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[CONFIDENTIAL]
REVENUE ACT OF 1938

TUESDAY, MARCH 29, 1838

UNiTED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C,
The committee met, pursuant: to adjournment, at 9:30 a. m,, in
the Finance Committee room, Senate Office Building, Senator Pat
Harrison (chairman) pmsidiniz.
The Cuairman. All right, Mr. Secretary, if there are any parts of
this bill that the Department of Agriculture wishes to express itself
upon, this committee would like to have your testimony.

STATEMENT OF HON. HENRY A, WALLACE, SECRETARY 6?
AGRICULTURE

Mr, Warrace. Senator, at the request of the committee, I am glad
to be here to answer any questions which the committee would care
to ask of me, : - .

The Cuarryan, Well, we would like to know what the views of
your Department are with reference to this pork amendment, and also
with reference particularly to the amendment offered by Senator
0’Mahoney, thinkinf, perhaps, if the pork amendment is taken up
that the cattle people ought to be taken care of also.

.Senator O'Manoney. And two or three others, ‘

Mr. Warrace. So the jumping off place is pork? ,

The Cuammax, Welly pork and cattle, If you want to discuss
perilla seed, flaxseed, sesame and whale oil, yoit may do that also.

Senator Bargrey., How about processing taxes?

The Cuairmax, I take it he does not want to disciss the processing
tax with this committee, B

Mr, Warrzace. T think: the most expeditions way, perhaps, would
be to read a rather brief statement here on the pork tax: :

The Cuatryax, Very well. i

Mr. Warrace. In a letter to the chairman of the Senate Finance
Committee, dated March 17, the Department of Agriculture ex-
pressed certain views in regard to the proposal to impose excise taxes,
in addition to the reqular duty, on imports of certain pork products.
The following principal points were made:

First. That the proposed taxes would yield little, if any, additional
revenue; and : ‘ o .

Second. That the imposition of these taxes was against the interest
of the American hog producer for the reason that our hog industry

23



24 REVENUE ACT OF 1038

is on a substantial export basis and is, therefore, not in a position to
be “protected” against foreign competition through high import
taxes. On the other hand, the imposition of such taxes would
jeopardize the prospects of expanding foreign outlets for our surplus
pork and lard production,

The purpose of this statement is to .present in somewhat greater
detail certain facts in regard to our pork export-import situation.

TREND OF PORK EXPORTS AND IMPORTS

. In considering the trends in our foreign trade in pork it is essen-
tial to distinguish between the period prior to the 1934 drought and
the period succeeding it. In the 10 years ending in 1934 the United
States exports of pork and lard averaged 926,000,000 pounds
annually. The drou%ht of 1934 did not affect the trade in pork
products until the following year. In 1934, for instance, our exports
of pork and lard amounted. to 585,000,000 pounds, while tine_v dropped
to 186,000,000 pounds in 1935 and averaged only 189,000,000 pounds
during the 3 years 1935 to 1937. y o,

On the other hand, pork imports averaged 8,306,000 pounds in the
10 years ending in 1934 but i‘umped to an average of 42,000,000
pounds in the 3 years 1935 to 1937, The largest imports, 75,000,000
poundsé were made in 1937, . o

The situation, then, was this: In the 10-year period preceding the
drought-aﬂecteti years, pork imports were less than 1 percent of pork
and lard exports, while in the 3 drought-affected years pork im-
ports amounted to 22.5 percent of pork and lard exports. .

FUTURE PROSPEQI‘S FOR PORK EXPORTS AND IMPORTS

The larger corn crop of 1937 is resulting in a considerable expan-
sion in our hog pYoduction. Since this corn crop did not start to
come on the market until October last year there has not as yet
been time for any significant expansion in hog production. Never-
theless, the monthly trade figures through January of this year show
a definite tendency toward a decline in imports and an expansion in
exports. For instance, pork:and lard exports in January 1938
amounted to 24,000,000 pounds or more than twice the exports in
January 1937. On the other hand, imports of pork in January of
this year amounted to 3,753,000 pounds, compared with 5,832,000
pounds in January 1937.

There is every reason to expect that this trend will continue during
the current calendar year and, with normal production of corn in
1938, will continue into the next calendar year. In other words,
without the imposition of any. additional restrictions on imports at
all we are almost bound to see’a substantial reduction in imports.
Ex?orts also will increase although the extent of this expansion

ill depend in part on what foreign countries do in respect to trade
barriers against pork and lard. Certainly, it -would be extremely
short-sighted to impose an import tax on pork products which would
represent protection only on paper at a time when strong efforts are
being made to enlarge our export outlets for the same products.
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A POSSIBLE AUTERNATIVE

It is not believed that any increase in import taxes on pork would
be of real benefit to the American hog producer, but a_plausible
case could be made for one particular increase, namely, in respect
to canned ham. This product is the princnpa‘ item in_our pork
import_trade and is more likely to continue to enter the United
States in significant quantities than any other pork item which we
have been importing during the drought years. L

Canned ham did not enter into international trade at the time
the Tariff Act of 1930 was passed. In that act provision is made
for a duty of 314 cents a pound on bacon and ham. It also pro-
vides for a duty of 6 cents a pound or not less than 20 percent ad
valorem for preserved meats, This latter duty was aimed pri-
marily at imports of canﬂgd:beef;iuum%Y .

When canned ha ed to enter the Utitted States the Treasury
classified it undeg«the paragraph relati:g to ‘oo? and ham at 31}
cents a pound jpfStead of under preserved meats at:¢ cents a pound.

Now canngd beef, which was assessed an import, dﬁgy of 6 cents
a pound, wis valued at_about 10 cents"y pound durlhg 1937. In
other worgs, the duty ofi cafined bgef amounted to aboug 60 percent
ad valorgn. On thé other jhand, the iiport value of chnned ham
during 1937 was about 28 ce wro}lnd so thhé the impor&duty of
314 cenfs a pound amounted--to.less*than 12 percent adyvalorem.
If canntd ham were to hayeithe éame equiyéilent’ad valorer) protec-
tion as'tanned beef, the dg ? on the basis df 1937 yalues, wofjld have
to be ajjout 17 cenits'a. ﬁou l;; of 314 cghts a pound.

‘An ijnport tax: of 17-cehts & d ¥ ially when it wfuld not
be of any value 'from the: point ,_f-v’le of raising retur
og proflucers, is ‘bbviqim y ridiculqus. - Bat thee isan ar,
least f the refepfd point-of yiew, In favorlof inc
duty on ‘danned ham to the eéquiyalent of the duty on
This could_be accomplished by n’ﬁgosin a 234-cents exfiss tax on

imports in“§ddition to the'present Yuty of 14 cents a gound.
enator 1. From'what countries doés canned #m comef

Mr. Warvracs,, From Czechoslovakia and Poland,

" Senator Warst.Was that the subject of the pefent trade treatyf

Mr. Warrace. NoY:J think not, Senator, use T do not know
o}f any atcion in the tmﬁtyswit!\lm;ﬁﬂkl}ia that would preclude
this. v ’ ’

Senator Wavrsr, That treaty has just been signed?

Mr. WarLsce, Yes, sir,. Now, I have some tables here giving the
figures year by year, on imports and exgorts of the various pork -
products, and month 'by month during 1937. . :
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(The tables referred to are as follows:)
United States trade In pork and lard, 192537

Potklm- | Porkex | Larder. | Exporisol
Year pocts y ports. W,},s"d
I ds | 1, de i1 4 di
1928.. i R v Rt v Rd 4 R
1998, 12,272 402,665 717,011 1,119,742
1927 21,568 282, 500 701,609 984,199
1928, 12,820 201,247 0,472 1,084,719
1929. 8,522 343,634 847,868 1,191,552
1%0. 4,656 71,352 656,017 3, 369
121 3967 159,877 578,208 738,173
1932, 8,768 116,280 $52,18 663,434
1933... 2914 142,085 584,239 726,274
| SR, 1,646 150, 342 434,891 588,433
Average 1925-34. . 8,308 29, 563 656, 339 925,901
1L SO - . 10, ¢4 680 97,360 155,040
1936... . &843 2%929 ll;. 168 l%.
1 7 . 4,81 £3, 33 136,878 199,811
Average 1903370, L L. 42,389 73, =1 118,368 188,849
# Preliminary.
United States exports of pork and lard, 1837 and January 1938
€All Bzures preliminary}
Month Pork Lard Totat
107 1 adt | 1,000 poxnds | 1,000 poxnds
] 000 w:','szl "sf 856 po.:,. w
4,648 4,318 160
51 736 12,487
547 &, 200 13,737
6,453 13,603 2,058
5068 9,847 14915
539 -4,81 B
4,631 7,900 11,83
329 9, 808 13,0t
4,702 18,495 BT
7,73 18, 487 26, 20
1,257 22,295 29,352
6,233 136,578 199,811
P 3,488 20, 453 B,H1
1 Only hams, shoulders, bacon, and sides.
United States pork imports, by months, 1937 and 1938
{All Bgures preliminary)
Year and month Homesod |ubrsbychl: | pickied, ete.|  Total
107 1,000 pounds | 1 Ads § 1 ands | £ nds
/ ”3'"828 o po1'77*96 009 208 it ”'5\ 832
4,133 1,627 369 6120
8003 2,122 5% 1,573
3,281 1,378 427 51358
3,453 1,600 846 5908
S 1,837 (11 7,39
3,89 3,116 090 7,645
3,745 2,3% 672 8,774
4,00 1,402 32 85824
478 L34 561 8189
38,77 981 0?7 4,861
3,282 1,108 831 8,22
2,402 20,876 6,332 74,830
2,523 " w7 3,753
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United States imports of Polish ham compared 1ith Unifed Stales exports of
hams and shoulders to the United Kingdom

United States
exports of United States

Year ended Dee. 31 454 shouklers Jmports of can-
Kingdom Potand 1

§ Classified as “hams, shoulders, and bacon™ but coasists almost entirely of canned ham.
4 Preliminary. o~ d

Senator WarLsi. Mr. Secretary, if it was dealt with in that treaty
that we f'ust signed, then whatever increase we might impose in this
law would have no effect, wouldl it?

Mr. Warrace. It would depend on what the nature of the wording
was, of course,

Senator Warsy. That treaty was for 3 years or 5 years!

Mr. Warrsce. I suppose 3 years.

Slel?xa(or Warsx. Is it not important to know that that was dealt
with

Mr, Warsace. Undoubtedly, sir.

Senator Kixe. But whether it was specifically dealt with or not,
undoubtedly they covered the field, and if they omitted to put any
excise tax on that, obviously it was taken into account.

Myr. Warrace. I am confident, Senator, there was nothing binding
in the treaty on the tariff rate on ham.

The Cuamyan, Could not yon get the same vesult by changing
the'c‘lassiﬁcntion of the canned ham, the classification that they pat
it inf .

Mr. Warsace. Tt would be necessary, Senator, toask one of the
Treasury officinls with regard to that point,

T do not know what difficulty they might have in reclassification?

Senator Kine. Why should we increase the tariff duty, or the
excise, in view of the limited importations and the constant increase
in our exports? If we are trying to get foreign markets for our
surplus produets, you cannot have a one-lane road,

Senator ConyarLy., Mr. Secretary, let me see if I understand you,
I do not know whether I am correct or not, but this imported canned
ham sells at a higher rate than our ham does?

Mr, Warnace. Well, as the result of this competition from Poland
and Czechoslovakia our packers became interested in bringing their
packing methods up to date to meet this new kind of competition,
and they also are putting out canned hams of a similar type. They
imitate the package very closely, incidentally.

Senator Coxxarry, What is the differential in the price?

er. WaLrace. Theirs sells on about the same basis as the imported
product. ' '

Senator CoxyaLry. I think the Senator from Michigan called to
my attention the fact, especially in the case of the Polish ham, that
the Polish population, the people of Polish extraction prefer it, but
it ranges in a higher price range than the same kind of product
produced in America.

53215.-38—pt. 3—2
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Senator Brown, I had the idea that, for instance, Hormel’s ham
is much less in price than Polish ham. . L.

Mr. Warrace. The comparable ham with which I am comparing it
is Wilson’s Tendermade ham, and I understand the Wilsons sell the
Tendermade ham at about, the same price as Polish ham. As a mat-
ter of fact, when I was in Chicago recently, Wilson spoke to me
about this matter, and was very emphatic about the fact that his
product was fully equal to and probably better than the Polish ham.

Senator BarkiLey. Did the packers tell you about this canned ham
business?

Mr, Warvace. Yes. .

Senator Barkrey. What proportion of hams that are imported in
this country are canned hams?

Mr, WarLLace. I cannot answer your question,

. Senator BrowN. Mr. Secretary, the balance of trade is very much
in our favor in regard to Poland, is it not$

Mr. Wavrrace Oh, yes.

Senator Kino. The same as Czechoslovakia?

Mr. Warrace. I assume so,

Senator Browx. I just want to say, of course, there is a very large
number of Polish people, and Senator Connally intimates the south-
ern part of Michigan, who want to have the tax left off. :

Senator BuLkLEY. Mr. Secretary, how much does this kind of im-

rtation amount to, that is, in regard to the Polish people who like

olish ham better? Isthat a large item?

Mr. Warrace, As an average, in the last 8 years we imported
18,000,000 pounds annusally. -

Senator Burkrey. And that includes the importations due to the
tastes of certain [§op]e? .

Mr. WarLtace, Yes, .

Senator BuLkrey. I mean the particular kinds of importations that
Senator Connally refers to, because a lot of Polish people live in this
country and they, for some reason or other, like their Polish ham.

Mr. Warrace I cannot say whether this particular canned ham is
& product based on national taste, It is my understanding that that
is a rather new product, both to Poles and to Americans, as far as
that goes. It is not one of theso delicatessen store products.

Senator Burkrey. The delicatessen importation does not amount
to a great deal, does it?

‘Mr. Warrace. Not a great deal, no. The whole imports are
normally less than 1 percent of our pork consumption,

Senator Burkrey. That is what T want to make sure of.

Senator ConnaLLY. Mr. Sccretary, I thought you said awhile ago
it was 1 percent of our export.

Mr, Warrace. That is right.

Senator CoxnaLry. And now you say “consumption,” which is
totally different.

Mr. Warrace. I said less than 1 percent of our consumption. I
said during the 10 years ending in 1934 that the imports were about
3 percent of our exports, and that is all-pork products, including
lard, and during the last 3 years the imports amounted to 22 percent
of our exports. ’
thSe;mtor Jonnson. And during the last year, 1937, what were

ey :
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Mr, Warrace. During the last year, as I indicated, the imports
were 75,000,000 pounds. .

Senator Barsrey. You mean all pork imports in 1937 amounted
to 75,000,000 pounds?

Mr, Warrace. Yes,

Se'nator Barkrey. That is still less than 1 percent of our consump-
tion i .
Mr. Warzace. I cannot answer with certainty on that, Senator.
Here is & rather interesting consideration, however: This past year,
1937, which is the year of the largest imports, when the two droughts
had the cumulative effect, that our imports of Polish ham were almost
identical with our exports of ham and shoulders to Great Britain.
The 1934 drought had its effect on ham marketings in 1935, and the
1036 drought had its effect in 1937. The 1934 drought still had a
carry-over into 1936, In that 3-year drought-affected period we ex-
ﬁorted more than twice the quantity of shoulders and hams to Great

ritain that we imported from Poland. )

The Cuamyax. If you were going to make a suggestion to this
committee with reference to this provision, what would be the amount.
that. you would put on this canned ham? Would you restrict it to
canned hams in this case? |

Mr, Warzace. I would restrict it to canned ham; yes, sir.

The CratruaN, What rate would you fix?

Mr. Warrace. I think T would make it about 6 cents a pound.
That is on the theory that it would make it easy for the Treasury
Department to do what they should have done in the first place.

Senator HerriNa. You mean a total of 6 centst

Mr, Warrace. I mean a total of 6 cents. That would be 234 cents
additional, - .

Senator Carper. Mr. Secretary, in the last 2 weeks we have had
here before this committee the renresentatives of six of the National
Producers organizations. They came here voluntarily, every one of
them strongly protesting against the present situation and supported
especially this 6-cent excise pork tax. Here I find, for instance, a
statement last week of Mr. Stebbins, of the United States Livestock
Association. He said to this committee:

The pork-prodacing industry of our conntry Is faced with an extremely serlous
Mtuation. Pork Imports, particnlarly from Continental Eurone, have incredred
by leaps and bounds during the past 4 years. The proposed tax will serve the
double pur{noso of providing much-needed reveoue to the Government and of
equalizing in part, at least, the competitive aituation with which onr domestic
hog producers are confronted. )

Let me present a brief table of figures which covers total pork Imports from
all countrles. .

