai treaties were negotiated in 1936, with the
result that our favorable trade halnnce dropped to a new low level of $34,000,000
in 1036, the lowest at any time in §0 years. But if $34,000,000 was the figure
it might not be quite so bad, Under normal conditions instead of having a
hookkeeping favorable trade balance of $34,000,000, based on our ¢xcess exports
for the year 1936, we should have had approximately $500,000,000 favorable
trade balance based on the ratio of imports to exports during the past 20 years.
Algo in 1938 we purchased approximately $175,000,000 worth of silver. This
purchase of silver, an unnecessary importation, adds to our unfavorable trade
balance, especially in view of the fact we are paying an enormous premium on
the value of this silver. No doubt we had to do this to maintain the fictitious
price of silver created by our Government, There was nothing that caused
a greater shock to the economic set-up of Germany than her unfavorable trade
balance because Germany was a great exporting nation. She started her print.
in’g ‘presses in operation to save herself, and the vesults are still fresh in
wmind,

Bverybody must admit that & man or woman without a job is a poor customer
for the products of any manufacturer whether they be produced abroad or in
our own country. Nine millions unemployed means a terrific yeduction in the
purchasing power of the Nution, At $1,000 per annum it means no less than
$9,000,000,000, The turnover of thiy enormous sum would bring prosperity to
all industries, and to all classes of citizens, Xt would balance the Budget, It
would enable the Government to reduce taxes. It would increase our foreign
trade because we would buy more coffee, tea, splees, bananas, rubber, silk, tin,
and all these things which we do not produce at home. We would once more
become the world’s greatest customer for these items. The real road to pros-
perity has its beginning at home in the greatest market the world has ever
known, the American market, This market must be maintained by jobs for
American citizens, the produetivity of our indusiries and farms, and not b

[
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Jobs for foreign workmen. Slashing the tariff to all the world; freezing mer-
<chandise on our free list: freozing rates of duty for a perlod of yeary, are
not conducive to giving jobs to American workmen.

T'he Reciprocity Act should not be extended in the form it is, nor should
the State Department be given the free hand it hus had to traflic away the
interests of industry and agriculture. No treaty should be effective unti) lt.
has met with serutiny of the Senate and conflriaed by it.

STATEMENT OF K. X, KVERSON

Mr. Chairman and Gentlemen of the Conunittee, X am the national president
of the Fuvriiers MKducational and Cooperative Union of America, a \genuine
tarmers’ organization carrying on organization work in 37 States,

We are not opposed to the practice of reciprocity in carrying on trade with
forelgn rations exchanging commoditics of which we have exportable surpluses
for comodities which we do not produce a sufiiclent amount to supply our
domestic requirements, provided we are assured an average cost of production.
However, we do believe our farmers should be entitled to the American market
to the full extent of their abllity to supply that market,
© Che cartailing of our farm production by the Government, on the onc hand
und then the importing of these farm products to supply the defleit of production
thus created on the other hund does not seem to us to be consistent with sound
public polley and we know his has been done under existing treaties.

1 wish to call your attention to the fact that innnmediately after our trealy
avith Canada went into effect the price of eattle on the South St Paul market
went down $1 per hundred, and this at a time wlen our cattle in that section
were forced on the market on account of the drought. The price of checse also
went down 2 to 3 cents per pound.

We believe it will be fmpossible to insure our farmers their equitable slmw

of our national income under such conditlons, and unless farmers do recetve
their fair share of our national income, they cannot meet their obligations and
purchase the products of industry and labor which they sorely nced to sustain
and maintain their farm plants. Surely, it secms to me, in negotlating any tariff
treaty, the industries affected should have an opportunity to he heard before
the trade is made, and it seems to me these agreements should reguire mtlﬂuttl(m
by the Congress representing all the interests of our people affected.
« ¥ lUstened uttentively yesterday to the gentleman from Detroit explaining to
wyour committee the increase in foreign sales their industry had enjoyed as a
result of thege trade treaties, and X want to call your attention to the fuct that
he entirely overlooked the fact that by exchanging these antomoblles for foreign
farm products they probably lost an American furm market for even a greater
number of automobiles than they scld abroad.

