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RECIPROCAL TRADE AGREEMENTS

THURSDAY, APRIL 20, 1034

UNirep STATES SENATE,
CommiTTEE ON FINANCE,
Washington, D.C.

The committee mot, pursuant to call at 10 an,, in room 312,
Senate Oflice Building, Senator Pat Harrison (chairman) prosidin)g.

Present: Senators Harrison (chairman), King, George, Walsh,
Barkley, Connally, Gore, Costigan, Clark, Byrd, Lonergan, Reed,
Couzens, Keyes, Metzcalf, Hastings, and Walcott.

Tho committee had under consideration H.R. 80687, being an act
to amend the Tariff Act of 1930, which is as follows:

{H.R. 8087, 734 Cong., 31 sess.)
AN ACT to amend the 'Tarits Act of 1030

Be 4t enacled by the Senate and Houso of Representalgres of the Uniled States of
Amertea tn (’om!reas assembled, ‘I'hat tho Tari(l Act of 1030 ts nmended by adding
at the end of Title ITT the following:

“Parr 111.--Prosorion or Forktan TravE

“Seo. 350. (n) For tho purpose of expanding forefgn markets for the products
of the United Statos (ns & means of assisting in rcstorimi the Ameriean standard
of Hving, in ovorcoming domestie unemploymoent and the present cconomie de-
pression, in fnercasing the purchuzing dpower of the Amerlean public in the pres-
ent cmergenocy, and in establishing and maintaining a hettor relationship among
varlous branches of American a?rioultum, industry, mining, and commeree) by
regulating the admission of foreign goods into the United States in accordance
with the characteristics and nceds of various branches of American ¥rodl:ctlon,
so that foreign markets will he made avallable to those hranches of American
production which require and are capable of developing such outlets by affording
corresponding market opportunities for foretgtn products in the United States,
the President, whenover he finds that any oxisting dutles or other import restric-
tions are unduly burdening and restricting tho foreign trade of the United States
or that the purpose above declared will be promoted by the use of the powers
herein conforred, is authorized from time to time—-

‘(1) To enter into foreign trade agreements with foreign governments or
instrumentalitics thereof; and

“(2) To proclaim such modifications of existing duties and othor import re-
striotions, or such additional import restrictions, or such continuance, and for
such minimum lneriode of existing customs or excise treatment of any article
covered by foreign trade recments, as are required or appropriate to carry out
any foreign trade agreement that thoe President has entered into hereunder. No
proclamation shall be made inoreasing or decrcasing by more than 50 per centum
any exlsting rate of duty or transferring any article between the dutiable and
free lists.  The proclaimed duties and other import restrictions shall apgly to
articles the growth, })roduce or manufacture of all forelgn countries, whether
fmported directly or ndirectfy, except that nothing in this section shall be con-
strued to prevent the grantimt; of oxclusive preferential treatment to articles the

wth, produce, or manufacture of the Republic of Cuba: Provided, That the
resident may suspend the application to artioles the growth, produce, or manu-
facture of any country because of its discriminatory treatment of American com-
merce or because of other acts or policies which in his opinion tend to defeat the

1
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2 RECIPROOAL TRADE AGREEMENTS

purposos set forth in this scotion; and the proclaimed duties and other Import
restrictions shall be In offcet from and aftor stich time as is specified in tho proe-
lamation. The President may at any time torminato any such proclamation in
whole or in part,

(h) A utsed in this sectlon, the torm ‘duties and other import restrictions’,
Includes (1) rate and form of import dutles and classification of articlos, and (2)
limitutions, prohibitionw, charges, and exaetions other than duties, imposed on
tmportation or Imposed for tho regulation of imports.*’

Sk, 2, () Subparagraph (d) of para ruph 409, the lnst sontonce of para-
gm{)h 1402, and tho provisos to paragraphs 371, 401, 1650, 1087, and 1803 (1)
of the Tarflf Act of 1930 are ropealed,  The provisions of sectlon 336 of the
Tarlif Aot of 1930 shall not apply to any artiole with respect to tho importation
of which into the United Statos o forelgn trade agreoment hus heen concluded
pursiant to this Act, T'ho third paragraph of section 311 of the Tarltf Act of
1030 shall not apply to any agreement concluded pursuant to this Act with any
country which dooy not grant oxelusive proferential duties to the Unlted States
with respect to flour,

(b) Every forelgn trade agreomont concluded pursuant to this Act shall be
subjeet to termination, upon due notice to the foreign (}ovormuent concerncd, at
the end of not more thun threo yours from thoe date on which the agreoment comes
into force, and, if not then terminated, shall bo subject to termination thereaftor
upon not more than sis months’ notice.