He gives fipures which cover the total pork imports from all
countries, starting with 1934, when we had only 1.647.000 pounds,
;}ld rapidly increasing until last year when it was 74,000,000 pounds.

@ SaYyS:

It can easily be scen that the proposed fax wonld sleld conslderable new
revenue and yet it cannot be looked unon as otherwise than a compensatory
measure to pariially equatize the difference between domestle and foreign
production costa.

Mr, Watrrace. Where is Mr. Stebbins from?

Senator Career. How is that?

Mr. Warrace. Where is he from! :
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Senator Capper. He is from Kansas City, That is the headquar-
ters of the United States Livestock Association.

Mr. Hildebrand, of Nebraska, is president of it.

A similar statement is made by Mr. Mollin, of the American
National Livestock Association.

Mr. WarLace. I know as much about hogs as those gentlemen do.

Senator Capeer. Then we have here a joint statement signed by
a number of these organizations of farmers as well as livestock pro-
ducers. The president of the National Farmers Union came all the
way from Kansas to protest and to ur';(;e this pork tax, and here we
have a statement from Mr, Fred Brenckman, of the National Grange,
in which he says official figures of the Department of Commerce
show that our import of these products are going up rapidly, and
be gives the e«&umlh(y of live swine, fresh pork, hams, shoulders, and
bacon, pickled, salted, and other, for 1935, 1036, and 1937, strongly
urging this excise tax.

he CrairMmax. Senator, if this committee should dectde to make
this rate 6 cents on canned ham, would not that answer the purpose?

Senator Carper. I do not think anything but this amendment put
in by the House would answer the purpose.

Mr. WarLace. I disagree most sharply with you, Senator, and I
am from a State that produces more liogs than any other two States.
I think it is very definitely misleading the farmers of that area to
think that this is going to help them, because it definitely will not
help them. They are definitely on the export market with their hog
roduct. These gentlemen that come from Kansas City certainly
mow that there was the most extraordinary drought in 1934 and
1036. How they can possibly do that kind of thinking and think
they would help the farmer is beyond my comprehension.

Senator Kixo. The significant thing is they do not tell about the
increased exports and a great demand for our own products in other
countries,

Senator HerriNa. Just whom do they represent?

Senator Carper.” There is a statement here from every national
organization of livestock producers and farmers that I know any-
thing about, with one possible exception, there has been no statement
at this hearing from the Farm Bureau, but the others have come
in here and I think they cover every group of farm and livestock
organizations in the country. They come in here and appeal to this
committee to approve the House nimendment, .

Mr. WaLpace. Senator, here is the problem? You are on the
export market, as far as hogs are concerned. .

ow are you going to hold that export market? How much
good are you going to do the hog producer if you cause him to
think that his salvation rests in raising the tariff when actually his
salvation rests in discovering just what his inarkets really aref
Raising the tariff on L)grk encourages him to think that he can
increase his production behind the tariff wall, and when he climbs up
there and looks on the outside what has he got? He has to come
down with his prices. This thing was due to the drought. They
are drawing their conclusions from figures due to the drought.

Senator Carrer. The prices of these products have been going down
in the last few months, ; .

Mr. Warrace. That is dite, Senator, to the fact that we have had a
large corn crop last year; it is not due to imports of these products
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at all. The import of these products during that period was
definitely a good thing for the American hog farmer, because it kept
the taste of pork in the mouths of the consumers, and the American
hog farmers ought to be grateful that there were some pork imports
during that period.

Senator Carrer. We cannot understand how opening the market to
foreign competition is going to better the situation of the American
producer.

Mr. Wanrace. It is not going to open the market to foveilgn com-

tition. You will get very much more revenue for the Treasury
if you have a 6-cont tariff on these hams than 9 cents. If you have
9 cents my estimate would be you would have less vevenue.

The Cuairyan. What part of this increased importation of pork
pralucts does canned ham bear?

Mr, Warrace. Canned ham represents, in_this last year at least,
one-half of the importations of all pork products. I do not know
how much more, but about one-half, I would say.

Senator BarkLey. Senator Capper, do those statements from which
vou read show the amount of domestic consumption of pork?

Senator Carrer. I did not get that,

Senator Barkrey. Do those statements from which you read a
while ago show the amount of domestic production of these pork
products?

Senator Kixa. And our domestic consumptiont?

Mr, WarLace. He has got the total imports.

Senator Barkiey. I know, but does he state what the total produc-
tion is and the total exports?

Senator Caprer. Here is the statement made the other day by
Mr. Mollin, of the American National Livestock Association. He
says: .

I want to urge the retention of that excise tax on pork products and the
adding to the bll of the exclse tax of 3 cents on canned beef. Pork is the
principal competitor of heef, and any other rate in the present tax structure is
fuadequate to give protection to the American industry.

Senator Barkeey. That does not answer the question ; that does not
give the total production, ’

Senator Gurrey. Mr. Secretary, has not the effect of the importa-
tion of foreign ham and canned ham upon our packers been to im-
prove the quality of their products?

Mr. Warrace. Definitely so. It has been n good thing for the
packers. It woke them up. ’

Senator Gurrey, I am glad the consumers are getting sone better
pork anyway. . 3

Senator CLarr. As a matter of fact Polish ham sells higher on the
market than American ham, is that not truet '

Mr. WaLLack. If they are processed the same way the price is about
H:e same, but there has not been much American ham processed in
at way. : S .

The Cuatryan. Mr. Secretary, if that is all you have to say with
reference to this——

Senator Connarry. While he is on that, let us ask him about
canned beef. Your idea is to raise the pork to the beef?

| }Senator Kixo. As I understand it, it is not the idea to raise it at
all.
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The CrairyaN, There is an amendment offered by Senator
O'Mahoney with reference to canned beef. That is why I would
like for him to discuss it, because Senator O'Mahoney wants to say
something to the committes about it,

Mr. Wairace. Well, there is a brief statement on the canned beef.
A proposal has been made before the Senate Finance Committee
that an excise tax of 8 cents a pound be levied on imported canned
beef. The purposs of this statement is to examine the trends of
im({wrts of canned beef and their siﬂlﬂcanm to the American cattle
industry. Before doing this it may be noted that the gresent duty of
6 cents a pound on canned beef is equivalent to around 60 percent ad
valorem. The imposition of an additional 3-cent excise tax on
imports would make the total import charge equivalent to about 90
vercent ad valorem,

* THE IMPORT TREND

In 1937 the imports of canned beef totaled 88,000,000 pounds.
VWhen converted to a dressed weight basis these imports were equiva-
lent to agpmximately 2.3 percent of our beef consumption and 1.2
percent of our total meat consumption in 1937,

Senator O’Manoney, These are the figures given to me by the
Bureau of Ag{)ricultural Economies on canned beef. According to
Dr. Black’s tables, given to me, the import amounted to 4.4 percent.

Mr. Warrace. These are figures given to me by the Bureau of
Agricultural Economics, so apparently we consulted different mem-
bers of the Bureau.

Senator O'Manoxey. You have got them all together.

Mr. Wartace. I said 1.2 percent of our total meat consumption;
that includes pork, lamb, as well as beef,

Senator O’Mano~ey. For canned beef alone it is 4.4 percent, of
the beef consumption,

Mr. Wartace. The 4.4 percent to which you refer relates to the
proportion of all beef imports, fresh and canned, as well as cattle
converted to dressed weight basis, to our total consumption of beef,
Canned-beef imports alone represented 2.3 percent of our total beef
consumption and 1.2 percent of our total consumption of all meat.

While the imports in 1937 were the largest on record, due in a
largf measure to the relatively high prices that pmvaile(i for meat
1n the United States during most of the year, they were only slightly
larger than the imports of 80,000,000 pounds in 1929.

It seems probable that at the present rate of duty the United
States will continue to import substantial quantities of canned beef
from South American countries. But it also seems probable that
imports will tend to be less on the average than the imports of 1937,

THE REABON CANNED BEEF I8 IMPORTED

. Before the World War a considerable amount of beef was canned
in the Unifed States from so-called canner cows and other low-grade

ef. Since that time there has been very little canning of beef in
this countr&emamly for the reason that a more profitable outlet for
low-grade beef has been found in sausage. . At the present time the
lower grades of beef can be sold for the manufacture of sausage for
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almost. twice as much as they will bring as beef for canning. Even

if all canned-beef imports were excluded it seems probable that a
considerable margin would remain in favor of the use of canner-

grade beef as sausage.

It is not likely that the exclusion of the relatively small amount
of imported canned beef would have any appreciable effect on the
domestic price of sausage or of any other neat products. Conse-
quently, if canned beef imports were excluded the result probably
‘S\'onld be that thers would be no canned beef consumed in the United

tates. :

Senator Carrer. Mr. Secretary, here is an important statement on
that subject by Mr. Mollin, of the American National Livestock
Association, when he says:

1 think anything we do to help the pork fndustry Is of interest to the beef
producers because we cannot expect to prosper when they are In the
dumps * * ® You can walk Into any market in the United States and ask
for American canned beef and you will fail to find it. There i3 only one little
packer in the Northwest who cans some beef, and some large packers supplied
some for the C. C. C. campaign.

Senator Kina, They are using the beef for sansage.

Mr. Warrace. You can get twice as much by putting it into
sausage as b‘v putting it in the can.

Senator Carrer. Why should not the American producer supply
the canned beef?

Mr. Warsace. Because they can get more for it in sausage and
in other ways. I am very much interested in the way in which Mr.
Mollin’s heart bleeds for the hog producer. . .

Senator Carrer. They have a common interest in the hog producer
and the beef producer.

Mr. Warrace. Even if an attempt were made to can the lower
grades of beef rather than to produce sausage from them it is prob-
able that the quality would be such as to result in marked consumer
resistance. Certainly, the American cattle producer would have to
accept extremly low prices if the better grades of meat were sold for
canning.

In tﬁe case of South American countries, and particularly Ar-
gentina, there is a large surplus of good gracie beef. The outlet for
beef in the fresh or chilled form, particularly in the United King-
dom, has been reduced. None of it can be sold in the United States
in this form because of our sanitary embargo. There is, therefore, a
great deal of good quality meat available for canning. This is the
basic reason for the superior quality of South American canned

Canned beef probably competes more with pork than it does with
beef because it is a relatively cheap meat. In any case, as previ-
ously indicated, the imports of canned beef, even at the higher
levels prevailing in the last 2 or 8 years, represent a very small part
of our total meat consumption—only a little more than 1 percent.

If at any time our beef in this country gets as high relative to
consumer income as it was in the first 6 months of 1937, I assume
there would be the quantities of canned beef that we had in that
period. I say it is well for the producer as well as the consumer.

Senator Kino. Is it not a fact that in that period that you just
referred to the price of pork products, particularly bacon, as well as



B L T L .

. W A R Gl

84 REVENUE ACT OF 1938

beef meat cuts was almost prohibitive to the workingman, the man
of small salary1 ) .-

Mr, Warrace, Yes; and it brings about a resentment on the part
of the working man towards the livestock producer. I think that is
unfortunate because it gets him out of the habit of eating meat
and into the habit of eating other products. I think this is a very
unfortunate and short-sighted statesmanship, speuking from the
standpoint of the livestock producers alone, when they are tuking the
attitude that they ave taking in this case, and I do not think they
are serving their own constituency well,

S?enator Kino. Is there anything else that you desire to speak
on

Senator Vaxpensera. I would like to ask a question on another
matter. I would like to know the attitude of the Department on
putting processm€ taxes in this reevnue bill. .

Mr. Wartace. We have not been asked for our opinion yet, sir.

Senator VANDENBERG. You are now being asked for it.

Mr. Warrace. I presume when we are asked for it we will send
our opinion over to the Budget Bureau,

Senator VANDENBERG. Are you prohibited from answering my
question { .

Mr. Warrace. I do not know the ethics of it.. If I am not pro-
bibited I am quite eager to answer the question, sir.

Senator Vaxpexsera. Well, you stymie me.

Senator BARKLEY. Inasmuch as the the committee has decided not
to put it in it is an academic question anyway.

Senntor Vanoexpera. It will not be academic when the effort is
renewed on the Senate floor. I would like to know the attitude of
t}:e {))e;rartment regarding the addition of the processing taxes to
this bill.

Mr. Wantace. Certainly our attitude on tax matters is conditioned
by the attitude of the Budget, as you know. I really do not know
what the attitude of the Budget is going to be,

The Cuamaan. In other words, you have no report from the
chairman of the Ways and Means Comnmittee of the House to take
up this processing tax, and you have no records from this committee.

Mr. Wattace. From the standpoint of the broad, general agri-
cultural picture, last fall I made some speeches with regard to wheat
and cotton in which I indicated that in all probability this cominﬁ
fall the income of the wheat and cotton producers would be suc
as to indicate they would have a very much lower share of the
nutional income than the wheat and cotton producers had customarily
been having, and that they were going to be in a very desperate
plight, and.in those speeches I indicated the desirability of consider-
mga suEplement to their income, in view of the fact that they could
not be helped by loans effectively because they are of an export
character to such a large extent, and I indicated the desirability of
some method of obtaining adjustment payments. So my attitude in
that respect is well known, but my official attitude cannot be kitown
until there has been clearance with the Budget. -

The Cratmran. Well, the attitude of this committes was that they
did not want to take up the processing tax in connection with this
tax bill. It would delay-it, and we felt that this was a matter
that should be started by the House, because you can appreciate if
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we put on the processing tax to this bill it goes to conference. The
Ways and Means Committee, Agricultural Committee, has not given
wny consideration to it, only the conferees representing the House
snd we do not believe that would be n fair way to go at it. So i

yan have got some officinl suggestions to make, I suggest you make
them to the House,

Senator Vaxpexsero. I still would like to know. Appavently I
am not going to be allowed to know what the attitude of the Depart-
ment is toward yuuing processing taxes in this bill. I think it is
a pertinent quéstion, in view of the fuct that Senator Pope proposes
to move on the floor to put them in,

Senator Kine. Has not our action been adverse to it?

Senator VaxveNpere, It does not make any difference. Why can-
not the Department of Agriculture say what their attitude is?

Senator Kixe. I can say what it should be.

S(?mtor Vaxpexnsera. Would not they be able to say that instead of
you

Senator Kixo. They have not apparently considered that matter.

Senator VaxpeENpera. The only answer is that they have some kind
of regulation where you have to get permission of the Budget before
yon can express yourself,

Senator CoxxarLsy. Mr. Chaiviman. I do not see that the Secretary
needs to be heckled about this thing. If he does not want to say,
that is his business.

Senator Vaxoexsero. That is what I am trying to find out, whether
he cloes not want to say.

Senator Kine. I sympathize with the Secretnry’s attitude. He is
not the whole Department of Agriculture, he is not the whole ad-
ministration.

Senator Vaxpexnere. He is close to it, so far as agriculture is
concerned.

Senator Kixe. I do not think we should pursue any star-chamber
methods.

Senator VaxvENneroe. This is not a stay chamber. T merely want
(?.klll)(.)l\l\‘ whether he believes the processing taxes should be put in
this ball.

Senator Kixo. When the Secretary indicates he does not cate to
answer I do not think it is the duty of this committee to kick him
around the ribs.

Senator Vaxpexsero. If you consider this is kicking the Secretary
avound the ribs, I apologize,

The Cuammymax, If you desire to answer the question and give
the committee the benefit of your views on this proposition, all right.

Mr. Warrace. ¥ think in a question of this soit it is necessary for
me to have the benelit of the advice of the Treasury.

The Ciairmax. I think yon ave right,

Senutor Lia Forverre. I think it would be a part of wisdom for
this committee to request the Secretary to submit his opinion, sa we
may have it when we consider it on the floor, because every member
of the commiitee knows we may have to decide the issue on the floor.
The fuct that this committee has not adopted it is not going to bind
any Senator. Senator Pope announced he is going to offer it,

53215—38—pt. 3——3
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Mr. Warsace. If you feel that you can differentiate between my
personal opinion and my official opinion I am quite willing to ex-
press my personal opinion on this occasion. |

Senator La FoLLeiTe, My suggestion, to relieve you of any em-
barrassment, wonld be'to request you to submit to us, prior to the
time this bill is disposed of on the floor, your official statement as
to the attitude of the Department of Agricultuve in relation to the
»rocessing tax amendiment, which we all know is going to be otfered

v Senator Pope on the floor. .