I know from personal observation and contact with farmers in the great
najority of States in this Union that there is a potential market out on the
farms of this country for billlons of dollars worth of the products of industry
and labor if our income was such as to make it possible te purchase thiese
products which we need, but I say to you that every time you give our American
farm market for the products which we produce in sutficient quantities te supply
our domestic market, you are curvtailing the American market for the products
of industry and labor to the same extent, I am sure the automobile industry
would not approve of trade {reaties wherein we would exchange our farm
products, we will say, for antomobiles from forelgn countries when they are
well equipped to supply our needs. There are hundreds of thousands of farmers
who are in actual need of all kinds of manufactured products and they cunnot
supply thefr needs because of lack of Income. Surely, it seems to me, these farm
products should not be permitted to enter the American markets at lower prices
than the average cost of production here,

I do not believe the increase In business and industrlal netivity 18 due to
these trade agreements. I think it 1s largely becaunse of the ncrense in Govern-
ment spending to the infilation of credit more than anything else, and if this
inflation is followed by a deflation as is usually the case, the losses will, no
doubt, be much greater than the gains we have made. It is true that in the
high protective tariffs we had diseriminated againet the farmer and in favor of
tlie manufacturer because the tariff wag only partly effective upon farm prod-
ucts and now if in the process of reduction of these tariffs you reduce the farm
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yehodnles restricting our American farm market to enlarge forelgn markets for
manufactures you are again discrimiunting against the farmer and I beleive
it will eventunlly adversely effect ail business industry and labor in thig
couniyy. Surely the vast wmajority of the people in this country would not
want such a condition brought about.

It was Woodrow Wilson, I believe, who “advocated open covenants openly
arvived at.” And this, gentlemen of the commiteee, it seems to me shonld be
sound democratie doctrine us applied to these trade agreements. Certalnly we
farmers do not want to be placed in a position where our American market for
onr Ameriean furm products would be fraded off to forelgn couutries without
our kunowledge and without being given due notice and an oepportunity to be
heard on the proposition,

1 know it 18 being contended that the amount of these imports 18 swall as
compared to our domestic production, but let me remind you that even a small
amount, thrown upon our murkets in excess of what there is an effective demand
for, can have the effect of reducing the price materially. .

In conclusion 1 wish to stute that our organization is quite generally. in
necord with the position of the Grange as cxpressed by Mr, Brenckman of
the Grange and Mr. Holman of the milk producers. ’

I thank you.

[

Mrenmoranvuy SusMITIED By Romn Ioon, SECRETARY-TREASURER OF THR
NATIONAL COOPERATIVE COUNCIL v

The position of the Natfonal Cooperative Councll with respect to extension
of the act uuthorizing reciprocal trade treaties is defined by terms of the resos
lutlon at the end of this memorandum, '

The council is the national federation of farmers cooperative business organ.
fzations. 1ts member units last year handled $1,200,000,000 worth of faym
products and farm supplies for their 1,600,000 members, More than 4,000
separately incorporated cooperatives are represented in the Council through
thelr commodity federations as follows:

MEMBERSHIP OF NATIONAL COOPERATION COUNCIL

Citrus and subtropical fruit division.—Calavo Growers of California, I.os
Angeles, Calif.; California Date Growers Assoclation, Los Angeles, Calif.;
California Fruit Growers Exchange, Los Angeles, Calif.; Mutual Orange Dis-
tributors, Redlands, Calif.

Cotton division.—-American Cotion Cooperative Assoclation, New Orlenns, La,

I)agu(givmn‘on.—«—Nationnl Cooperative Milk Producers Federation, Washing-
ton, D, C.

Deciduous fruite division—California Fruit lxchange, Sacramento, Calif.;
Amertean Cranberry Exchange, New York City,

rain and sced division—~American Rice Growers Cooperative Assoclation,
Lake Charles, Ia,; Arkansas Rice Growers Cooperative Assoclation, Stuttgart,
Ak, ; Egypttun Seed Growers Exchange, Flora, Jil,

FLivestock division.—National Livestock Marketing Asgoeiation, Chieago, I

Nut diviston-—California Walnut Growers Association, Los Angeles, Callf.;
National Pecan Growers Exchange, Albany, Ga.; National Pecan Marketing
Asgoclation, Macon, Ga, .