(c)t 'l‘hci provisions of this Act shall terminate threo yoars from the date of its
onactment,

Ske. 3. Nothing In this Act shall be construed to give any nuthority to cancel
or rodieo, in any munuor, any of tho indebtedness of any forelgu country to the
United Statos,

Passed tho House of Representatives March 20, 10534,

Attost:

Sovrn "Trimeig, Clerk,

Tawter Provisions Wuosts Repean 18 Provoswp UNpER THE RECirrocan
Tarter Biny (H.R. 8687) as Preparkp ny e Tanirr Commission

Secctlon 2 (a) of H.R. 8087, as passed by the House of Representatives on March
20, 1034, proposes to ropeal subparagraph (d) of pura ra{; L 309, Lhe lant sentenco
of paragraph 1402, and the provisos to paraumtxlw 371, 401, 108 , 1087, and 1803
(1) of the Tarlff Act of 1830, Tho full text of the paragraphs mentioned follows,
with the parts to be repealed in brackots:

Par. 300, (a) Automobile trucks valued at $1,000 or more each, antomobile
truck and motor bus chassls valued at $750 or moroe each, automobile truck bodies
valued at $250 or more cach, motor busses designed for the currlage of more than
ten persons, and bodies for such busses, all the foregoing, whether finished or un-
finished, 25 per contum ad valorem.,

() All other automoblles, nutomobile chassts, and automoblle bodies, and
m«itor cyeles, all the foregoing, whether finished or unfinished, 10 per centum ad
valorem,

(¢) Parts (except tires and oxecopt parts wholly or in chief value of glass) for
an{ of the artielos enumerated in subparagraph (8) or (b), finished or unfinished,
no sgeulnlly provided for, 25 per centum ad valorem,

L) If any country, dependency, provinee, or othet suhdivision of govermuent
impuoses a duty on any article specified in this pamgrat»h. when imported from the
United States, in excess of the duty herein provided, there shall he imposed upon
such artiole, when itnported either dircctly or indirectly from such country, de-

ndency, provineg, or other subdivision of government, a duty equal to that

mposed by such country, dependeney, provinee, or other subdivision of govern-
ment on such article imported from the United States, but in no case shall such
duty exceed 50 per centum ad valorem.}

Par. 1402. Paper board, wallboard, and pulpboard, including cardboard, and
Jeather board or compress leather, not plate finished, suporealendered or friction
calendered, laminated by means of an adhesive substance, coated, surface stained
or dyed, lined or vat-lined, embossed, printed, decorated or ornamented in any
manner, nor eut into shapes for boxes or other articles and not speeially provided
for, 10 per centum ad valorem: Provided, That for the purposes of this Act any
of the foregoing less than twelve one-thousandths of one inch in thickness shall
be deemed to be paper; sheathing paper, roofing paper, deadening felt, sheathing
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folt, roofing felt or felt roofing, whother or not saturated or coated, 10 per centum
ad valorom. [If any country, dopendonoy, provinee, or other subdivision of
govornment imposes & duty on any artlele specified in this paragraph, when im-
orted from the United Btates, in oxcess of the duty herein provided, there shall
o imposed upon such article, when lmported either directly or lnd‘rectly from
such country, depondency, province, or other subdivision of government, a duty
oqual to ﬂm% Imposed by suoh country, dependonocy, provinee, or othor sub«
(ll'vlslun of governinent on such artiele imported from the United States.}

Par, 371, Bleyeles, and parts thereof, not including tires, 30 per contum ad
valoremk: Provided, That if any country, dependency, provinee, or other sibe
division of government imposes & duty on any article avcolﬁed in this paragraph,
when fported from the United Statos, in oxcess of the duty herein {wovlded,
thero shall bo imposed upon such artiole, whon fmported elthor directly or in-
direotly from such country, dependency, province, or other subdivision of govern-
ment, & duty oqual to that imposed by such country, dependency, provinee, or
other subdivision of government on such artivle Imported from the Unfted
Statos, but In no case shall such duty exeeed 50 por centum ad valorem].