Mr. Warrace, I am not sufficiently familiar, Senator, with com.
mittee procedure here to know whether I am now officially requested
to submit it or not. . .

Senator La ForierTe, I am going to su;zfest. or I am going to
make a motion that this committes request the Secretary to furnish
an official statement in regard to the ro]ic_\' of the Department con-
cerning the attachment of the proposed Pope nmendment to the pend-
ing tax bill. .

"i‘he Cuamryay. We will take a vote on that amendment, but I
desire to say this, that if there is going to be an official opinion ren-
dered, it ought to come before this bill gets out of this committee,
because if an official opinion is rendered in favor of the addition
of the procesisng tax to this bill, some processing tax ought to be
adopte(rthat is fair to the people of this country. I want to help in
every way I can to see that the farmers get the benefit of this legis-
lation, and if a processing tax is necessary it is all right with me. If
he is going to make his suggestion it ought to come eatly, so that the
people wlo are opposed to it ouﬁht to be given an opmunity by
the committee to present their side of the proposition, because it is
an advantage to one who offers the amendment, I think, to say, “We
have got the administration back of it,” and so on, so that the admnin-
istration knows whether or not they want this proposition. I think
it ought to come pretty quickly. I late to see it opened up again.

Senator Kixa. If they determine to have a processing tax we onght
to give an opportunity to those opposed to it to be ﬁeard. 1 have
had 50 letters in the last 30 days protesting against the processing
tax, coming from rural communities, from packers. from business-
men, small grocery establishments, and so on.

The Crratrssan. Have you made a motion #

Senator La Forrerse, Yes. May T explain, for the reason that the
sponsors of this amendment are going to take the position on the

oor that they have submitted it to this committee, the committee ex-
ercised discretion and decided not to hear them, Tt is not the fault of
the sponsors of these amendments that they were not considered by
the committee, and, therefore, it seems to me that since we are going
to have to face the issue on the floor, it is the better part of prudence
to have an official statement on the propoesition, and in order to re-
lieve the Secretary of any embarrassment, since he has had this
matter presented to him officially, I offered this motion in order that
he may have time to consult the Budget, or anyone else whom it is
required to consult with under the law and regulations.

The Cuarmrsan. Call the roll,

Senator Barkrey. Mr. Chairman, I just want to make this state-
ment, and suggeshon: I have never been convinced by anybody, re-
ganlfess of the fact that important officials of the f)epartment of
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Agriculture take the other view, that until this farm act has been
in operation during the year 1938 when we kmow to what extent crop
curtailment is going to increase the prices up toivards parity, that we
can at this time prophesy what ma‘y be needed in the way of addi-
tional revenue, or whethier any would be needed. It may be possible
for the Secretary to do that, and I am sure he can come nearer than
anybody else, but until we find out how this farm act is going to work
and to what extent parity prices are c{going to be reached and thereby
reduce the amount that is'to be paid out of the Treasury, I do not
see how we can more than gluess as to whether we need the processing
tax, and how much we need. )

Mr. WarLLace. Speaking frankly and to the point that you raised,
Senator, I think 1t is practically certain that the income of the.
southern cotton producer is going to be desperately low next fall,
and T think it is certain, when the Congress meets nest January,
that the situation will be so desperate with respect to the southern
cotton producer that thie danger is that a very vapid and possibly not
f;:lly considered action may be taken on beim] of the producer at
that time,

Sendtor Barkrey, Well, do you think we ought to take it up now
so as to forestall rapid action in J anuary?

Mr. Watpnace. I think it might be advisable, at least to consider
the matter sufficiently so your minds are aware of the problem, be-
cause in taking that course the action taken next January might be
wiser than would otherwise be the case.

Senator Kixo, Your view is based on the presumption, I suppose,
Mr, Secretary, that the export market for cotton will be diminished,
not upon the ground that there will be a diminished domestic demand
for cotton?

Mr. Warrace. ‘The consumption of cotfon for the fiscal cotton year
of 1938 is very much less than for the fiscal cotton year of 1937,
very much less domestically, and while exports started out on a
somowhat larger basis last’ August, the exports last month were
materially less than they were for the same month a year ago.

Moreover, this is the all-important consideration: In order to get
out from under this surplus supply of cotton, the acreage objectives
are such that with ordinary yields per acre we would harvest in
1938 about 11,500,000 bales, which is about the quantity necessary to
take care of exports and domestic demand, but that 11,500,000 at a
price only slightly higher per pound than last year would give you
much less income in terms of dollars than last year's crop of 18,500,-
000 bales. :

Moreover, the income during’ this summer is &;)éug to be S||¥)ple-
mented by the nd;‘uslmen't payment of $130,000,000, and there is no
provision, as you know, for anytlmlpi corresponding to that, for the
ensuing cotton crop, so you éan see that it is almost a complete cer-
tainty that the income from cotton will be at least $200,000,000 less
for this next cotton crop than for this past one.

Senator Kina. The price to the consiumer, however—I am not say-
ing that that is advantageously advisable—would be less?

nator Brow~, Would be higher.

Senator Kixa. No. If there is a surplius of cotton I imagine it
would be cheaper. o

Mr, Warrace. I was taking the 18,500,000 bale crop at an average
of, say 814 to 9 cents a pound. T say next year the crop, harvested
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in 1938, suppose we have 11,500,000 bales at an average price of 11
cents a pound, while the price is up somewhat to the consumer, it
is not 032)) enough to offset the difference in production between
18,500,000 and 11,500,000,

Senator Crark. In other words, so far as the gross income to the
farmers is concerned, the slight increase per bale or per pound witl
not compensate for the loss in gross production.

Mr., Warrace That is right, sir.

The Cuarman. Don't you think, Mr. Secretary, that this matter
oneht» to originate in the House?

Mr. Warsace. I am not expressing any opinion on those matters.
Senator, at all.

Senator Kixe. T think it is an improper question.

Senator Warsu. Mr. Chairman, are you not in a position, in the
cvent n processing tax amendment is offered on the floor, to state
positively that no agency of the Governnent, either the ‘Treasury or
Agricultural Department, asked your committee, or the Ways and
Means Committee to inclide such » tax?

The Ciamrmax. I am in a position to say that.

Senator Warsn. Why does not that cover the situation?

The Cuamryax, I talked to Chairman Doughton and he said he
lias no communication with reference to that matter at all.

Senator Coxnarry. We do not have to wait until the Department
tells us somethiug. As far I am concerned, I am going to vote for
the processing tax.

Senator La Forrrrir. I would like to say it is perfectly obvious
that the furm income is going to be drastically reduced this coming
year, and anybody that does not believe that, is going to get o tremen-
dous shock, This mmendment is going to be presented and, it seems
to me, that this committee is in u perfectly sound position if it has
asked for an official opinion on this amendment, and it was for that
reason that I offered this motion. I do not think it would be any
dlefense to vote it down, because you arve going to have a real point
made for this proposition when you get on the floor of the Senate.

Senator Barkirey. Mr. Chairman, neither the Treasury nor the
Agricultural Department have ever been timid in asking for ap-
propriations that they need. They have not asked for this. Why
should we force the Secretary of Agriculture to come in to do some-
thing that he has not seen fit to do up to date? If he thinks it ought
to be ndopted, it either ought to have been presented to the Ways
und Means Committee of the House or this committee. It was not
presented to either one, the Treasury did not present it. Now we
are seeking here to manufacture evidence in behalf of a processing
tax or against. it, when neither the Department has come voluntarily
1or mude any suggestion or request about it,

Senator La ForLrrre. But this amendment has been presented by
the Senator. The Agricultural Committee hus unanimously re.
quested this committee to consider it. As one Senator and a mem-
ler of this committee, one who will be confronted by this amend-
ment on the floor, I would like to know what the attitude of the
Department is. It may not be controlling with me, but I would
like to have it in coming to a consideration of what action should
be taken u{:n these matters. It is a very important proposition and
not one to be brushed aside like this,

Senator Kixe. Question on the motion.
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The Cusryman. May T ask you, Mr. Secretary, suppose that Con.
gress adjourned and we met in January, we have no extra session,
would the passage of a processing tax in January take care of the
situation?

Mr. Warrace. Yes.

The Cuamyax. It would take care of the situation?

Mr. WarLice. Yes.

The Cuarmax. All vight.

Senator Coxnarry. Mr. Secretary, that wonld have to be retroac-
tive. We would have to apply it back to this year's production?

Mr. Warnace. It would just be a ?uestion of delay, that is all.
The thing I am afraid of is haste and ill-considered action. When
there is a tremendous shortage of money in some regions of the
country it is so easy to have hasty and ill-considered action, which
causes trouble.

The Cramyax, If yon and your Department were asked to make
an analysis of the situation could you advise us as to whether or not
the Pope amendiment, or any other amendment, is in proper formi

Mr, Warksce, As far as I know we have not given any careful
cconomie study to the Pope amendment,

The Crarstax, All vight, call the roll,

(The roll was called.)

The Crarymax. On this vote the vote is 8 ayes and 13 nays, so
the motion is defeated. Are there any other questions?

Senator BrrxLey. Does that dispose of the ofticial attitude of the
Departiment?

Senator Coxnxarey. Not unless it wants to volunteer.

Senator Burkiry. It disposes of our action on the official action
of the Agricultural Department. Now, I would like to hear Secre-
tary Wallace’s personal views on it.

he Crramyax. T might say, Senator Bulkley, as an explanation,
that we would be glad to get their official opinion if they have got
one to give. That is up to the Depariment.

Senator Burkirey, T do not want to argue that any further. He
said if we could differentiate between his personal opinion and official
opinion he would be glad to give it. T would like to hear it.

The Crrarsax, All right.

Mr. Warrace. Senator, T have alveady given it in a considerable
measnure with respect to cotton. I have not given it with rvespect to
wheat, Both cotton and wheat arve very similarly affected by the
extrnordinary change in world demand for the exportable surplus.
Customarily, and previous to the depression, we exported about one-
half of the cotton, a little more than one-half, and abont one-fifth
of our wheat. Beginning with the crop of 1933 we had four wheat
crops which averaged 582,000,000 bushels, as contrasted with the
normal of over 800,000,000 bushels. We customarily consume about
630.000,000 bushels. We started in 1933 with the carry-over of wheat
which was three times the normal carry-over. The result of the
combination of those extraordinary short wheat crop years with that
unusual carry-over is that the short years about ate up the carry-
over, and we entered into this year with about the normal carry.
over in wheat. This past year we had a good wheat crop. The crop
of 1038, while it looked like it was heing damaged by drought,
especially in Kansas, for a time, has, during the past 2 weeks, taken
an extraordinary change for the better. I think you will agree
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with me in that connection, Senator Capper, that a large part of your
State has turned for the better, .

Kansas might have a crop that will compare favorably with last
year, Of course, we know nothing whatever about the c_m?. in the
spring wheat areas, but you can say that the present indications
would be for a crop of at least 750,000,000 bushels, and that probably
we would have 120,000,000 bushels on the export market, and there
seems to be no likelihood of owr being able, even with extraordinary
and unusual price concessions, to put into the export market much
more than 80,000,000 bushels. .

The real truth about the wheat situation has been completely hid-
den from us because of the 4 short {ears, which are altogether out-
side of any probabilities that we had any knowledge of,

Now, if we go on with ordinary weather in wheat and have 4 or 5
f"eals averaging 750,000,000 to 900,000,000 bushels you could easily

ave wheat prices plunging down to a very low level. The only thing
that can stop that is that there is a proviso in the farm bill for loaus
that amount to 52 percent of parity, or roughly 60 cents, That is
good, provided the wheat farmers vote for marketing quotas, otler-
wise, even the Government would not be able to hold the situation.
What it gets avound to fundamentally is this, that in the case of
wheat anﬁ cotton, which are on the export market, there is no likeli-
hood of the wheat and cotton fariners getting their customary share
of the national income with the mechanisms in the farm bill as they
now exist,

In the case of corn—which is usually on the export market, only
indirectly by way of pork products—in the case of corn yon can
handle the situation in considerable measure by the loan.” In the
case of wheat and cotton all the loan will do is to put a bottom under
the price, a bottom at a point which will give the wheat and cotton
farmers an income which might be as much as 60 percent of pavity
income, but not real parity income,

The wheat and cotton farmers, if they are to get their fair sharo
per capita of the national income obviously need some other help. I
do not know of any other way of giving it to them except through
some such tariff-equalizing device as this,

Senator Burkrey, Some such device as the processing tax?

Mr. WarLace. I do not know where the morey would come from.
It seems to me the more sensible way, with the Treasury situation
the way it is, would be by a processing tax upon the product in-
yolved, because when they are selling at such low prices the process-
ing tax added to_the market price means obviously that in the price
to the consumer it is taking a smaller share of the consumer’s dollar
than had been the case at any time previous to the depression. No
injustice will be done to the consumer, and it is really the easiest way
to raise the money and it seems to me that our attention will then be
fixed more precisely on the problem. ‘

Senator Burxtey. That tax will be related to the price of the
commodity, is that right? ‘

-Mr. Warvace. That gets into constitutional questions. I would
not care to express an opinion on that. It is obvious, with the gen-
eral situation as it is, that the price of the commodity plus the proc-
esssing tax will not total to an amount that will be unfair to the
consumer. .
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Senator Kive. As I understand your )iosition, and, I hope I am
wroiig, it is that the farm bill, of which so much is expected, is
going to be a failure, that notwithstanding the $500,000,000 that we
are giving the farmer, that is through agriculture, direct appropria-
tion, we have got to now give him more b im&msing an additional
tax upon the consnmer, is not that your philosophy1

Mr, Wacrace. Senator, you have not stated it in the words I would
vse. As the result of the situation growing out of the World War
and our innbility to face that situation coura onsl‘\; with respect to
our changed position in the world, the changed market for our prod.
ucts because we have not been willing to do some things beﬁilming
way back in the twenties, because we have not been willing to do that,
it 1s essential, if you are going to avoid the most disastrous conse.
quences to those farmers on the export market, to supplement their
income or to prepare to support those people in town. Now what
is the cheapest way of doing it? We want the cheapest way of doing
it and we want to keep the people where they will lead the most con-
structive lives. I think your statement of the proposition was some-
what cynical, somewhat superficial, and you will pardon me for
saying 1t— well, I will not say it.

Senator Kixe. I think it is just as sound logically as the explana.
tion which you just made. May I say, as I understand, you ave
condemning our policy in failing to extend our foreign trade by im-
posing tariff barriers, or otherwise, so that we have lost much of our
foreign market.

Mr. Wartace. We have lost our foreign market due to conditions
originating in the World War.

Senator Kinoe. And the unfortunate repercussions to agriculture.

Mr. Warrace. Very unfortunate.

The (‘HaryaN. Is there anything else?

My, Warrace. I wilt submit this table on the import of canned

('i‘he table referred to is as follows:)

‘Untted States: Imports (for consumptlon) of canned beel, by months, 1935-37"
United States imports of perilla oil, 1923-37

' Year ended Dec. 31—
Month
197 pre- | 1538 pre-
Has 1836 Jiimidary | timisasy
100010, | 1,000182. | 1,000 t0s.
........................................................ o0t |
£222| Zas| ysh
760 nos| 712
Q4| s} 10 4te
1006 | sesef xo:
B0l TeM| 1241
a0l 1ns04| szl
sto| &ws]| asizi
75521 €e9] 10
il el i
eser] nasf sl
..................................................... 16263 snso4| smos?l.......

VIocludes corned beet.

Nore.—Buresu of Agricultars Economics. Complled from offcia) recotds of the Buresu of Forelgn and
jo Commerce. : . )
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The Cratpdyaxn, Is there anything in addition, Mr. Secretary, to
the letter you have written to this committee that yon desire to
discuss with reference to the perilla oil, the sesame oil, and so forth?

Mr. Warrace. I just learnedd of your interest in perilln oil late
last night. I did not know whether this situation would be of any
interest to you or not. I do not know whether it covers the point
you have in mind.