Poultry division~-Xdaho KEpg DProducers, Caldwell, Tdaho, Northwestern
Turkey Growers Associntion, Salt Luke Cly, Utah; Pacific Egg Producers
Cooperative, Ine, New York City; Utah Poultry Producers Cooperative Asso-
clatlon, Salt Lake City, Utah,

Processed frutts and vegetables division~-California Prune and Apricot
Growers Association, San Jose, Calif. ; Fillsboro-QGueen Anne Cooperative Cor-
poration, Baitimore, Md.: North Pacific Camers and Packers, Inc, Portland,
Oreg. ; Bun-Mald Raisin Growers of Californfa, Fresuo, Calif, .

Purchaging division~Consumers Cooperative Association, North Kansas
City, Mo.; Cooperative Farm 8ervires, Clarksburg, W, Va.; Cooperative
G. T. I, Exchange, Inc, Ithace, N, Y.; Hastern States Farmers Exchange,
Springfleld, Mass.; Farm Burveau Cooperative Association, Inc, Columbus,
Ohlo; Farm Bureau Services, Inc, Lansing, Mich.; Warmers Cooperative Hx-
change, Ralelgh, N, C.; ¥Frult Growers Supply Company, Loz Angeles, Calif,;
Indiann Farm Bureau Cooperative Assoclation, Indianapolis, Ind.;: Misslesippi
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Federated Cooperatives, Jackson, Miss.; Producers Cooperative Exchange, At-
lanta, Ga.; Southern States Cooperative, Ine.,, Richmond, Va.

Pobacco division—~—Kastern Dark Fired Tobacco Growers Association, Spring-
ficld, Tenn.; Maryland Tobacco Growers Association, Baltimore, Md.; North-
ern Wisconsin Cooperative Tobacco Pool, Madison, Wis.; Virginia Dark-Fired
Tobacco Growers Marketing Association, Farmville, Va.; Western Dark Kired
Tobacco Growers Association, Murray, Ky. .

Vegetables and mmclons division—Bastern Shore of Virginia IProdnce Lx-
change, Onley, Va.; National Fruit and Vegetable Exchaunge, New York City.

Wool division—National Wool Marketing Corporation, Boston, Mass.; Pa-
cific Wool Growers, Portland, Oreg.

Agsociate membors—Agricultural Council of Californin; Arkansas Couneil
for Agriculture; Farmners Cooperative Council (North Carolina); Xdaho Co-
operative Council; Oklahoma Agricultnral Cooperative Council; Oregon Co-
operative Council; Peunsylvania Association of Cooperative Organizations;
Texas Cooperative Council ; Washington State Cooperative Council,

. Accredited dclegates of these organizations in their annual meeting in Wash-
ington, January 7, 8, and 9, adopted the following resolution:

RESOLUTION ON FOREIGN TRADE

As stated in the resolutions of the National Cooperative Council of last year,
the sound policy for agriculture in relation to our foreign trade is to maintain
all of the domestic markets for American farmers with regard to products pro-
duced within the United States, and to encourage our farmers to produce pro-
ducts which will take the place of those now being imported whenever such a
procedure is practicable, Xt is also essentinl to the continued prosperity of our
people that every sound effort be made to regain and to expand our foreign
trade outlets, particularly outlets for agricultural products. R

The record of our foreign trade for the first 10 months of last year make i
very questionable as to whether the present trade-agreement program of our
Government 18 in the best interest of agricullure, The adverse balance of total
trade as between the United Stoates, and the first six nations with which we
have signed frade agrccimments during this period, had increased to mearly
90 million dollars., Looking toward the end of developing foreign trade, if the
policy of trade agrecments is to be continued, the following changes should
be made in the act of June 12, 1934: (1) The right of the Senate to ratify trade
agreements should be restored; (2) general application of tariff benetits should
be abandoned so that only the nations signatory to such agreements shall obtain

. their benefits; (3) public hearings should he held on trade agreements before

they are completed, by whatever authority considers them.