Par. 401, Thnber hown, stded, or squared, otherwise than by sawing, and round
vimber used for spars or in hullding wharves; sawed lumber and timber not
spectally provided for; all the foregolng, if of fir, s|pruco, pine, hemlock, or lareh,

1 per thousand feet, hoard-measure, and in estimating board-measuro for the
yurposes of this paragraph no deduction shall be made on aceount of planing,
langulng, and groovingl: Provided, That theroe shall be exempted from such duty
hoards, rlanks and doals of fir, s?ruoo. pine, hemlook, or larch, in the rough or
not further manufactured than {) aned or dressed on one side, when imported
from a country contiguous to the Continental United States, which country
admits freo of duty simllar lumboer fmported from the United ﬁtates].

Par. 1650. Coal, anthracite, semianthracite, bituminous, semibituminous
cttlm, slack, and shalo; coke; compositions used for fuel in which coal or coal dus
is the component matorial of chiof value, whether in briquets or other form[:
Provided, That if any country, dopendenoy, province, or other suhdivision of
ro\vormxmnt imposes & duty on any article speeified in this paragraph, when
mported from tho United States, an equal duty shatl he imposed upon such article
coming into tho United States from such country, dependeney, provinee, or other
subdivision of government}.

Par. 1087, (}unrowdor, aporthuz powder, and all other explosive substances,
not speclally provided for, and not wholly or in ohief value of cellulose estersL:
Provided, That if any country, dependency, province, or other subdivision of
ovornment imposes a duty on any artiolo specified in this paragraph, when
mported from the United States, an equal duty shall he imposed upon such article
coming into tho United States from such country, dependency, province, or other
subdivision of government).

Par, 18038, Wood:

(1) Timber hewn, slded, or squared, otherwiso than by sawing, and round
timber used for spars or in building wharves; sawed lumber and timber, not further
manufactured than planed, and tongued and grooved; all the torcg;oing not speci«
ally provided for: [Provided, That If thore is imported into the United States an
of the l‘oragolnr lumber, planed on one or more sides and tongued and grooved,
manufactured in or exported from any country, dependency, %rovinco, or other
subdivision of governmont which imposes a duty upon such lumber exported from
the United States, the President may entor into negotiations with such country
dependency, provfuco, or other subdivision of government to secure the remova
of such duty, and if such duty is not removed he may by proclamation declare such
failure of negotiations, and in such proclamation shall state the facts upon which
his action is taken together with the rates imposed, and make declaration that like
and equal rates shall be forthwith imposed as herclnafter provided; whereupon,
and until such duty is removed, there shall be levied, collected, and pald upon
such lumber, when imported directly or indireetly from such cuunfry, dependency
Rrovinco. or other subdivision of government, a duty equal to the duty imposed

y such country, dependeney, provinee, or other subdivision of government upon
such lumber imported from the United étntca].

(2) Logs; timber, round, unmanunfactured; gulp wootls; firewood, handle bolts,
shingle holts; gun hlocks for gunstocks, rough hewn or sawed or planed on one
sitle; and laths; all the foregoing not speeially provided for.
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The Cuairman, The committee will come to order.

Mr, Epwin A, KravTHoFr. May it Floase the committee, Con-
glt]'essmun Lozier of Missouri, desires to file a written statement with
the committee, and desires to bo informed if it is proper to do so on
Monday at 10 o’clock?

The OnairMAN, There will be no objection to the Congressman
ﬁllll\lf a written statement in the hearings. )
r. Kraurnorr. Will the hearings continue until Mondu.]/? ,

* The CairmAN, We are going to decide today i'ust how long the
hearings will continue. He will have the privilege of filing a statement
in the hearings. .

Mr. KrautHorr. Will he have until Monday at 10 o’clock?

The CrHatrmaN., He will have until Monday at 10 o’clock.