The Cratraan. Yes, there have been several witnesses here speak-
ing with reference to peritla oil and some of the other oils, that the
Jrovisions that we put into the bill have caused the crushing plants
n this counfry to absolutely close down, and of conrse unemployment
eusues from that.

Senator Crark. The argiment is that the oil content of the seed is
not constant,

The Cnatrstan. ‘That is the question too, that the oil content of the
seedl is not appreciable and does not atfect the domestic supply as to
piices.

Senator Georce. Mr. Secretary. before you go on with that, may I
not ask yon if there was much tlie same sitvation that has ebtained in
Bright flie-cured tobacen as it does in cotton and wheat {

Mr. Warrace Senator George, the situation in tobacco has not dur-
ing the past 3 vears resembled in any respect the sitnation in cotton
and wheat. ‘There is a possibility that it may during the next year
or two. The income of the tobacco producers has most nearly ap-
proximated lparih' income, T think, than the income of any producers,
except possibly the sugar producers. The price, in sonie cases, has
Ieen above parity.

Senator (Georoe. That is true, Mr, Secretary. What I meant wax,
there is a dimstic reduction in that particular type of tohaceo, and
that reduction is taking place in the cotton area, and when you com-

" hine the two youn have got a still larger group of faviners who are

going to need some additional help. Undoubtedly so, because the
volume of production there must Le 10 the tobacco farmer in the
Bright flue-cured area is not big enough even at the high prices,
even at something like pavity, it is not great enough to give him a
gross turnover to really equatize him as compared with his former
returns, .

I think it is a very acnte problem, T am frank to say, particutarly
when you combine the cotton people with the tobacco people in the
Bright flue-curred tobacco belt. For instauce, in my State the pos-
sible production, even conceding good prices, will fall far short of a
total return to the individual farmer in the Georgia area, far shorter
than last year's return, because he had no large production in tobacco
but he did have a considerable increase over his present indicated
return for this year, that is, considered on an acreage basis, possibly
a gmmulngo limitation on tobacen, and then considering the allocation
of acreage limits to cotton. So. genemlly speaking, the tobacco
farmer and cotton farmer are identical, that is, they raise both. So
that the problem is doubly acute with us.

I may tell yon, Mr. Secretary—T doubt if you knew it unless
sontebody just told you the fact about it—in certain Georgin coun-
ties many tenant farmers who were ready to plant tobacco, who had
a seed bed and who lad prepared the lands had, during the last 7
or 8 days, been turned away from their homes becanse the land
owners simply said, “My allotment does not justify me in keeping
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more than one-half of the families i this farm that 1 expected to
keep, and consequently I cannot give you work.” Tt is a story that
I hate to tell yon,

Mr. Wavrtace. Senator, this situation is es recially true in Georgia
and Florida where they lave been attracted by the very grood prices
of tobacco during the recent years and have wanted to ex nand,
and. as a maiter of fact, in some counties in Geor sia and Florida
they voted against the marketing quotas beeause they felt, having
been recent newcomers to the game, that the prices woulll continue
to be as they had been. ‘The high prices had apparently sucked
them in,  Now, of comrse, when the marketing quotas carried in the
bright flue-cired tobacco belt to the extent of 86 percent those men
oi)nltllo edge of the belt were disappointed. Tt is quite understand-
able, .

Senator Grorok. T understand that, but nevertheless it is n deploy.
able fact, because those people liave got to go somewhere for relief.

Mr. Wartace Tt is a question whether those people should have
relief or whether all of the people in the tobacco belt should have
relief in a year or two, That is t'le situation,

Senator Georoe. That may be true, Mr, Secretary. bt here is
another situation : There is o overproduction so far’ss the market
is_ concerned, unless the Georgia type of flue-cared tobaceo is not
sold, and there is not any in the market now that is not sold.

Mr. Warnace. Don’t you think, Senator, that that was due per-
haps to the fact that the Georgia-Florida market opened carlier
last fall and that the softening came later on as the market moved
north and that the people farther north were unable to dispose of
their tobaceo fully 1

Senator Grorer, It is due to that, and it is also due to the fact
that the Georgin-Florida tobacco has nbout 20 percent more sugar
in it, and it is a_more salable tobacco than anything north of the
southern belt of Georgin, That is particularly trwe in the foreign
market. Now, (Georgia could easily expand its production of tobacco
from 150000,000 poinds te 200,000,000 pounds. It is virgin terri-
tory, as far as tobaceo is concerned, and yet, under the farm bill, I
regret to say to you. it has come to 71,000 acres, or about 70.000.000
pounds. Now, even last year the intention of the tobacco growers
in Georgin was to plant approximately 100,000 ncres, or 98,000 actes,
but because of the destruction of the plant by plant diseases, why, it
is not able to plant it. However, now we' face the fact that the
farmers have been cultivating tobacco for a number of years, they
have their tenants, they are providing them work, and now they
are obliged to say to the tenant, “We canuot use von any more,” anl
so cveryone must get out and find something clse. I one of the
counties last week thero were a number of livestock sold by the ten-
ants at public auction, It was one of the most pitiable spectacles I
have ever seen or witnessed that has ocenrred to the southern people
of Georgin last week. I do not know low we e roig to help
them., T know they are simply going back to relie , Or going to
relief in one form or another, unﬁ& there is something done about
it, and what I wanted to say to you now is that here, in the event
anything is done for the cotton farmer—and T am fully aware of
his condition, and I am right on the cdge of the tobacco belt-—if
there is anything done with the condition of the wheat farmer,

53215—38—pt, 3——14
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there is a portion of the tobacco growers, a certain percentage of them
that are in a much more deplorable condition than either the cotton or
wheat farmer. .

Mr. Warrace. 1 think the figures as to total income to various
tobacco producers is such that it really does not approach the deploxr-
able state in which the cotton and wheat people will find themselves,

Senator Georce. Not as a whole, I agree with you about that, but
as far as certain types of tobacco nre concerned in certain aveas it
seems pitiable to me.

Senator Barkrey. That same thing prevails on the border line in
cotton,

Mr. WaLrace. Yes.

Senator Barkiey, In my State, where we have about eight counties
all producing cotton, recently there has been a cut, in the quota which
is much larger than it is in tho whole cotton area, and some of the
cotton producers in my State are going to have to reduce their acre-
aﬁe by more than 50 percent, It works a greater hardship on them
than 1t does on the peo&»le that have been producing it all their lives,
but it does present to the individual farmer who gets caught in that
situation a hard-luck story. You have got to avoid, on these borders
where they are just ﬁetting into the field, some injustice to them.

The CuarMaN, Mr, Secretary, do you have anything further on
this oil business?

Mr. Warace. Perilla oil is imported into the United States chiefly
from Japan where it is crushed from perilla seed imported from
Manchuria, Perilla oil is used chiefly for mixing with soybean oil
lf_or setel(lle }iroduction of a drying oil which can be substituted for

in oil.

IMPORT-DUTY SITUATION

Perilla oil was on the free lists of the Tariff Acts of 1913, 1922, and
1930. Under the Revenue Act of August 21, 1936, however, an im-
port excise tax of 414 cents a pound was placed on perilla oil,

TREND OF IMPORTS

The United States imports of perilla oil prior to 1930 averaged
about. 6,000,000 pounds annually. ~After 1930 they rose rapidly.

This change was due principally to three facters: First, increased
import charges were placed on certain competitive oils, such as lin-
seed and soybean, in the 1930 tariff act, and, by the Revenue Act
of 1034, on certain others; second, oil consumption increased in the
United States after 1933 as a result of industrial recovery: and,
third, imports have been stimulated since 1934 by general shortages
of domestic fats and oils.

Of specific interest was the complete cessation of imports of pe-
rilla oil after August 1936 when an excise tav of 414 cents a pound
went into effect. There were virtually no imports of this oil from
September 1936 through January 1937. Subsequently, imports in-
creased in 1937 but they did not reach the level of 1936. In addi-
tion to the imposition of the excise tax, the cessation of imports in
1936 was also due to heavy overstocking of this oil in anticipation
of the tax.

t
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' United States imports of perilla oil, 1923-87
l-pcm{n

. congxmplion

Year ended Dec. 31— (1,000 poxnds)
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1024 e iieeeceeeiaccecana—aa 3,016
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1926, - o e eeemmmeeemmmeaaeean 7, 401
1927 e emcmmmeeeeececeecaan , 358
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1920, e cemmee—eaeaa- 5, 574
1930. . 838
1931 13, 285
1932 16, 525
1933 22,776
1934 25, 164
1935 72, 328
1936. 117, 903
1937 (preliminary). .. 43,591
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te C. Bureauof A tural Economies.
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Senator La Forrerre. Mr. Secretaryélthis morning I received a

letter from you with regard to this

led cheese amendment, an

amendment to the Filled Cheese Act contained in the revenua bill.
I will read a portion of it and ask that the whole letter may be in-

serted in the record. :
{The letter referred to is as follows:)

Hon. RoperT M. LA FolLETTE, JR,
United States Senate.

Marct 28, 1838,

DEeAR SENATOR LA Forrerte: 1 am acknowledging your letter of March 17 with

reference to the proposed amendment to the Filled Cheese Act.

Your reference

to the letter I recently sent Mr, Bolleau indicates that it has come to your
attention. There is a little additlonal comment which we can add to that
already expressed insofar as departmental experlence in the enforcement of

the Food and Drugs Act is concerned.

It would scem that the present attempt to amend theé original Filled %’h(:se
and that

Act 18 just s step that will open up the whole problem of substitutes,
may lead to conslderable damage to markets for dairy

roducts.

\Yhile the

amendment refers to “substarices and compounds, consisting principally of
cheese with added edible oils, which are not sold as cheese or as substitutes for
cheese but are primarily useful for Imparting a natural cheese flavor to other
foods,” 1 fail to see the administrative possibility of enforcing such a qif-
ferentiation. For example, if such A product as {s referred to were sold for
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coating other food products, such as popeorn, it might also be used as' a spread
for bread, aud thus become a substitute for cheese.

The filled cheese law is, of course, a tax measure which is adiinistered by
the Bureau of Internal Revenue of the Treasury Department, and thus that
phase will not affect this Department.

Sincerely,
(Signed) H. A, WALLACE
8 ary.

M. Secretary, in part was your suggestion about the difficulty of
administering and enforcing sich an amendment based upon the difli-
culty of the Food and Drugs Division in enforcing that act?

Mr., Warrace, I merely accepted their judgment on it. I did not
know the details of it, Senator.

Senator La Forrerre. May I say also that since the last hearing I
have received a copy of the patent, and I have here a pliotostat or
a copy of the patent which seems to indicate that this product, nc-
cording to the inventor, in his application, or according to the patent
apglication, indicates that this material could also be put up in jars
and used as a spread, Now, naturally the cheese producers, the dairy
interests are not at all anxious to curtail any new outlets for their
products, but the apprehiension they have is in making this amend-

ment meet this particular thinlg, they have an apprehension that a

hole will be picked in the Filled Cheese Act which may let in a lot of

“substitutes and thus seriously damage the protection which the in-

dustry receives from the Filled Cheese Act.

I would also at this time like to insert this letter from Mr. Kane,
of the National Cooperative Milk Producers’ Federation, and the
patent which I referred to.

(The letter and patent referred to are as follows:)

THE NATIONAL COOPERATIVE
MiLX PrODUCERS' FEDERATION,
Washkington, D. 0., March 23, 1938,
Hon. Roseer M. LA Fo

Jz,
Scrate Opice Bullding, Washington, D, C.

 DEAR SENATOR I.A FoLLeyTE: With further reference to the filled cheese mat-
ter, I am enclosing copy of Patent No. 2,015256 issued on May 12, 1834, to
Forest H. Clickner, Chicago, Ill, and assigned to the Kraft-Phenix Cheese
Corporation.

Yon will note that the inventor suggests the use of this product in connec-
tion with bakery goods as well as for a coating or filler for crackers, popcorn,
ete. His process consists, as you will note, of drying the cheese and extracting
as much of the molsture as possible, .

1 call your attention specifically to the following quotation:

“Although the drled cheese or cheese powder produced as described above
n;ay be used independently of any added fatty Ingredient, such as on crackers,
ete”

It Is obvious, therefore, that manufacturers could, if they so desired, use
pure cheese for the purpose for which they contend they must use a mixture
of cheese and vegetable ofl,

I also call your attention to the following quotation as to the relative con-
tents of the mixtures: *

“I may use 33 percent of substantially dry powdered cheese and about 65
percent of fat. However, these proportions may vary within wide lmits and
I may use as low as 15 percent of such cheese or as much as 50 percent.”

It i3 obvious, therefore, that the product can be made of 85 percent coconut
oil and only 15 percent dried cheese. In fact, at the hearing Mr, Fagerburg,
of the Kraft Co., stated that their product was only 45 percent cheese and 55
percent coconut oll. This statement shows that the product they are now
usfug would not ever meet the exemption granted by section 708 This is true
because the language of section 708 provides that the substance or the com-
pound must consist principally of cheese. Since the Kraft lawyer himself
admitted that their product was not made principally of cheese &nd since it
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wonld require a chemical analysis of this material to determine whether or’
not it was principally cheese or principally coconut ofl, the dificulty of enforc.
iug this provision would appear clear.

in addition, may 1 call your attentlon to the statement {n the patent in
which it Ix declared that the product would be “a soft, smooth product having
:i texture and density somewhat similar to a thick mayounalse or a soft
utter.”

Under this description, it is obvious that the material could be packed in
Jars siinilar to genuine cheese spreads now on the market. It is likewise
obvious that If used In toasted cheese sandwiches, Welsh mrebit and cheese
preparations of a similar nature, it would he impossible for the cousuiner to
kuow that the product he was eating wag not genulne cheese hut n mixture
of cheexe and coconut ofl.

If possible. 1 would appreciate your bringing this further Information to
the attention of the committee and may I again earnestly request that you do
whatever Is in your power to have the Fluance Committee reject the proposal
and delete sectlon 768 from the bill.

Sincerely yonrs,
DoNaALb KANE. Aftorncy.

Patented September 24, 1033 2,015,276.
UNITED STATES PATENT OFFICE
2,015,250
FOOD PRUDUCT

Forest H. Clickner, Chicage, I, assiguor to Kraft-Phenix Cheese Corpora-
tion, Chicago, 1., a corporation of Delaware. No Drawing, application May
12, 1634. Serial No. 725,346. 3 Clalms.  (Cl. 99-11.)

My invention relates to a food product and has to do more particularly with
n cheese which is expecially adaptable for use in counection with bakery goods,
and a shortening material containlng such cheese, More specifically, my
improved products may be used as a couating or filler for crackers, popcorn, ete,

While cheese has been used’ for a long thme In connection with panified
products. it has never been completely satlsfactory for the reason that the
usnal cheeses and cheese fillings as previonsly used contain substantial amounts
of water which induces saponificatlon of the fats of the chicese with the alkalles
of the pauified goods, or with alkaties occurring In the cheese itself, resulting
fn an unpleasant soapy flavor. Grated cheeses have been on the market for
some time, but apparently no one has Leen able to produce a grated or com-
mfinuted cheese contalning less than 8 to 10 percent of moisture, while the
ordinary grated cheese usually has 8 wnter content of approximately 15 percent.

I have suceeeded In producing a comminuted cheese which containg not more
than 3 per cent of molsture and preferably ess thau one per cent,

Another feature of my invention is that I bave produced a conminuted, sub-
stantially anhydrous cheese of such an acldity that it tends to neatralize the
free alkall of bakery goods with which it may be used, thus further reducing
any tendexy toward saponification.

Still another feature of my Invention Is that I have produced a cheese-fat
combination containing a very low percentage of moisture and may be sub-
stantially anhydrous, which may be used as a filling in bakery goods or may be
used as a coatlng therefor, as above deseribed.

The type of cheese which 1 prefer to nse iz an aged “American.”

While varlous methods may be nsed for drying cheeze to be used in connec-
tion with my invention, such as dividing the cheese into small pieces and plac-
fng It in a drylng oven or tunuel at a moderate temperature, the following
method of drying and at the same time adjusting the acldity of the cheese has
been found especially efficient. '

METHOD OF DRYING CHEESE

Make up a blend of good aged American cheese, preferably low in molsture.
Comminute the mix and heat to a temperature of 165* F., preferably with
direct saturated steam. Sufficlent water should be added to bring the motsture
content up to about 70 per cent, together with sufficlent cltric or other acld so
that the end product has a pH value of about 5.0,
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Instead of using water und citric acld or other acld, as described, there is a
material advantage In employing an acid whey solution, or aun acld milk (whole
or skim) may be employed. Also, In place of using citric acld, other aclds siuch
ay malic acid may be used. However, 1 prefer to use as the acld source whey
which has been permitted to develop its acld naturally.