The State Department should refrain from negotiating any further reductions
in import duties on agricultural products, in binding agricultural products
on the free list, and in binding the Federal (lovernment not to increuge nor
levy internal taxes upon imported producls which directly or indirectly com-
pete with those produced on farms in the United States. "The Congress should
not shrink from abandoning the most-favored-nation cluuses in most of the
treaties which the United States has signed with other nations.

The Secretary of Agriculture is urged to limit importations of agricultural
products which may be interfering with the price parity programs by exercising
tAhets powers vested in bim in section 22 of the amended Agricultural Adjustment

ct.

The Secretary of Agriculture is urged to enlarge upon the use of funds
made available by section 32 of the same act to indemnify persons for losses
sustained in undertakings to devclop foreign-market outlets or otherwise
dispose of domestic surpluses of agricultural products by methods approved
by the Secretary of Agriculture,

We urge the Senate to oppose ratification of the Argentine Sanitary Conven-
tion which would permit the admission of livestock into this country from
certain States of the Argentine because precuutions to prevent the spread of
g?otf and mouth disease are not equal to the precautions taken in the United

ates,

We further urge the Congress to enact legislation establishing sanitary re-
strictions upon the importation of all products of plant and animal life, which
are equal to those established in the United States by whatever authority.
In this connection we urge the State Department to discontinue its present
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practice of incorporating in each of the trade agreemeuts a provision which
binds the governmenty signatory to trade sgreements not to strengthen thelr
respective sanitary requirements as to imported produets without mutual
consent, and the establlshment in the case of disagreement of joint commissions
of technical exports to discuss any proposed new sanitary restrictions,

The above seem to be the minimum requirements for maintaining a well
rounded foreign-trade program designed to protect honme markets for domestic
producers and to develop additional outlets for domestic agricultural products
in countries which can consume them,

Senator Kinve, Before we adjourn T desire to submit for the record
a letter addressed to Senator Lonergan by Mr. C, L. Eyanson,
agsisiant to the president, the Manufacturers Association of Con-
necticut, Inc., Hartford, Conn., a resolution presented by Mr. Harry
Tipper, of New York City, on behalf of numerous foreign trade
organizations, and a letter from My, Samuel A. Syme, of Washing-
ton, D. C., representing the Dried Fruit Association of California.
We will 11(1]0{11'11 then until 10 o’clock Monday morning, and the other
witnesses will appear then.

Tie MANUFACTURERS ASSOCIATION oF CONNRCTICUT, INO.,
Hartford, February 8, 1937,
Reciprocal tariff agreement.
The Honorable AucustINE LONFRUAN,
Scnate Ofice Building, Washington, D. CO.

My Dear SENaTOR LONERGAN: T want to thank you for your thoughtfulness
in sending to us the copy of the Reciprocal Trade: A Current Bibliography,
issued by the Tariff Commission.

I suppose that becwuse of the complete backing of the aGministration the
Reciprocal Tariff Treaty Act will be continued in its present form. Beeause of
that conviction, we perhaps mistakenly did not appear when the proposal was
being heard before the Ways and Means Committee,

We are particularly opposed to the continuance of the unconditionat most-
favored-nation provision of the present act. These provisions, as you know,
extend the benefits of reciprocal-tariff agreements to all countries, even though
they may not be a direct party thereto, unless by proclamation the President
specifically excludes certain countries, as he has Germany and Australia.,

We feel also that if the act is to be continued, advance notice and an oppor-
tunity to be heard should be granted. Under the present law and under the
administration thereof we have no knowledge of the commodities involved until
after the treaty has been signed, sealed, and delivered.

Connecticut has already suffered materially from the operation of this act
and while there is good in it we believe that present wording and administra-
tion react greatly to our disadvantage. If it were necessary for the agree-
ments to be ratified by the Senate, particularly in those eases where ratification
is required by the legislative body of the other contracting party, we believe
that a great deal of good would result,

Yours very truly,
0. L. Kyanson,
Assistant to the President.