Mr, Xravrnorr, Thank you.

The CuammaN, The committee has invited Secrotary of State
Hull to aBpoar before the committee this morning to make such state-
ment as he may with reforence to this tariff act 8687, and after the
Secretary has finished, I hope we mny have a brief executive session
of the committeo so that we may decide on a definite plan for pro-
cedure, and as to how long this hearing will go along, how numerous
the witnoesses may be, otc.

Mr, Secretary, you may proceed.

STATEMENT OF HON, CORDELL HULL, SECRETARY OF STATE

Secrotary Hurr, Mr. Chairman and members of the committecs
It always gives mo especial personal satisfaction to appear before
members of this committee.

The proposed bill, H.R. 8687, would authorize the President to
enter into reciprocal commmercial agreements with other governments
for the purpose of promoting international trade. The bill frankly
proposes an emergency remedy for emergency conditions., Most
- persons, at least, will agree that this and other parts of the world,
notwithstanding substantia] improvement, are still g).assmg through
a grave economic crisis. If there be those who question the serious-
ness of existing conditions, or who, unwilling to do so, profess to
believe that only normal policies applicable to normal conditions are
xtxﬁiceiq?lry to cure the panic, they would naturally hesitate to support

8 bill,

. With respect to this opposing view, it is my judgment that extraor-
dinary conditions call for extraordinary methods of treatment, and
that the proposed measure of relief is urgently needed at this time.

When the processes of exchange aud distribution collapsed in 1929
& world-wide decline of commodity prices and of values rapidly
resulted in some localities and gradually in others. International
trade collapsed,” while production in our own country precipitately
declined 45 percent and domestic trade substantially over 50 percent.

Commodities will not long be produced unless they can be dis-
tributed and sold at cost or more, with the result that the employ-
ment of labor and capital in industry is correspondingly diminished.
If a nation is enterprising, as a limited number have been enterprising
in the past, it will resolutely seek in the present situation to restore
old markets and to establish new markets both at home and abroad
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until a volume of production affording full employment to labor has
been made possible, .

The policy of the proposed bill is to supplement our almost impreg-
nable domestic markets with a substantial and gradually expanding
foreiﬁn market for our more burdensome surpluses, I know of no
sounder or more effective method of promoting business recovery at
this critical juncture than that embodied in this bill, More then a
hundred similar reciprocity-trade agreements have alreadg been
entered into lf?' other countries to restore production and trade by a
mutually profitable exchange of surpluses. It is in the light of the
almost universal adoption of this emergency policy of commercial
rec}procity to curb and control the ravages of the panic that many of
us feel stronglir encouraged to give whole-hearted support to this bill
and respectful J to urge others to do so.

There should, I repeat, be no misunderstanding as to the nature or
the purpose of this measure. It is not an extraordinary plan to deal
with ordinary or normal conditions, nor an ordinary plan to deal with
extraordinary conditions. Its support is only urged as an emergency
measure to deal with a dangerous and threatening emergency situation.
T would venture in these circumstances to express the hope that the
bill be considered and acted upon in this light, I am well aware of
the controversial possibilities of any proposal that might in the least
affect the most prohibitive or embargo features of customs and other
trade barriers,

It would seem, on the other hand, that all nations, after the fullest
try-out of the policy of extreme economic nationalism, accompanied
by the strangulation of international trade and its deadly reaction
upon domestic production and trade, would now recognize the neces-
sity for more liberal commercial policy and for the proposed emerg-
ency relief measure. It is true that most countries have drifted so
far afield in pursuit of a policy of economic extremism, which has
almost become & disease, that many are dlsgosed blindly to endure
the losses of perpetual panic rather than abandon any part of the
policy of economig isolation. They would shut their eyes to the fact
that industry and business everywhere are carried on under almost
wholly artificial conditions, with isolation as an outstanding cause.
They would affirm that international trade is of little or no conse-

uence; that it is not at ell vital to business recovery, They would
y in the face of the universal experience of the past.