During and subsequent to the heating, and after the addition of the adld
solutlon, the mixture Is vigorousiy agitatedl so as to obtuin as uniform a mix-
ture as possible. It is then preferably homogenized and, before cvollng, con-
ducted by some suftable form of forced feed apparmitus directly to the spray
heads of a spray drylog equipment such as Is used for the dexlecation of milk.
The end product will be a powder containing about 0.8 per cent of molsture and
the acldity should be about pH 5.0, sufticleut acid or acld whey having been
added, if necessary, to produce this acidity In the end product.

CHEESE-FAT COMPOSITION :

Although the dried cheese or chieese powder produced as deseribed abuve may
be used {ndependently of any added fatty ingredient, such as on crackers, etc,
in my preferred embodiment the dried cheese Is combined with a fat, preferably
a fut which Is solid at room temperatures.

The fats which I have found especially suitable in counection with my fnven-
tlon are anhydrous ones, siich as cocoanut or sesame oil, palm oil, and hydro-
genated cottonseed or corn oil. Numerous other edible fats which are solid
at room temperature will snggest themselves, although, of course, market con-
ditions will be an fmportant factor in determining the cholce of fats. In any
case, however, it Is desirable that the fat chosen is one in which the fat globules
are nuiformly small In size. ‘This characteristic is true of the fats mentioned
above. For the cheese Ingredient 1 prefer to use & dried, snappy, aged Amer-
fcan cheese of good quality,

As to proportions, in a preferred embodiment I may use 33 percent of sub-
stantlally dry powdered cheese and about 635 percent of fat. However, these
proportions may vary within wide limits, and I may use as low as 13 per cent
of such cheese or as much as 50 per cent.

My preferred method of combining the cheese and fat {s as follows:

PREPABATION OF CHEESE SHORTENING

The fat is heated to approximately 180 to 190* F., or higher If dexired. in
a sultable container such as a cheese kettle equipped with agitators. The dried
cheese described above, contalning from 3 per cent down to less than one per.
cent of moisture, and which may be elther in powdered form or {n the form
of relatively small lumps or aggregates, s mixed into the fat and the mixture
stirred for approximately one-half hour in order to obtain a thorough inter-
mrlgiglhzg of the cheese and fat and to produce a smooth texture in the final
product,

As a result of this operntion, the dry cheese, if not originally in the form of
& finely-divided powder, disintegrates into such a form, and each particle
becomes thoroughly coated with a fat film. This {s of great Importance in the
production of a smooth product,

The material thus prepared Is packed, ns by pouring through a nozle or the
like, into jars or other suitable containers and solldifies upon cooling to form
a soft, smooth product having a texture and density somewhat similar to a
thick mayonnaise or soft butter.

The fat-cheese product described above may be conveniently applied to pop-
corn, crackers, or the lJike by melting in a suitable container and then elther
pouring or sprayicg it upon the material to be coated, or it may be spread by
menns of a knife. It may also be used as a shortener in the usual way, thus
tmparting a cheese flavor to the baked goods while functioning to shorten the
same.

Baked products embodying my invention have a delightful cheese flavor
unmatked by the soapy taste common with such goods which have been made
prior to my invention.

Many variations and modificatlons coming within the spirit of my Invention
will doubtless suggest themselves to those skilled fn the art. Hence, I do not
wish to be limited to the specific embodiments herein described except to the
extent indicated by the appended claims, which are to be interpreted as broadiy
as the state of the art will permit.

'
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I claim as my fuventlon:

1. The lmpru)\'omout in the art of drylug a nomually solid cheese which
consists In comminuting the cheese, heating and agitating the same in the
presence of added water, sufficlent heat, agitation, and water being employed
to produce a smooth emulsfon capable, while still heated, of being forced through
the nozzles of the spray-drylug equipment, and then spray-drylng the ml‘xture
to convert the same into a dry powder containing not more thaun about 3 per
cent mojsture.

2. The improvement in the art of drying a normally solid cheese which con-
sists in comminuting the cheese, heating and agitating the same in the presence
of added water, sufficlent heat, agitation, and water belng employed to produce
a smooth emulsion contafning about 70 per cent of mofsture, and capxible, while
still heated, of being forced through the nozales of the spray-drying equipment,
and then spray-drying the mixture to convert the same into a dry powder
containfug not more than about 3 per cent molsture,

3. The improvement in the art of muking seld powder clicese which vonsists
fn comminuting cheese of a normally acld varlely, heating and agitating the
same I the presence of added water nnd acld, suticient heat, agitation, water,
and gcld delng employed to produce a xmooth emulsion contalulng about 70
per cent molsture and of materlally greiter acidity than would be possessed by
the cheese under pormal conditions, oud then spray-drying the material to
convert the same [uto a dry powder containfug not more than ubout 3 per cent
of molsture and having n pH value of not more than approximately pH 3.0,

Forest H. CLICKNER
The Caarmaxn, Ave there any other questions? Thank yon very
much, Mr. Secretary,
Secretary Hull,

STATEMENT OF HON. CORDELL HULL, SECRETARY OF STATE

The Cuamdtax. My, Secretary, are there uny matters in this tax
bill that you wounld like to bring to the attention of the committee,
more than you have already done in the letter that you have written
to the committee and which the committee has?

Mr. Huer, Mr. Chairman, I am glad to have an invitation to come
over to pay my respects to you gentlemen, in any event. I still feel
at hoine here. C ) '

You may remenmber that it was some 4 years ago that Congress en-
acted the Reciprocal Trade Agreements Act, If I may mhl just a
few words on that subject, leading up to this item, this pork item, the
conditions then were not only of an emergency nature, but they were
considered desperate by almost ever!y industry in the country, The
general economic situation everywhere was very much of a like
nature. The entire commercial, financial, and general economio trade
structure of the world was flat on its back and in the same connection
the econonaic structures of every nation, the domestic structures, were
flat on their back. People were in a hopeless situation.

It was then that we sought the only possible way to attack this
completely prostrate situation and to eicourage nations everywhere to
relax somewhat the extreme phases of their restrictions, restraints,
and obstructions that they ha({) been putting upon almost every phase
of international finance and commerce. . We said, “Here is an emer-
gency situation,” and we proposed a temporary emergency method of
attacking one phase of it. So that act was made temporury in its
nature, and its renewal was likewise made temporary in its nature.
There is yet a_substantial amount of work to be done before the
emergency conditions disappear and before the emergency remedies
have been sufficiently applied. We who are administering the Trade
Agreements Act come before you, therefore, just as a member of
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the Interstate Commerce Commission, or some other establishment.
which Congress has created with speciﬁ'c instructions and authority to
perform certain responsibilities,

The question, I think, is broader than taking up each item where
there is a varyin’f amount of imports, or a stable amount, or a very
small volume. The question really I think we need to consider is
whether it is a wise and sound po ic{ on the part of this Nation to
nundertake to furnish leadership with a program that is generally
considered now as practicable, sound, and timely.

For the purpose of making a contribution toward the restoration
of some, at least, of the normal processes of international finance
and commerce, which have been wrecked by unsound policies and the
backwash of the war, we cannot stand for embargoes on the one
hand as a policy. Nor does that mean, on the other hand, that we
should favor sucl reductions of tariff rates as wonld constitute un-
reasonable or excessive or materially hmtful imports .against the
competitive domestic industry in this country. The problem, we
think, is whether in the present very complicated conditions every- -
where, and the abnormal economic conditions especially we will take
note of every fluctuation in an import of a given commodity and
rush to the enactment of an embargo or its equivalent in order to
keep it out. That is largely the question that is presented by these
different proposals that are made.

If I may 1llustrate, for example, last summer the Honse, 1 think
it was, received nn amendment placing a virtual embargo on imports
of anthracite coal, and the plea was very earnestly and plausibly
offered that here was more than $3,000,000 worth of coal coming in
here, displacing that amount of waﬁes and capital in this country,
and they had a lively discussion, and there was a vote taken, and it
stood 151 to 156 on the amendment. The amendment was lost by
five votes. - Well, during that discussion—and this is no criticism;
everybody is so engrossed these days with so many things—the
other side of the picture was completely overlooked. While £3,000,-
000 were cominfg in, more than $13,000,000 of exports were going out as
the product of American labor and American capital. Now, it is
easy to stop that $3,000,000 from coming in; it is not a destructive
imRoﬂ, it does not materially affect,domestic prices, but we must
make up our minds to the fact that in that and all similar cases
the $13,000,000 will not go ont. That is the problem that we have
presented to us. It is easy to put an embargo or a very little increase
on every commodity upon the theory that it will become serious and
materially hurtful.

That is what we undertook to do in 1930, ~s you remember. Every-
body was authorized to come in here and write any kind of rates
virtually that they cared to write, and we all know that there was
no bigger single factor in the general increase of every kind of re-
taliation and hostile fee]inﬁ among the nations that subsequently took
place.  They had been told that if you could keep ont every vestige
of an gsy)ort, why, your domestic situation would be fine, but, in fact,
everybody went over the falls together, with drastically reduced
imports coming in during the depression following 1920, and with
the prices of farm products down to practically nothing. They all
went into bankruptey. Prices of everything went down, values went
down. Fourteen million or more wage earners were out of employ-
ment. when there were no imports practically, certainly of a com-
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petitive nature. So, as we say, if adjusting prices, wages, and em:
pllcﬁment was a mere matter of legislative enactment, everybody
could have it in every country. There would not be any question
about that,

So we have here a question of whether we are going to apply an
embargo, or virtually so, whenever there is some increase, without
looking back to see the cause, or without looking ahead to see the
prospect, without any heuriu;gs of any kind, without even the Tariff
Commission being called on for facts, as far as I know.

On the question of so-called excise taxes, especially in cases like
this pork proposition, I can say that in making 17 trade agreements
we have secured pork concessions in 156 of them, Some people, who
are unconsciously critical, make no real effort to understand the
methods that we employ. Some people express disappointment be-
cause overnight there are not immediate reflections of increases of
exwrts where we secure concessions. .

e must realize that other nations are involved in a network of
restrictions and complications with still other countries with which
they also trade, and as many of them still have disordered currencies
and taxes that are almost bedyoml imagination, they are not in a posi-
tion to (le\'elogofully and adequately the necessary purchasing power
overnight.  So we have an immense number of concessions the re-
sults of which will be revealed in increased trade in due course, if
not immediately.

Many countries are gradually relaxing some of their restrictions
in order to get in this program. 'The country does not hear of them,
but this program undertakes to attack this vast network of restric-
tions which have choked down the whole international economic
situation.

As Secretary Wallace said, the reactions back on onr surplus-pro-
ducing industries are terrific if they arc allowed to go neglected long
enough. " I remember that the State of Texas alone suffered & decline
in its cotton exports of over $200,000,000 between 1929 and 1932.
That was that amount of purchasing power taken out of our country
here for all other purposes, ‘The sanie thing was true in numerous
similar instances, . .

Secretary Wallace has pointed out that under a nationalistic polic
we must be prepared fo retire 40 to 100 million acres of cropland.
If we restrict production to our domestic consumption there will be a
most serious problem and a really disastrous situation resulting in the
future. Europe before the war, as you know, with nearly 500,000,000
people, was Froduciug a vast amount of industrial products, and
exchanging them with this country and South America and other
raw material and food-producing countries on a surplus basis. Well,
what has been lmppeml:fz during recent years is that each nation,
in its effort to live behind its own economic fortification, so to speak,
has not only encouraged, but is forcing other countries, industrial
countries, to pursue every possible method to secure raw materials
and foodstuffs from other sources. They cannot trade with a country
unless they can sell to some part of the world as well as buy, and as
long as there is this hopeless network of restrictions we are not
going to see any extensive improvement and expansion in the volume
of international commerce, notwithstanding the fact that 85 percent
of the population of the world is living down below or around the
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poverty level, aud a vast portion of it only needs an opportunity to
work and to secure purchasing power in order to start the wheels of
trade moving here and yonder, and gradually everywhere, We can
very soon compel each country to find its own raw materials, or to
make them synthetically.

You are aware of the desperate economic situation in certain foreign
countries.

For example, they produce synthetic gasoline at about 50 cents a
gallon. We can buy ours at retail at about 20 cents a gallon. They
ration everybody and they ration them in almost every way. They
desperately turn out many kinds of synthetic raw materials and
cloth and other commodities at almost regardless of cost, and that is
the way they are undertaking to skimp along. There are some very
serious possibilities ahead, and it stems hack on the question of
inadequate foodstulfs and raw materials and opportunities for people
to work and be as comfortable as they were in former periods.

We were all sure, as you remember, when the first trouble broke
out in Europe in 1914 that we were safe; we were all sure when a
terriffic depression rumors broke out in 1929 that we coultd get by it,
but the depression came.

So here we come now, after this little general statement, we come
now to the question of whether we propose, by so-called excise taxes—
without hearings, withont consideration—whether we propose to es-
tablish that policy. Now, if you gentlemen think that you should
repeal a temporary emergency agency that we are undertaking to
operate with every possible care and cousideration for everybody
affected, if you think it should be vepealed hefore we finish this work.
why, that is one question, but to inaugurate a policy of import taxes
as & substitute method of tariff-making, that is another proposition.
I submit it to you, gentlemen, whether yon want. to enter upon that
sort of a policy while this temporary agency is striggling desperately”
with a most desperate economic situation.” 1 would like to impress
that question upon you first, because, in my judgment, you will enter
upon a very confused and what will prove to be a most undesirble
situation from the standpoint of the beneficiaries of these enactments,
and naturally it will handicap the consummation of this emergency
undertaking,

I cannot, offer a hetter illustration than this pork and hog situa-
tion. Pork is normally on a heavy export basis and there is real
reason to believe that a very substantial portion of the lost markets
can be restored. So just as we are approaching a country that buys
$2 from us to our $1 from it, and which has brought enormous quan-
tities of hog products from us in the past, just as we are approaching
it in an effort to secure real concessions on hog products, to say
nothing of a great many other important agricultural products, here
is & proposal to announce that we stand for embargoes against any
little sporadic or temporary item that comes in, even though it may
be entirely due to a drought that will not come back again in 10
years or 20 years.

I submit that that policy is not smmd. It does the liog grower
far more injury than it does aid. I have said to a gentleman who
came in to see me about an embargo some months ago, a gentleman
from Towa, that during the 5 years prior to 1929 when the depression
came we imported & total‘of 9,000,000 bushels of corn, shelled corn.
and some little scattering amount in the form of hog products. I
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said just as you see that corn was brought from way down yonder
in the Argentine, foreign corn raised b forei‘zn labor and brought
right up the Mississippi and in the sight of the Chicago market, it
was spread out to the people, and I said it may, to a minor extent,
to an unappreciable extent, fiave affected the price of corn in the
Chicago market; that is true, but, I said, on the other hand, during
that samme 5 years we exported over 109.000,000 hushels of corn in
the shell and 690,000,000 bushels of corn in the form of hog products.
Now, I said, you can take your choice. We cannot eat onr cake and -
have it too, ns the saying is,

It is easy to shut out these little items that come in here tem.
porarily and sporadicaly as a rule. If tl}ey come in on a steadily
ncreasing scale, to an extent materially injurious, then we are all
concerned, but it is this other case that I am talking about. Now,
I said, “Yon can take your choice. That is what has happened to
you already. You can shut off these 800,000.000 bushels in order to .
shut out a few miltion bushels.”

We got up against these conditions and so here we come to yon
gentlemen to call attention to them. You are just as much inter-
ested as we are.  We are just as interested as yon are in this present
disturbed outlook that confronts us domestically and internationally.

Now, & drought occurred in 1934 and 1936 ‘and that was chiefly
responsible for this hog situation. Somehody said there were less
liogs on hand last summer than there had been in 40 years. Now, if
we are to cut off our nose to spite owr face, so to speak, by raising an
embargo in face of this request that we have now pending to restore
vast markets for our surplus corn and hog products, why, there need
be no misunderstanding about it.