RESOLUTION URUING RENEWAL OF RECIPROCAL TRADE AGREEMENTS ACT

On behalf of the following organizations concerned with the welfare of our
foreign trade, we would like to urge upon you the importance of renewing the
Reciprocal Trade Agreement Act promptly and without hampering amendments.

These assoclations represent every type of interest involved in our foreign
trade. Geographically they include business organizations from every State,
and industrially all types of product and service,

At the National Foreign Trade Convention held in Chicago, November 18, 19,
and 20, 1936, the represcntatives of theseé organizations, numbering over 700
delegates, unanimonsly adopted the followlng resolution: B
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"“hiy convention continues to support the reciprocal trade agreements pro-
ram and the unconditivnnl most-favored-nation principle on which it is based,
t has proven to be the most effective means available for breaking down trade

barriers which restrict world exchuange of the products both of agriculture and

industry.

“We recommend the renewal of the Reciprocal Trade Agreements Act,

“We urge that the procedure under which trade agreements arve negotiated
be reexamined and simplified where possible. It would make for greater effi-
ciency, for instance, if briefs and appearances at pnblic hearings were specifi-
¢ally invited from only those industries or commodity groups on whose prod-
ucts the granting of concessions is under consideration by our Govermment,
Under present procedure all whose trade might be affected, even remotely,
must file bricfs or enter appeurance. The present practice of allowing ail
parties to make presentation on any item, however, should be continued.

. “We call attention to the fact that the reeiprocal principle is vitinted when

a country having a trade agreement with the United States permits uncon-

trolled entry from a third country of goods which have been subsidized in any

form to a degree prejudicial to our ability to compete. We believe suitable
steps should be tuken to remedy this situation.”

These associations wish at this time to reiterate their agreement with and
support of the act which is having such a vitalizing effect upon our trade rela-
tions with the world, The outstanding value of this program is attested by the
tributes paid it by the business leaders in many couniries, the International
Chamber of Commerce, and the representatives of the Latin American nations
at the Pan-American Conference,

The progress made so fur hay contributed greatly to the future of our for-
eign trade. The beneficial effects already visible will be consolidated and
greatly incrensed by continuation of the Reciprocal I'rade Agreement Act.

Harry Tipper, New York City, on behalf of National Foreign Trade
Council, Inc, National Foreign Trade Assoclation, National
Federation of Foreign Trade Associations, Iational Council of
American Importers & Traders, Inc., Amorican Exporters & Tm-
porfers Assoclation, American-Chinese Trade Council, American-
Japanese Trade Council, S8outh African Reciprocal rade Com-
mittee, Joint Committee for Foreign Trade Action, Automobile
Manufacturers Association, Foreign Credit Interchange Bureau
of the National Association of Credit Men, Overseas Automotive
Club, Inter-American Advisory Commuittee.

DRIED FRUIT ASSOCIATION OF CALIFORNIA,
Sun Francisco, February 12, 1937.
Hon. Par HARRISON,
Chairman, Committee on Finance,
United States Semate, Washington, D. 0.

DeAr Sir: The Dried Fruit Association of California desires to go on record

with your committee as being very much in favor of the continuation of the

, reciprocal trade agreements, and to express the hope that the Senate will
promptly pass the bill which has already been approved by the House of
Representatives.

Normally 50 percent of the dried fruit produced in California goes iuio export
trade and the industry has found that the trade agreements so far consum-
mated have substantially improved the marketing situation in those countries.

As dried fruits constitute one of the basic agricultural commodities of the
State of Californiy, it is esrential to the growers that foreign markets be pro-
tected and preserved to the greatest possible extent,

We wish to thank you for ihis opportunity of expressing our views on this
matter.

Very truly yours, .
Samunn A, SYME,
Representative, Dried Frull Agsociation of California,

Southern Building, Washington, D. 0.

(Whereupon, at 5:10 p. m., an adjournment was taken until Mon-
day, Feb. 15, 1937, at 10 a. m.) ‘
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