I strongly believe that it is an utter fallacy to sag that the panic
had no international relationships and did not spread from nation to
nation, but that all countries just happcned simultaneously to be-
come_subject to its ravages. The skyscraping trade obstructions
that bristle on every frontier were helpless to prevent the universal
spread of the depression, and it inevitably follow: that such inter-
national remedy as the restoration of commerce between the nations
is both sound and urgent. . ' .

Those who take the opposite view, preach the gospel of despair b
proclaiming that since the entire world has drifted into unimaginable
extremes of economic nationalism, it is futile for any one country or
any small group of countries seriously to propose a return to eco-
nomic sanity. The fact, I think, cannot be denied that this latter
course would result in the gradual restoration of world commerce in
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the huge amount of $40,000,000,000 to $50,000,000,000 above the
present figures. , '

It is understood that the United States and the British Embive
alone turn out within their borders more than 60 percent of the total
production of the world. 1t is entirely reasonable, if restoration of
this vast amount of production and trade is deemed wise and hene-
ficial, as it must unquestionably be, that an appeal to the world by
one great country like ours for the universal adoption of more liberal
commercial policy would receive Prompt consideration by every
onlightened nation. Shall all peoples, including our own, sit supine
and inert while the world drifts and declines to a lower level of
existence? If we cannot offer leadership whom would we expect to
do so? More than 4 years’ experience undoubtedly has demon-
strated that broader economic plans and vemedies are absolutely
necessary here and everywhere, not only for suitable business recov-
ery, but for that full and stable measure of %ermtment prosperity
retwired to satisfy the comfort and welfare of the people.

hen we in this count:iy realize that under the effects of the
depression, domestic trade fell almost in proportion to international
trade, and that our aggregate exports for the 4 years 1930-38
suffered a slump of over $11,000,000,000 compared with the export
level for 1029, it is manifest that but for this huge loss of markets,
American industry and American labor would today be in a far
different position. Reduction in world trade means reduction in
world production, and this means reduction in the employment of
labor. ~ We need not blink the fact that an unprecedented industrial
and business emergency continues, that we cannot afford to allow it
to continue indefinitely, and that this remedial proposal is all-
important. 1t is in these conditions, fraught with um‘uestioned pos-
sibilities of danger, that 1 venture to express the 10pe that the
consideration of this bill may be facilitated in every consistent way.

A few other countries are already aroused and awake to the value
of foreign trade Their seamen and their vessels loaded with mer-
chandise are finding their way into every harbor of an increasing
number of countries. They are exhibiting remarkable initiative,
enterprise, and pioneering spirit not unlike that of other nations in
the past, when they set out determined upon their share of world
commerce. A vast and ever-increasing foreign trade is easily within
the grasp of this country, unless we fritter away the opportunity. It
18 @ first step in such an undertaking that the proposed bill is offered.

All countries have been invoking every conceivable domestic policy,
method, and device in deialsferate attempts to promote business re-
covery. Most of them still cherish the blind delusion that they can
reemploy their labor without the restoration of the tens of billions of
international ecommerce now destroyed. They overlook the fact
that uj)on international trade the economic lives of scores of nations
deprgx ) ax(lid the economic well-being of all nations in important meas-
ure depends.

I recently stated before the Wﬁs and Means Committee that
according to the available figures, the trade of the world, measured
by total imports, fell from $35,606,000,000 in 1929 to $11,937,000,000
in 1933, whereas according to the normal ratio of increase these figures
should have exceeded $50,000,000,000 for the last year mentioned.
The theory that to shut out international trade results in an increase

B er W mp v

[l =2~



RECIPROCAL TRADE AGREEMENTR 7

of the sum total of domestic trade is dispelled by all the facts and
figures, Our own exports fell from $5,241,000,000 in 1920 to $1,675,~
000,000 in 1933. Would that we today had back this lost $3,500,-
000,000 of exports. )

It should be kept in mind that American labor at good wages pro-
duces the billions of commodities we export, while our imports in
chief measure comprise commodities we either do not produce in this
country at all or do not produce in sufficient quantities, with the result
that American labor is helped rather than hurt by most of our imports.