So that is all, My, Chairman. I just wanted to enter into those
general phases, knowing that you gentleman have, from me and others,
all we know, and maybe more besides.

Senator Barsrey. I am sorry to leave, Mr. Secretary. I have got
to g(;’ tl(l) the floor. We will probably take up the naval appropria-
tion bill, .

The Caawrdran., We are going to work here as long as we can.  Now,
are there any questions to be asked?

Senator Carrer. May I say, Mr. Secretary, that I come from a great
hog-producing State, and it means a lot to the small farmers, more
than any other phase of the livestock industry. In the last 4 years
they have seen the importation of pork produets, especially hams from
Pofand coming in lere steadily, raglldly increasing, and they are
alarmed about it. They are very much interested in this amendment,
this excise tax, and the feeling of that whole country out there is
reflected in the fact that there have been six national livestock and
farm organizations who appeared here in the last 2 weeks before this
committee urging that excise tax. One of them—the National Farm-
ers Union—was represented by John Vesecky, from my own State,
aman who has been the leader of the farm folks there for years, who
canle before this committee of his own accord, and every one of these
national organizations have come here voluntarily seeking this little
protection. . .

. Now, the hog industry is undoubtedly threatened by this greatly
Increasing importation of pork products from these foreign countries.
There never was a time, in my o;;inion, when the farmer out there
was as much in need of the favorable consideration of this Congress as



54 REVENUE ACT OF 1088

right noiv. Now, why should we deny him this little protection that
he seeks against dleoompetition of foreign products?

The livestock le out there think that this canned beef should
be shut off, the beet that is canned in foreign countries and being
sold in every market in this country today. That is another thing
that disturbs them very much out there. So we cannot see why-we
shonld not have all the assistance that we are asking in this pork tax.

Mr. Huiw, There is no trouble about it, Senator, ~ You can put this

* embargo on, as I said, but ?‘ou must be prepared, when you shut ont

one ham from Poland that has been coming in purely temporarily on
account of the scarcity here, and also because it is more or less of a
luxury, selling at a high price, compared with American ham, you can
shut that temporary item out, but you must be prepared to keep here
thres or four hams that we sell to Great Britain and other countries
for every ham that we shut out, That is the point I make,

Senator WarsH. Mr. Secretary.

Mr. Hurw, Yes.

Senator WavrsH, There are some excise taxes in this House bill that
have been repealed. Can I assume from your statement that you are
in_general sympathy with this committee favoring the repeal of the
existing excise taxes?

Mr. HuiL. As I say, Senator, sometimes in talking here I forget
that I am not a member, and I know you will éxcuse my presumption,
but I think the committee will find it much more desirable, even from
the standpoint of these beneficiaries who seek an increase of excise
tariffs, it would be better for everybody to proceed on a more syste-
matic basis with tariff making than that, Inmy judgment that would
prove better for everybody.

Senator WaLsH. I assume you feel that the committee ought to look
\;‘ithbgﬂeat caution and hesitancy upon imposing new excise taxes-in
this bill.

Mr, Hvrn. I think if I were the committee, as I said, if that is now
to be a general policy, then I would repeal this temporary emergency
agency that we are undertaking to operate angt go back to the old
order that we used to participate in here of everybody writing any-
thing they want. :

Senator Warsx, I think I understand it. Then you think the
position of the comumittee would be somewhat in conflict with the
pur, of your objectives?

Mr. Huwi., Exactly,

Senator Warsn. If we continue to impose excise taxes?

Mr. Huwn, Yes,

Senator Warsn. And removing them would have the tendency of
giving you a free hand?

Mr. Huis. ‘That is true, and, besides, virtually every one of these
excise proposals is based upon some temporary and abnorinal condi-
tion and not based upon a real claim for relief against some increas-
ingly hurtful permanent condition. .

Senator BaiLey, Mr. Secretary, most of the excise taxes, as I recall,
were compensatory taxes, as compensating the consequences of proc-
essing taxes. Woukl yon advise generally against those taxes?

Mr, Huir. Frankly, I do not know as much about your domestic
problems as I should, bedause I have been so completely engrossed
with the international pha’rtes. I would not undertake to go into de-
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tails there, except if you are going to have an embargo policy, then
there needd be no misunderstanding about its effects; and if you do
that, then you will come nearest getling to it by putting on these
exlfise taxes without any hearings, without any investigation, and the
like.

Senator Baney, But most of our excise taxes were put o1 because
we had put a processing tax on these things, and if you did not put
excise taxes on the imports we would give them a great advantage.

]Mr. Igm.n. As I say, Senator, I am not attempting to discuss that

iase of it, .
¥ Senator Bairy. Let me put before fyou a practical matter which
has given me some trouble, Just a few weeks ago the miners in
western North Carolina mined mica and feldspar. That is about all
they do mine; 8,000 people live by mining feldspar and mica and
byproducts.  Now, Canada has lately learned to produce methylene-
cyanate, which is a better article. All of those miners are going out
of business, their occupation is gone, because methylenecyanate under-
sells them, Both articles are used in crockery and glassware,

Here is what I am confronted with: I know the general policy and
I do not like to go against it. I know if you start to write the tariffs
here by way of excise taxes we would just open all the doors, and we
do not like to do that; but those 8,000 people are prostrated, they
are destroyed, the whole industry is gone, .

Now, we liave an agricultural act which forbids them to produce
tobacco and cotton. They liave nowhere to go. They are penned up.
The Canadians take their mining market while the Government, on
the other hand, ties their hands. They cannot go into agriculture,
und, of course, we know there is no taking them into industry. So
I am_confronted with the fact that 8,000 people in five North Caro-
lina counties are being driven out of any way on earth to make a
living.  What would you do with a problem of that sort{

Mr. Hutr.. What is the difference in the tariff?

Senator Bairey. I think $5 or 6 is the difference. I will agree
that $6 a ton amounts to an embargo.

Mr. Huir. As I said, the question of policy, as to how far we will
go in safeguarding business or an industry, and where we will stop,
the economic policy is one that requires very careful investigation in
each instance, Of course, in your case a mere increase of 50 percent
under section 336 would not mean anything in the way of relief.

Senator BaiLey. As it happens, there is no tariff on this methylene-
cyanate at all, we cannot get any relief, and the thing that I am np
ugainst here I do not like. T want to put the problem to you. Sup-
pose you are a member of Congress, what would vou do?

Mr. Huir. Well, I represented some industrial constituents for a
time when I was in Congress. As I say, I would take each case that
had any reasonable claims for Government help, and I would have
all of the economic facts pertaining to the situation developed,
preferably by the Tariff Commission, as well as others. .

Senator Bairey, If it really did appear that it would drive 8,000
people out of a means of livelihood under a public policy-in which
we had excluded them from any other opportunity, we would be
willing to do something to keep them going,

Mr. Huowo. As I say, sometimes_they decide that they have no
recourse except to come 'hene, when I often find, on going back on the
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ground and thoroughly investigating it, that there were other ways
that they could pursue that would be helpful as well as relying on
Government help.

Senator Baiey, All of the reports here from your Department and
also from the Tariff Commission are that this methylene-cyanate will
undersell the feldspar by 20 or 30 percent, Now, I am dealing with
the fact that we have 8,000 people who are just driven out; they
haven’t anywhere to go, and if we did not have an agricultural bill
which forbids them to produce tobacco we could produce tobacco, but
Kentucky and Tennesses have the monopoly of tobacco under this
act, and we would have to pay a penalty if we produce it.

Mr, Hur. I may say that i the State of Texas our cotton people

‘were exgoﬂing $600,000,000 of their products, and on account of

Brazil, China, and India, and other countries that are being rapidly
developed in the production of cotton, that whole group in Texas—as
well as the cotton growers in other States—are threatened with a
complete loss of any occupation. That is the point I mised. We
have got a tremendous situation on our hands. Some of these days
I think we will all realize it more keenly than we do now., That is
why we are struggling liere as we are to furnish a program to support
a movement that will greatly contribute toward improving our do-
mestic economy and expandinﬁ it, and give people everywhere more
opportunity. Now, we can a andon all that in order to deal with
individual cases, whereas I think we should study the whole problem.

Scenutor Bairy. I am willing to do that, but at the same time,
when I see 8,000 people thrown out of anywhere on earth to make
a living, and I know that the Canadians are making the living that
they would have made, and they are not American taxpayers—I do
not represent them at any rate—I have a temptation to do some-
thing about it.

Now, let us move from that into our oils. I introduced an amend-
ment 2 years ago, an excise tax——

Senator ConNarry. That is not effective.

Senator Bairey. It is working all right. That is just my point.
This oil business all the way from I\ﬁine to Flori&a on the At-
lantic Coast became very proslperous, the American market was

reserved for American oils. I do not know what the people in
ga an or the Scandinavian countries lost by way of shipments, but
I do know what North Carolina gained. I know that none of those
people are on relief now. 1Was not that a good thing to do?

Mr. Horu, You can select instances here and there, Senator. For
instance, in 1929, we were all arranging for an improved condi-
tion of every industry, everywhere, simply by increasing tariffs, but the
thing was overdone, from my point of view, so everybody went bank.
rupt practically. Now we are trying to pursue a course of modera-
tion and not overlook any reasonable case that calls for special treat-
ment or special consideration, but it is easy to pick out one instance
and generalize from that, just like our people did with Canada in
1920, ‘They said, “Now here are $£500,000,000 of imports coming in.
Why shonld they be coming in? Let us get rid of them.” Well, they
undertook to do it, but in getting rid of the $300,000,000 of thesc
imports they lost $700,000,000 of exports to Canada.

Senator Kixo. We had as high as $800,000,000 at one time.

Mr. Huer. That is right.
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Senator Bamey. I sympathize with them,

Mr. HuLr. And I sympathize with your special condition. There
will be one here and thers naturally, otherwise there would not be
any real task for an important statesman here in Washington,

snator Barwey. Then your view is while we should pursue the
general policy that you suggest, that in special cases if we should
find an excise tax would be in order we might proceed with that,

Mr. Hut. As 1 say, I would not proceed to the point of destroy-
ing this whole movement and destroying the whole policy of tariff-
making along more practical and far-sighted lines I do think
that I would first have a survey made by the Tariff Commission in
l)articu]ar cases aud then deal in a broad way with each case in the
ight of the gencral economy instead of dealing here with isolated
cases without reference to the repercussions on the general economy
of the country. I just feel very deeply that we are making some
progress with this program of trade restoration, and my judgment
is that a successful trade agreement with the United Kingdom will
not only be of great economic advantage to both countries. but
will be a great constructive step toward thie creation of a solid foun-
dation for peace.

Senator BaiLey. I sympathize with you in the eflorts of peace, but I
am not optimistic enonugh to think that we can do anything to make
those men that run the voad to go the by way of peace.

Mr. Huin. We are trying to encourage them to get down to pro-
ducing something besidles war materials, and if they do, they will move
more and more away from war.

Senator Warsn. Mr, Secretary, I would like to ask you a brief
question. Don’t yon think that it is the economie conditions that have
taken place throughout the world during this depression that are more
responsible for our decline in exports than our tariff poliey?

Mr. Hurt. Senator, of course, while 1 watche(ll it, as you may
remember, you and I used to talk about these things from week to
week, and T bored you a great deal, I know, but apparently the major
factor was the backwash of the war and the confusion and demorali-
zation,

) Slggrlttor Waisi. And even more the recent depression that came
in .

Mr. Hurw The biggest single factor that brought on the depression
in 1920 was a wild runaway race in the selting up of every conceivable
kind of an obstruction to finance and commerce, coupled with the con-
dition that we were making large loans with which to pay for our
exports, but just as soon as these restrictions became so severe that it
became impossible to make the processes of finance and commerce
function we quit loamnﬁ(.) Nations could not pay, they could not get
money or goods across boundaries to pay for raw materials or food-
stuffs, and the price of raw materials and foodstuffs was the first to
slump, and then came industrial protection.

Late in 1928 we announced that we were $oing to enact an impor-
tant increase in tariffs, We proceeded with hearings in December
1928. We were advertising to the world that that was our purpose,
and that is what we were doing. Whereupon, in retaliation, thirty-
odd nations proceeded to run up every conceivable trade barrier.
Tariffs were the least part of it. Quotas, exchange restrictions, import
licenses, compensation agreements, and every other kind of arrange-
ment soon had trade drawn into a hard knot. Surplus-producing
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nations, whether agricultural, mining; or industrial, -found themselves
with great sul'!)luses'on hand and nowhere to sell them, and then the
bottom began to drop out of prices. You can call it what you want,

but it was a combination of restrictions on every phass of internationa

business and commerce, based on the theory that each nation could go
on by itself, or practically so. There was no bigger single factor
than that. : )

Senator Warsu. Many people are of the opinion that the real loss
of purchasing power all over the world is the major cause of our
exports declinin%, and that we have accentuated and put teo much
stress upon the fact that it was the high-tariff policy. That is the
point I wanted to make to you.

Mr. Huw, I am very glad you brou}iht- that out, I do wish every-
body could find time to go into every detail of that question, because
I am convinced that there was no bigger single factor than the one
idea that each nation could adopt embargoes agninst anything that
was even remotely competitive. ‘

Senator WarsH, Do you think that had anything to do with the
collapse in September of 1929 in this country?

Mr. Hurr. Naturally I do. Any impression that may be given of
a major change has an immediate effect in all those fields. For exam-
ple sometime ago a mere rumor came out that we were going to
change the price of gold. That spread as fast us electricitf' conld
carry it. There were the most violent fluctuations in values, in
prices, in trade transactions, in every important business center in
the world.

Senator Towxsexp. When was that, Mr. Secretary?

Mr. Huti. That was about a year ago. That 1s an illustration
of the delicate nature of international economic and financial rela-
tionships. .

Senator Warsh. I do not want to take up your time and the time
of the committee because this is only indirectly germane to our
proposition here, but I just want to ask you one more question.
Are you experiencing the trouble that we individually experience
when people come to us and say that though the imports are trifling,
small and insignificant, they have an effect upon prices that makes
production_unprofitable in our own country? Is not that a very
serious problem that you have to deal with?

Mr. HuLe. Yes; we encounter some of those things.

‘The Cammman. We thank you very much, Mr. Secretary.

Mr. Huie. I must ask your pardon for talking in this scattering

way.

’l“]le Cuarrstan. That is the best way for you to talk,

S%n?ator Cox~arry. Do you think we ought to knock out this hog
tari

Mr. Hurt. Unless you want to shut off our hog exports, and we
are normally on a heavy export basis. .

Senator Herrino, I listened to the Secretary of Agriculture say
that Jowa raised twice as many hogs as any other State. I have not
had a single request from anybody representing the hog growers
in Iowa for this, nor have I lieard anyone appearing ge{f)re the
commiflee urging it, '

Senator Kino. Is it not a fact that we are exporting several hun-
dred million dollars in hog products, and those hog products con-
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sume corn, and therefore the farmers producing corn in Iowa and
Kansas are the beneficiaries of the hog exports.

Mr. Hurw, That is why we hope to get concessions.

The CuamrMax., We will hear from Senator O’Mahoney, unless
you want to ask him some questions.

Senator Capper. I just want to say to Senator Herring that I
received a letter from the Iowa Swine Producers Association, which
is one of the oldest and most representative swine growers organiza-
tions in the country. -

Senator Herrixa. \Who is the liead of that?

Senator CarpEr. Ed J. Morrissey is the president. There is a long
list of men.

Senator Herrixg. Is that in the manufacturing end?

Senator Carrer. They have been in the business of Ipmducing ho,
for years and _tl:(af' have appealed to me to do what I can to get the
pork tax retained. I know a good many of them. They are very
representative people. ]

The CHamryan, All right, Senator O’Mahoney.

STATEMENT OF HON. JOSEPH 0. O'MAHONEY, UNITED STATES
SENATOR FROM THE STATE OF WYOMING

Senator O'Manoxgy. Mr. Chairman, I am sensible of the fact that
T am undertaking a heavy burden in appearing before this commit.
tee immediately after Secretary Hull. It was quite apparent that
his mere presence in this pit here induced an atmosphere of calm in
the committee that was in rather strong contrast to that which ex-
isted before he appeared.

I might say, with respect to both Secretary Hull and Secretary
Wallace, I feel that no administration has ever been fortunate in
having more able and frank men in charge of any department than
these two men. .