In 1933, for instance, the United States exported merchandise of
$1,647,000,000 produced by American labor, For the same year it
imported goods of $1,449,000,000, of which $878,000,000 chiefly
comprised crude materials crude foodstuffs, and other raw materials,
not competitive but actuqﬁy needed in this country to afford work to
American labor., Of this amount finished dutiable manufactures
comprised only $189,031,000, while we exported $616,623,000 of fin-
ished manufactures produced by American labor. While dutiable
semimanufactures of $114,054,000 were imported in 1933, we exported
$237,036,000 of semimanufactures produced by American labor.
While we imported dutiable crude materials of $119,914,000 in 1933,
we exported crude materials of $590,505,000 prociuced chiefly by
American farmers, . )

Here is o brief but clear illustration of the advantages and benefits
the American producer and American laborer derive from foreign
trade. And ({et eople are told that foreign trade is only hurtful.
The é)mpose‘ reciprocity policy would, on the whole, enhance these
benefits by increasing commerce, which would result in increased
production and increased employment at home. We cannot increase
employment u'ltlgout mcreasm¥ production,

he entire policy of this bill would rest upon trade relationships
which would be mutually and equally profitable both to our own and
other countries. While naturally no detailed plans and methods rela-
tive to the proposed negotiations have been formulated, it can be
stated with emg asis that each trade agreement undertaken would be
considered with care and caution by fully competent Government
agencies and only after the fullest consideration of all pertinent
ngc{orn;z;ltion. Nothing could be done blindly, hastily, or incon-
siderately.

If the exigency requiring the proposed reciprocity trade agree-
ments did not call for reasonably prompt action in many instances,
the special and temporary authority asked for would naturally not
be sought. Many nations devise quotas, tariff rates, exchange res-
trictions, and other obstructions with special reference to bargaining
g\ossxbxlltles or reduction on the basis of concession for concession.

hese nations are not disposed to take the time and trouble to nego-
tinte trade agreements with any country which is unable to place
such agreements in operation without unreasonable or uncertain
delay, or maybe not at all. Unless one is opposed to the entire com-
mercial reciprocity policy here suggested for prompt operation to
meet emergency conditions, it is difficult logically to object to the
only method of carrying the policy into effect with enough flexibility
to enable it to operate promptly and without unreasonable delay.

The Congress and the entire Government have never faced a graver
economic crisis, and I have entire faith in the ability and disposition
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of the members of your honorable body to meet the tremendous
regFomibilitm involved.
he OHAIRMAN. Are there any questions of the Secretary?

Senator Reep, Yes; I should like to ask the Secretary a few

uestions, with his permission. Mr, Secretary, at the present time

o President has the power to modify the tariff to the same extent
that is contemplated by this bill, if the Tariff Commission finds that
such modification is warranted by differences in cost of production
here and abroad. That is true, isn’t it?

Seoretary Huir, Well, it is true in a sense in theory but not so
especially truein faot or in o‘peration, because, a8 no one knows better
than my former colleague from Pennsylvania, of the extreme diffi-
oulty in almost all instances and the absolute impossibility in many
h;notdanc:in of ascertaining anything that even resembles the cost of

uction,
P Senator REnp, At the same time, there is that guiding rule estab-
lished by Congress for the exercise wf the power, is there not?

Secretary HuLr, There is that princisla; and I think we both recall,
to show how mpidlg it can be operuted, that during the administra-
tion of President Coolidge theve were somewhere around 15 items
dealt with,

Senator ReEep, Yes.

Secretary HuLr, Of course in a panic, when nations everywhere
are making treaties with each other, overnight almost, and gathering
up more than their share of international trade to our detriment, we
would be in an unfortunate Position if we could only operate this
provision to the extent of 15 items in 6 years.

Senator Reep. This power, however, would not be impeded by any
such requirement? This would rest wholly in the discretion of the
President, would it not? ,

Secretary Hurw, No; it does not rest in his discretion, as I recall
the present law. The present law provides that, the Tariff Commis-
sion having once made its findings, the President has the alternative
of issuing his proclamation and putting it into effect or not doing so.

Senator Reep. Quite so. But 1 am speaking of the bill that is
pending before us.

Secretary Hurwn, 1 beﬁ your pardon.

Senator Rexp. The bill pending before us would give the President

ower, in his discretion, to modify a tariff to the extent of 50 percent
n either divection.
Secretary HurLr. Well, it is a judicial discretion, which is of course

* very different from any capricious discretion. It ::a judicial discretion

involving the same authority to make changes that was written into
section 817 of the Fordney Act and carried forward by general consent
of this committee and of the Senate as section 338 of the Smoot-
Hawley Act, which gives the President authority not only to exercise

- his own discretion but to make his own findings of fact on which he

would rest that discretion.

Senator REep. Yes. And it establishes no rule to guide him in
that, but in his sound discretion if the interests of the country seem
to warrant it he may, without hearing, change a tarifl upward or
downward; is that correct?

Secretary Huru. That would be a strained and theoretical assump-
tion ; it is not the spirit of the bill, and it is not the primary purpose of
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it. The proposed law rests on two fundamental propositions, One is
found in the McKinley Aot (1890) and in the Dingley Aot (1897)
which give the President authority to make certain changes upon a
finding of certain faots relative to unreasonable or unfair treatment
of our commerce in given respects which were set out in the respective
gots, Then the second g‘rinciple that underlies this bill is found in
sections 315 ahd 317 of the Fordney Aot and seotions 336 and 338 of
the Smoot-Hawley Act, which confer the same judicial authority
after a finding of facts, to make these tariff rate adjustments,

Senator REED. Does either of those bills authorize the President
to reduce tariffs without n finding of fact? Tho Fordney or the
Smoot-flawlﬁr bills?

Secretary Huww, 1 thoufht I stated that the procedure is sot out
on which the President will hase his action in these two respocts that
I have described, whereas the similar procedure in the bill before us,
if I may oall the Senator's attention to the begmninpf of the section
under the heading * Promotion of foreign trade”, is ‘‘for the purpose
of expunding foreign markets for the products of the United States.”
And then on page 2, line 8, is another objective:

The Prosident, whenever he finds that any existing duties or other import

restrictions are unduly burdening and restrioting the foreign trade of the United
Statos or—

The word “or” here should be_ ‘‘and”—

and that the purposa above declared will be promoted by the use of the powers
herein conforred-— v o
thus is carried out the entire spirit and doctrine of former laws to
which I have made reference,

Senator Rekp. Yes.. Now, all that is necessary for the President
to find before reducing a duty—

Senator Kina (hxﬁrpos’in { Or adding to the duty,

Senator Rexp. T a applies only to reductions, When he finds
that any existing duties are unduly burdening and restricting the
foreign trade of the United States, he is not required to hold any
hearing for findihg that they do ttncfuly burden the foreign trade.

Secretary Hurv. Of course ¥ou can take any kind of a legal pro-
vision and speéulate on possnfn ities; in other words, almost any law
to be found on the statute books can be made wholesome or abnoxions
according to the manner in which it might in one respect or another
be enforced. )

Senator Rexp, Yes;butIam trying to contrast this with the flexible
tariff power which the President now has. That requires a hearing
before the Tariff Commission, doesn't it?

Secretary HuLr. Yes; section 336 of the present law requires a

earing,
Senator Reep. With notice to those affected. And this does not.
Secretary Hurr. No. There is a panic on hand now. )
Senator REep. Mr. Secretary, do you remember when the flexible
tariff provision was under consideration in 1929 and you were then a
member of the House? , .
Secretary HuLr. Yes; there was not any panic then, )
Senator REpp. There was not any panie, but you said at that time
that t“{xat Wltts too much power for a bad man to have or for a good
man to want.
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Secrotary Hurr, I wish the Senator would always agree with me
on that, during normal times as well as during panies. That was an
ocourrence in normal ti:es and not during a panioc or emergency.

Senator Rerp. Do you still feel that it is too much power for a
good man to want?

Secretary Hurw, The Senator realizes perhaps more acutely than
I can feel, that I was referring to normal peace time, and fmnklgv I
regret that the Senator is not viewing this panic situation in a little
broader spirit,

Senator BarnkLry, Whatever your views were as oxpressed at that
timo, tho Senator from Pennsylvania did not agree with them,

Socrotary HuLr, He did not agree with them then, and I fear that
he does not agree with them now.