I came here this morning, however, direct from the office of the
Farm Credit Administration, where, with several other Senators
representing the West, we were conferring» with Governor Myers,
and the entire staff of the Farm Credit Administration, with respect
to the livestock loan problem. I came immediately into this room
und listened to the arguments of the two very able secretaries, one of
them indicating, perhaps a little haltingly, but nevertheless indicat.
ing, his belief that we shall probably have to come to pmminﬁ
tuxes in January, and the other indicating his belief that we shoul
proceed with this far-flung policy of reciprocal trade agreements.

Now the two policies, to my mind, do not seem to be in harmony.
Not only is that true, but in the Farm Credit Administration I found
that we have, as a Government, outstanding loans to producers of
‘livestock amounting, on the 31st of December last, to in excess of
$163,000,000, and that private loans to livestock producers on the
same date are estimated at about $93,000,000.

Senator Kino. Principally cattle and sheept ‘

Senator O'ManoxEey. Yes; livestock, cattle, and sheep. I n other
words, under our present economy the Federal Government is the
holder of two-thirds of all the loans upon livestock. :

Tf T were to call your attention to all loans for agricultural com.
modities it wounld be found to be about $830,000,000. - In other words,
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Mr. Chairman and gentlemen of this committee, we have a condition
in this country now in which the Government of the United States
is the primary factors in financing agriculture, and particularly in
financing livestock.

Now while the Government is loaning money on livestock and
the Secretary of State is negotinting reciprocal trade agreements for
the admission of increased imports of livestock and livestock prod-
ucts, we find the President at Gainesville, Ga., talking to the Nation
about improving the standards of wages and hours, an objective with
which I thoroughly sympathize.

ISe;mtor BaiLey. Getting rid of feudalism, you sympathize with
that

Senator O'Manoxey. I shall not go into any such characterizations,
I am taking about objectives here.

I am calling attention to the fact that while the President is urgin,
& very proper policy of raising the standards of labor for industria
workers, the State Department is considering the restriction of tariffs
on livestock and livestock products, including the duties on British
woolen manufacturers, and at the same time opposed to any reduc-
tion of importations of canned meats. .

Is it not proper to inquire whether we may expect to accomplish the
present problem with respect to wages and hours if we pursue the
program of inviting an increased importation of products in compe-
tition with those produced in the United States?

Simultaneously, with this apparent conflict of policy, we are in one
breath proclaiming the problem of maintaining the prices for cer-
tain agricultural erops and at the same time insisting uron another
policy, the probable effect of which will be to depress the prices of
another agricultural commodity.

We passed a farm bill, the asserted purpose of which is to main-
tain the prices of wheat, corn, cotton, tobacco, and rice by restricting
their production. 'This is a bill by which we make it impossible for
citizens like the constituents of whom Senator Bailey spoke a few
moments ago, though driven out of the mine industry, to go into
agriculture for the production of any of these five crops. They could
however, go into the production of livestock, for in passing this bill
we refused to accept the amendment asked by the livestock industry
to protect it from the creation of new surpluses. It is in this situa-
tion that the Secretary opposes efforts to restrict foreign competition
with the livestock industry. .

We passed that farm bill in the middle of this session, and on Fri-
day last we passed an 11-page bill amending it, amending a bill
which has hardly gotten into operation, indicating again n confusion
of purpose, a confusion of minds, and an inability to assess the
problem that confronts us.

Secretary Hull says that we must not be concerned with imports-
when they are small as compared to domestic consumption, particu-
larly if we are having at the same time the benefits of larme exports.
Argument is made with respect to pork, that the United States is
upon an export basis. T do not propose to testify with respect to
pork because T have not studied that problem, but I can say to this
committee that the Secretarv's comment does not hold true with
respect to livestock. The authority for my statement in this regard
is the Bureau of Agricultural Economics under Secretary Wallace.
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IMPORTS OF CANNED BEEF

On March 15 I wrote to Dr. Black, the lead of that Bureau, for
information with respect to this subject and I received his response,
which tells this very interesting story:

In 1930 the exports of American beef to foreign countries amounted
to 16,350,000 pounds. In 1937 they had fallen to 8,172,000 pounds.
In other words, during this 7-year period the exports of American
beef were almost exactly cut in half.

Now, while that reduction of American exports was going on there
was in increase of imported canned beef. In 1930 the imports
amounted to 58,000,000 pounds. In 1037 they were estimated to
amount to 89,839,000 pounds. So you haye this contrasting situation.,
QOur export market 1s disappearing and the American market for
imports of beef is being increased. DBut they tell us this incrensed
importation is the result of the drought. The facts do not sub-
stantiate that contention at all. . ..

Here I have a table furnished me by the Tariff Commission. In
1920 when canned meat was on the free list importations into the
United States amounted to 3,979,000 pounds. l&% began to in-
creaso steadily, became much larger in 1023, 4,496,000, and jumping
in 1924 to 7,026,000 pounds. And so it went until in 1929 the im-
ports amounted to 79,897,000 pounds of canned beef,

Now then, Congress feeling that this condition justified some
remedial action adopted in the Smoot-Hawley tariff bill a tariff
upon canned meat amounting to 6 cents a pound. Well, the expected
result took place almost immediately, In 1931 the imports were cut
from 79,000,000 pounds to 19,530,000 pounds, but immediately con-
ditions began to adjust themselves to the increased tariff, and once
more imports began to pile up year after year. In 1932, the receipts
Emped to 24,638,000 pounds and in 1933 to 41,343,000 |lmunds. 1l

fore the drought, Increased imports of canned meat

In 1934,—now, we come into the drought period,—img)orts jlmé}&e’d
to 46,672,000 pounds; in 1935 to 76,258,000 pounds; in 1936 to 87,802,
000 pounds, and in 1037 the estimated importation is 88,091,000
pounds. T submit the record shows that this 1s not the result of any
condition of drought in this country, but solely to the fact that we
are not preserving the domestic market for the domestic producers.

There is a factor in this situation which everybody apparently is
utterly and completely overlooking. Let us not deceive ourselves
in the thought that we are doing any good to South America by in-
viting this importation of canned beef. The beneficiaries of this
importation are the packers in Chicago. Four large packers control
the canneries in Argentina and Uruguay, and I am told that now,
because they can find a cheaper source of supply of beef and a
cheaper labor market in Madagascar than they have in Uruguay and
Argentina, they are switching to Madagascar. What we are doing,
gentlemen of the committee, is to permit American capital and
American machinery to go into other countries where there is cheaper
labor and cheaper raw material to produce industrialized commodities
to comrete with our own citizens, and we are doing this at a time
when there are between 11 and 13 miltion unemployed people in the
United States. Between 11 and 13 million people in this country
without mln-k and we talk about processing taxes to be paid by our
consumers
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Are we going to dive into a downward spiral? We cannot deal
with present conditions in terms of the old international psychology,
because the fact of the matter is this condition which I pointed out
to youn with respect to the exportation of American capital, illustrated
by the activity of the 4 big packers, is a condition that exists all
over the \vorls. If you seek to find the cause of Hitlerism and of
the policy of Mussolini; if {ou seek to find the cause of the strange
manifestations throughout the world you will find it in the fact that
the European cartel has seized control of the economic machinery of
Europe. Beware of the fact that combinations are seizing control
of the economic machinery in the United States.

Senator BrowN. Senator O’Mahoney, what do you say to Secre-
stary Wallace’s argument that the producers can get twice as much
for their beef in the form of sausage as they can when it is canned?
Is that an answer!

_ LITTLE CANNING IN UNITED STATES

Senator O'Mauoxey. That is no answer at all, becanse the fact is

that we have no canning in the United States, The packers prefer
to take the cheap meat ﬁ\at they can get in Uruguay and Argentina
and they will not build canneries here, but when the United States
Department of Agriculture and the relief agencies were driven to
the policy of purchasing cattle in the drought then we set up our
canners, we set themx up through the Government, through the
W. P. A. and we canned this meat which was bought on the drought-
stricken ranges in the West, and we used it all,
. Senator Jonnsox. Is it also true, Senator, that the cattle that go
into the sausage trade in this country are the very poorest beef, and
the cattle that go into the cans in South America are the very finest
typo of beef animals?

Senator O’Manoxey. That is right., May I say when I am talk-
ing about the importation of 89.500,000 pounds of canned beef I
want the members of this committee to know that that standard of
measure is not at all conparable with the measure of cattle upon the
market, Eighty-nine thousand pounds, or 88,000,000 pounds of
canned meat, according to the conversion factor used by the Dem-
ment of Agriculture, amonnts to 176,000,000 pounds of fresh f,
and according to the conversion factor which is urged by others
it ought to be about 206,000,000 to 210,000,000 pounds.

Senator Warsa, Mr. O’Mahoney, you pointed out the gradual de-
cline in the exports of beef between 1930 and 1937.

Senator O’Manoxey. Yes, -

Senator WarLsx., Was that decline steady and gradual?

Senator O'Manoxey. The ﬁ&:)ms were as follows: 1930, 16,380,000;
1931, 14,600,000; 1932, 10,872,000; 1933, 13,035.000; 1934, 16,124,000;
1935, 1,771.000; 1936, 10,248,000; and in 1937, 8.172.000.

Senator Watsw. So that while there was a steady inerease in im-

ports the reverse was taking place with exports? ’
"~ Senator O'Manoney. Except for the period of the drought year,
except in this period of 1933, there was an increase, and agan in
1934. Now, to what that was attributed I cannot say, but it was
not at all as great as it was in the year 1930,
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Senator Warsu. The exports are about seven times or eight times

as t as the imports?
nator O’Manrngy. That is right.

Senator CappEr. Senator, you made a very convincing argument as
to beef and the im})ortation of beef products. Does not your argu-
ment ap?ly equally to pork products, the importation of pork
products .

Senator O’Manoxey. I must be frank with the committee. I do
not know. I have not studied that problem. I do understand, from
what attention I have given to it, that pork is much more largely
upon an export basis than beef.

Senator Career. But the importation of pork products has been
steadily increasing, mf)idly increasing, for the last 5 years.

Senator Kina. I will make the statement that the export of corn
productfi of hog products, lard, and oil has been 4 or 5 hundred
million dollars® worth, and you people who raise corn ave the bene-
ficiaries of it, because you feed the corn to the pork which we export.
3 Senator Caprer. We haven’t had any corn to feed in the last 2 or

years,

The Cuamrax, I want to ask you, Senator O'Mahoney, have the
cattle people applied to the Tariff Commission under the law for any
increase f

Senator O'ManoNey. No, I think not; net as far as I know. I
certainly did not.

The Cuarman, I was just wondering, because under the law they
would be entitled to 50-percent increase if they could maske the
proper showinf,r.

Senator O’ManoNey. Of course, Mr. Chairman, it must be perfectly
obvious to all of us that with the Secretary of State dominating
the international situation as he does, with the reciprocal trade
agreement program, there is no possibility of securing administra-
tive action with respect to increases upon the excise taxes or the
tariffs, and it would be a sort of a useless procedure to go through.
The Secretary sits here and asks you to pay no attention to these
various suggestions with respect to excise taxes, because they would
interfere with the broader program which he has in mind. Now,
though I am in full sympathy with his purposes——- g

Senator BaiLEy, And he does not know what your program is.

Senator O'Manoxey, Isay this with the utmost respect and indeed
affection for the Secretary, but I could not avoid an inference from
the statement which he made here in response to Senator Bailey
when he said he did not know much about the domestic situation
because he was devoting his time to the international sitnation. It
is our duty as Members of Congress to pay a little attention to the
domestic situation,

Senator King. Senator, may I interrupt you theret

Senator O'MaHoNEY. (',‘ertainly. .

Senator Kixo. I do not think, in the discharge of his duties, or in
the execution of the reciprocity treaties, once a treaty is entered into
that wonld supersede the tariff duties, that the power of the Tariff
Commission to make investigations and to make declarations pur-
suant to their findings has been abolished or superseded.

Senator O'Manoxey. As I understand it, action must be taken by
:!w President, The Tariff Commission may ‘'only make recommenda-

ions.
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Senator Kixa. I understand,

Senator O'Manoxey. It would seem to me _to be a useless gesture.

. Senator Kino. The activities of the State Department, the activi-
ties of the reci!:rocity organization would not supersede any recom-
mené!es:ition of the Tariff 5ommission unless that agreement had been
ratified,

Senator Carper, Certainly the Congress has a right to step in and
say a situation exists which demands some protection, and that is
what the House of Representatives, by an overwhelming majority,
has done, they put in this bill a tax to protect the pork.

Senator Kina. I do not deny the authority of Congress. In the
Smoot-Hawley Tariff Act, and in the McCumber Act the Congress
asserted its right, and they did a darned fool thing in many ways.

The CruamsiaN. Of course, the argument would be strengthened
if application would be made to the Tariff Commission, which is
supposed to be an independent body, and if they had recommended
even thou%h the President did not approve the findings, if they had
recommended an increase there would be a stronger case presented
than where there has been no such application made and where the
Tariff Commission did not act. \

. Senator O'ManoNEY. Of course, there can be no question of that,
and I know the committee has been very kind to listen to this presen-
tation of the facts which wonld be presented to the Tariff Commis-
sion. Of course, both the Tariff Commission and the Secretary of
State, under the Reciprocal Trade Agreement Act, are merely exer-
cising the delegated powers of Congress, so I feel when I come to
this committes that I am coming to the head and source of their
authori& . .

The CuamyaN, We find no fault with you in presenting this
amendment,

Senator Baiey. I agres with Senator O'Mahoney. If the Tariff
Commission should make any recommendation to increase any tariff
now it would probably be met with the formal statement from the
Secretary of State that any change in the tariff would interfere with
his negotiations. I think we have got to deal with it if it has got
to be dealt with at all,

Senator Coxnarry, What rate do you proposet

Senator O'Manoney. Three cents,

Senator Connarvy, Three cents additional, or 9 cents,

Senator O’'ManoNey. May I point out, if I understand Secretary
Wallace correctly, he was not objecting to an excise tax upon canned
ham, and, of course, all we are asking for in this amendment, which
is é)resented by Senator Johnson and Senator Adams of Colorado
and Senator Schwartz and myself of Wyoming, it provides for an
exciss tax upon canned beef onlg. .

The, Cuamyan. I did not understand him to advocate a tax upon
}c]anned ham, He said that they could make an argument for canned

am.

Senator Groroe. That they could make a plausible case,

Senator Jounson, Make it less objectionable,

Senator O'ManoNEY, Yes; make it less objectionable,

The Cramman. You have made a very plausible and very per-
suasive case, but not convircing,

Senator O’'MAmoxzy. The Senator amazes me, May I add just
this: The total number of cattle in the United States in 1932 was



REVENUE ACT OF 1938 65

65,770,000. Next year they increased to 70,204,000; next year, 74,-
262,000, and that mncrease 1n the cattle population was accompanied
by a tremendous fall in the price of cattle. Then the drought came
af:)ng. The drought operated naturally as a curtailment Kroimm
for getting rid of a surplus of cattle, We did not have the A. A, A,
to cut down the surplus of cattle, we did have the drought.

Senator ConxnaLLY. That is 1934 you are talking about?

Senator O'Manoney. That was the high point, 74,262,000

Senator CoNnnarLLy. We killed 8,000,000,

Senator O’ManoNgY. Yes. In 1935 the number had been reduced
{o 68,529,000; in 1936 to 67,960,000; in 1937 to 66,676,000; and it is
estimated for 1938 the cattle popu'!ate will be 65,930,000,

Now, the point I want to make is that in 1934, at the very high
point of our cattle population, the number of beef cattle per capita
of population in the United States was 0.287. In 1938, if this estimate
is correct, the reduction will be only 0.05 of one or-0.237,

So that it is quite obvious we have not yet come out of the surplus
state of cattle, and we are bringing in from South America, from
Uruguay and Argentina, the equivalent of almost 200,000,000 pounds
a year, :

n these circumstances, Mr, Chairman, I feel that we are entitled
to ask the consideration of the committee upon this amendment.

Now, may I say just an additional word? The total duty collected
for 1937, at 6 cents a pound, is estimated $5,285490; for 1936, the
revenue amounted to l§‘5’>(§2(§8,179. So that if you should estimate that
this excise tax/would reduce the importations by one-third O&?u would
still be producing an increased revenue of more than $3,000,000.

The Crammman, So you are asking for this on the revenue ground#t

FAIRNESS TOWARD LIVESTOCK INDUSTRY

Senator O'Manoney. Oh, Mr. Chairman, I would not deceive my-
self, or attempt to deceive you on that, not at all. I am asking it
because, Mr. Chairman, we passed a farm bill from which there was
excluded, by the conference committee, after both Houses of Con-
%:m had adopted it, an amendment which was desuavngd to Prevent
the use of diverted acreage for the production of additional cattle.
Both Houses of Congress had adopted that amendment and it was
stricken out by the conference committee; so that the livestock indus-
try is now to all intents and purposes afmost an orphan child. We
refuse to protect it from the claim of new domestic surpluses by the
terms of the farm bill and at the same time we invite the creation of
a foreign surplus by the increased importations of foreign livestock
and livestock products. : '

Senator Kina. I would like to ask a _question. Why, in view of
this surplus of production of cattle and this importation of beef is
so high, I have had hundreds of communications from housewives
and others, and letters protesting against the high price of beef

Senator O'ManoNEy. The Senator from Utah could cooperate with
me very effectively in changing that situation. The reason for the
high cost of meat is very simple. Your livestock producer, the pro-
ducer of sheep and the producer of cattle, deals with four big cor-
porate packers and he takes what is given to him. These same
packers who buy the product of the farm and the range are the ones
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who make the price to the consumer in the cities. The producer does
not receive anlything like the price which is paid by the consumer.

Now, may I just put one or two figures in on that point? It will
just complete the record. Again I received these from the Bureau
of Agricultural Economics.

In 1928 the average per pound farm price of beef cattle was 9.12
cents. In 1929 it was 9.15 cents. In 1930 it was 7.46 cents; in 1931
it was 5.81 cents; in 1932 it was 4.07 cents; in 1933 it was 3.63 cents;
in 1934 it was 3.88 cents, and in 1935, largely as the result of the
drought purchasing program, 649 cents; in 1936, 6 cents; and esti-
mated for 1937, 6.95 cents. That is the farm price, and, of course,
obviously it is not at all comparable with the price which the house-
wife pays for the steaks, the pork cliops, and the lamb chops she
serves on the table.

The Cuamman. Senator, thank you very much.

Senator 0'ManoNEey. Thank you.

The Cuairyman. I desire to place in the record a letter from the
Secretary of State and a memorandum from the Tariff Commission,
both of which relate to Senator O’'Mahoney’s amendment.

(Matter referred to follows:)

The Honorable PAT HARRISON,
CAairman, Commlitee on Finance, Unlted States Scnale.

My DEAR SENATOR Harmisox: I refer to the request, transmitted by the clerk
of the Committee on Finance, for a report and comment on an amendment
intended to be proposed by Senators O'Mahoney, Schwarts, Adams, and John-
son of Colorado to H. R. 0682, This amendment would levy an Import tax
of 3 cents per pound on cured or cooked, steamed, prepared, or preserved heef.
The principal product affected by the pro) tax would be canned corned
beef, which is imported chiefly from Sonth Amerlen.

It is my opinlon that the proposed tax should not be approved. I am con-
vinced that adoption of the amendment would not be heneficial, but, on the
contrary, would be injurfous to the cattle industry. This counclusion rests upon
two main grounds: first, that even the complete exclusion of cauned corned-
beef imports would not have any appreciable effect upon cattle prices in the
United States; and second, that the proposad action wounld bave adrverse effects
upon the domestic market for beef.

As regards the effect of imports of cnnned corned beef upon cattle prices,
there are two main points to be kept fn mind. The first is that the amount of
canned beef imported {n recent years, while considerably greater than the
normal amounts owing to the effects of drought npon domestic supplies, has
nevertheless not been large enough to have material effect upon domestic cattle
prices, and would not have had material effect even if it had been directly
competitive with domestic beef. The second Is that these imports of canned
beef are, as n matfer of fact, not directly competitive with domestic beef, for
:)l;gtreason that there s practically no domestic production of canned corned

With regard to the firat point, attention is called to the relation of canned
corned beef imports to our total production of dressed beef, on the assumption
that such Imports are, to some extent, indirectly competitive with dressed heef.
Last year, when domestle supplies were extremely small, the dressed weight
equivalent of Imports of canned beef was between 2 and 3 percent of United
States production of dressed beef. In years of more normal supplies and lower
prices of domestic beef, imports of canued beef are equivalent to an even
smaller proportlon of domestic suppliex ’ .

Imports of canned beef bhave not been unduly Iarge In view of the sltuation
credted by the droughts of 1934 and 1838, Imports amounted to 80,000,000
pounds {n 1929 and reached a low of 20,000,000 pounds in 1631, As purchasing
power {n the United States fncreased, Imports in the following 3 years increased
to 47,000,000 pounds in 1934. Largely as a result of the shortage in meat sup-
rlles caused by the drought of 1834, and the resulting higher meat prices,
mports of canned beef Arose to 76,000,000 pounds in 1833 and to 88,000,000

MaxcH 24, 1038
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pounds In 1836. In 1837, despite the acute shortage and unusually high price
of meats during a considerable part of the year, imports were approximately
the same as in 1938. Iu the past 2 yeurs, therefore, lmports have been only
about 10 percent greater than in 1920. Furthcrmore, the downward trend of
fresh meat prices which has ocenrred recently has lessened the demand for
canned beef and imports have declined considerably In the past several months,

As already indicated, however, there s practically no domestlc production of
canned corned beef. In contrast to the practice in Arzentlna‘and U_ruguay,
where u good grade of cattle I3 used for canning purposes, “canner” cattle
fn the United States consist mainly of old cows which are no longer useful for
milk production. They are the “end-product” of the dalry industry. The de-
mand for fresh beef in the United States is so strong that it does not pay to
convert ordinary beef cattle, of a quality comparable to those used for cannlng
{n South America, into canned or otherwise preserved meats on_any appreciable
scale. ‘The supply of “canner” cattle 13 relatively small and, since about 1927,
substantially the entire quantity has been used for other purposes. Most of
the low grade cattle and cows slaughtered in this country are used in the
making of sausage.

Eliminatlon of {mports of canned beef would not result in an equivalent
Increase In domestic production of canued beef and In the demand for American
cattle. Domestlcally produced beef of the canner grade can be sold as sausage
for almost twice as much as it will bring as canned beef.. American packers
could not afford to put the better grades of beef, such as are used in South
Amerlca, fnto cans, since they can get much more for such beef by selling it as
fresh meat. I¢ would be highly disadvantageous to the American cattle producer
if he had to sell his cattle on the basis of a price that would permit the beef to
be canned and sold in the domestlc market.

So much as regards the fmmediate relation of Imports of canned corned beef
to domestle cattle })rlces. It 1s obvious from these facts that the proposed tax
would not materially affect domestic prices even though ft totally excluded such
fmports in the future. Meanwhile, however, its adoption would have other
effects which would be distinetly unfavorable from the standpoint both of the
cattle producers and of the country as a whole, the second main proposition
which I mentioned at the beginning of this letter.

Sound economic recovery In this country i3 dependent {n large measure upon
a healthy revival of foreign trade. Unreasonable curtailment of Imporis is a
step In precisely the opposite direction. E: o{‘ment would be reduced and, with
it, consumer purchasing power. Beef Is highly responsive to upswings and
downswings In purchasing power. A strong domestic demand for beef is of
immeasurably greater importance to the cattle industry than is the fact that a
small part of that demand 1s met by imported canned beef.

The proposed tax would almost certainly interfere seriously with our mutusally
profitable trade with Argentina and Uruguay. Argentina i{s (based on 1838
figures) the twelfth most fmportant market for United States exports. In 1836
United States exports to Argentina were valued at $37,000,000 and a preliminary
report indicates that our exports increased 65 percent in 1837 to a total of $94,-
000,000. Our exports to Uruguay in 1938 amounted to 8% million dollars and
fo 1937 to more than $13,000,000. .

Our exports to Argentlna and Uruguay normally exceed our Imports from
these countries. In the ‘p;st 3 years the balance has been the other way, largely
as a result of Increased imports of commodities affected by the droughts of 1034
and 1938 in the United States. With the return of more normal crops in this
country, Importsa of drought-affected commodities have already begun to decline.
A further artificlal restriction of our imports of canned beef from these coun-
trles, by means of greatly fncreased Import dutles, doubtless would soon result
In reduced exports of American products. 3

As 1 pointed out In my recent letter to you concerning the proposed imposition
of additional Import taxes on pork, the placing of unreasonable burdens on our
forelgn commerce {s Inconsistent with our present commercial policy and con-
lrary to the ‘best Interests of the country. An embargo policy Is a dangerous
game that can be played by all with disastrous results for all. Once you embark
l‘mon a:; :v%bargo policy, you must be prepared to see its boomerang effects spread

ar an e, .

Because of the urgency of the matter this report has not been submitted to
the Acting Director of the Bureau of the Budget, :

Sincerely yours,

* (Slgied) Comoms Hutx.
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UNITED STATES TARIFF COMMISSION,

. Washingion, March 26, 1038,
Memgemndum on canned beef for the Finance Committee of the United States

nate.

The amendment proposed by Senators O'Mahoney, Schwartz, Adams, and
Johnson of Colorado to H. R, 9682 wounld place a tax of 3 cents per pound on
fmports of beef, cured or cooked, steamed, prepared or preserved. The prin-
cipat product affected by this tax would be canned beef. The tax would be in
a dlliotn to the present import duty of 8 cents per pound.but not less than 20
percent. o

Owing to a shortage of raw materials resulting from & décline in numbers of
slaughter cattle, the domestic production of canned corned and canned roast beef

-almost ceased earlién 1927. Since then nearly all the raw material available

(low-grade boned f) has been used {n sausage, the demand for which bas
been growling steadily since the war. Domestic consumption of canned beef has
been supplied almost entirely by imports, predominantly of canned corned beef,
entering principally from Uruguay and Argentina. There was no change {n this
situation after the domestic beef shortage disappeared in 1930, In spite of (1)
very low prices of inferior domestic cattle in 1931-34, and (2) 'and increase In
the duty of from 20 percent (e%ulvnlegt to about 2.5 cents pér pound) under the
act of 1922 to 8 cents per pound (but not less than 20 percent) under the act of
1830. The 8-cent raté has Afplled to practically 100 percent of total entries of
canned beef since 1680, and In 1037 bad an ad valorem equivalent of about 5

pereent,

- In October 1033 a Presidential order directed that the Army, Navy, and
Civillan Conservation Corps camps be supplied with domestic products. In
1034 and early in 1935 there was a heavy production on Government account for
“rel{ef” uses. Astde frém this noncommercial production, predominantly of
canned roast beef, the domestic output of canned beef since early in 1927 has
conelsted almost entirély of comparatively high-priced specialties. .

The following tabulation shows domeéstic ‘eg'pqﬂs and lnipérts (for consump-
tion) of canned beef, together with unit values, for 1928 to 1837, Inclusive.
Statisties of imports after the middle of 1930 are for those dutiable at 6 cents
per pound, 1. e, valued at not more than 30 cents per pound, and predominantly
canned corned beef. Entries dutiable at the ad valorem rate have always been
relatively unimportant. In recent years Uruguay has been the largest supplier -
of canned beef, closely followed by Argentina. Paraguay, and more receatly
Brazll, also export this product to the United States. Entrles from other
countries are relatively small. United States exports are relatively high-priced
specialties not comparable with the imports. R s

Imports and ezports of canned beef, 1526-38 .

. Quantity . Unit value In ents per
Year - . pound
k3
Exports Imports ! Exports Iraports
1, ads | £, ads

1926... M":w M‘?fm 3.3 1.9
2,78 380090 2l 121
928 1, . s 382 121
2 a.su ns 17
L1l 008 N1 118
1,478 - ;t i ns 11.8
1,008 % u* (3]
1,902 & on 43
iml os@l By 8
vml Sv.m 032 (X}
m 83,091 206 10.4

§ mports dutisble at the ad valoce and 03]
“"“‘ﬁ:l ul i ) &anu, not Inclhuded bereln, have averaged less than 0.03 perceat

Domestic canner cattle, which supply the bulk of the raw material for sausage
and/or canned beef, are principally discarded dalry cows. South American
canner cattle are principally discarded beef cows, hence are moch better feshed
than domestle cannera A domestic canner cow ylelds about 19 pounds of
cooked beef, rehdy for canning, per 100 ponnds live weight, as compared with
22.2 pounds from a South American canner animal;- :
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In 1636 imported canned beef was landed in New York, ex-duty, at an average
cost of approximately 10.1 cents per ponnd, as compared with 109 cents In 1937}
On the basis of Chicago prices of canner cows® similar domestic canned beef
would have cost about 26.2 cents and 28.5 cents In these respective years. Dif-
ferences amounting to 15 to 18 cents per pound are likely to continue for the

following reasons. In the United States the demand for fresh beef results.

In relatively high prices for carcass beef, and the lower grades of beef bave
a more profitable outlet in sausage than In canned beef. In recent years the
domestic output of sausage, about 50 percent of which fs made of beef, has
nremqed nearly 1,300,000,000 pounds per annum. All of the beef from canner
cattle® has been used to supply the demand for sausage material; in addition,
the production of sausage has taken trimmings and perts of higher grade
carcasses In about twice the amount of the beef available from canner cattle.
In South America the outlet for fresh beef has declined in recent years and the
demand for beef for sausage making is comparatively small, with the result
that much larger quantities of beef have been canned.

Argentina and Uruguay dominate the world export trade in dressed beef.
However, because of our sanitary embargo, such beef cannot enter this country.
Only South Amerjcan cooked or cured beef, which has entered almost entirely
in the form of canned beef, can be imported as long as the embargo is in effect.

In this country consumers buy canned beef for reasons of economy, con-
venlence, or for a “change.”” The direct competition is principally with sausage
and canned or other domestic prepared meats and fish products, The following
tabulation shows prices In Washington chaln stores (March 25, 1838), of
Imported canned corned beef and some of the domestic meat and fish products
with which it principally competes.

T ot
Imported canned corned beef (12-ounce cans) 24-25
Canned salmon (Argo-pink, 16-ounce cans)._.._ 2
Canned fish roe (8-ounce cans) - 20-28
Sardines, ordinary (3% -ounce cans) 38
Luncheon meats, ete.... - : 30-45
Bol -—— - 23
Frankfugrters (Briggs) - 23

1t is unlikely that there would be a substantial domestlc production of canned
beef {comparsble with the imported product) even if the duty were doubled.
Such a duty, however, would result in higher prices to consumers, and probably
In a considerably smaller consnmption of canned bheef. If the duty were raised
sufficlently to make United States productlon profitable, prices to consumers
would be stlll higher and consumption less.

The Tariff Commission some months ago made a comparison of
the imports of canned beef in 1936 with the production in that year
of the cheaper grades of beef, veal, pork, and mutton. These figures
indicated that s)roductlon in that year of the grades of meat that
might be considered competitive with imports of canned beef
amounted to 6,444,000,000 pounds, while the imports of canned beef
were equivalent to 176,000,000 pounds of dressed beef, or equal to
2.7 percent of the proéuctxon. The comparison would not be ma-
terially different for 1937, The l.mxorts in 1835 to 1037, however,
were much larger than before, chiefly by reason of drought condi-
tions in this country and consequent high prices of meats.

1 Forelgn value plus one-half-cent transportation and other charges.

'Aboul:‘ss.zsr';!wo s In 1038 n?gsh&.'m in 19837, less ne:‘}redlu of about 25 cents
per 100 pounds for byproducts of catile slaughter, and boning operations. Processing costs
average about 10.5 cents per p?\md aftez the beef is boned out,

® Production of carcass bdeef avetaged 6,326,000, pounds ,ger year In the perfod of
1927-33. Of this, about 3 percent was of “low cutter™ or “cahne {ndu: he other grades
and proportions of the total are “eholce and prime,” 5 percent; *, ,'* 22 perceat;
“medlum,” :2dpemnt: “common,” 17 percent ; and “cutter,’* § percent.

§ The canned beef Inipotted into the Iinjted States In 1938 and 1937 was equivalent to the
carcass beef of about 00 head o )-pound domestic canner callle, or -p?roxlmtel
Epoied cannod bosl nimosnts (o Absat 3 parcct of the fot) Dutted Btates peoducsion of

mported cann amoun
«rlgu beef, and .ﬁfsh!ly ex ed the estimated domestlc production of canner beef.
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