Senator Reep. 1 am afraid your fears are justified, Mr, Secretary,
I see on page 4 that the provisions of this bill are to terminate 3

ears from the date of its enactment. That is to prevent ang' possible
epublican successor from enjoying the same power, isn’t it?
retary Hury, This is an emergency measure, I think the
Senator had not arrived when I undertook to refer to the chief
features of the bill. This is an emergency measure to deal with
emergency panic conditions,

Senator Reep. The assumption is then that the emergency will
end when the next administration comes in,

The CuatrmaN. That would be a violent assumption, wouldn't it,
Mr. Secreturﬁ?

Secretary Hurv. I think the country has indulged in too many
assumptions in the past, otherwise we would not be in such a critical
condition as we are, . ,

Senator Reep. Mr. Secretary, quite seriously, has it ocourred to
you that the political l|)mwel' which would accompany any such
authority as this is possibly dangerous? )

Secretary Huwr, I think it would be far more dangerous if we sit
still and let this business depression carry us on to still worse experi-
:hnces tll‘um the almost unimaginable experience we have already gone

rough.

Senator Reen. Of course, we all would like to see the country come
out of this,

Secretary Huwr, I am Iglad to hear the Senator say that.

Senator Reep. Yes, 1 am extremely anxious to see us recover to
the same extent that Great Britain has recovered.

Secretary HuLr., I am delighted to hear the Senator say that.

Senator Reep, I see that they have recovered some 84 percent
from the bottom of the depression in 1932, while we have only
recovered 30 percent.

Secreta vLL. Yes; but they had only gone down 14 percent,
and we had gone down 45 percent.

Senator REep. And even at that, they have come back 84 percent.

Secreta?r Hurw, And they have been on & 14-year depression, and
we jumped over the precipice in 1920 with 4 much wider inflation of
credit and securities than the remainder of the world

Senator Reep. Has it ever occurred to you that greater recovery
has been possible because of the absence of this system of planned
economy that we are undertaking?
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Secretary Hurt, The British have an entirel{ different situation
in many fundamental respects than we have., I have just stated one
of them. Another was that we had inflated every stock and every
bond and every other security out of all reason and they had been

almed off on the American people at par. Every phase of our
Kankin system had been wrecked and dislocated, and our whole
financial and economio structure contained unfortunate features that
were not present in Great Britain, They had their solid banking
structure. 'They had their levy of taxes far greater and far heavier
than ours. They had all of these and other phases, I will be glad
sometime to undertake to rehearse 12 to 15 points of difference
botween their situation and ours. Of course it is not to our credit that
we have to admit all this, 'We were hoasting that we had run into a
period of perpetual prosperity, that the wheels of industry were
revolving in as perfect a manner as a Corliss engine, and that perpetual
happiness and joy were ahead; that our banks were in perfect condi-
tion; that all phases of our economic and financial structure were
solid as Gibraltar—and it was in those circumstances that we rushed
headlong over the precipice,

The British, with their characteristic steady and careful manage-
ment of their finances and of all ghmu of their economic affairs,
although as the result of the war they were on a 14 percent decline
during the entire post-war period, have avoided our extremes, while
we went up in that mushroom period and jumped over the falls to
the extent of 45 to 80 percent.

hS:nator Reep. Yes; we speculated too much. Everybody knows
that.

Secretary HuLL., And now it is highly important, I think, that we
should all work together to try to get out of it.

Senator Barkxrey, May 1 nteliect there? If it be true, which I
do not doubt, that the British had a decline of 14 percent and have
recovered 80 percent of that, while we had a decline of say 45 percent
and have recovered 30 percent, we are still ahead of them based
upon & hundred percent in recovery.

Senator Reep. The mathematics of that are too deep for me,

Senator Barxvrey, I think I could demonstrate it to you on a
blackboard.

Senator REgp. Mr. Secretary, I do not want to detain you too long,
Have you any administrative committee known as the ‘“‘commercial
policy committee"?

Secretary HurL. We have every necessary agency to coordinate
the information that comes into each department of the Government
on any phase of our economic, commercial, or industrial affairs, and
at times we have representatives from each department meeting
twice a week or as often as may be desired. .

%ena’t,gr Reep. Is that known as the “commercial nolicy coin-
mittee

Secretary Hurr. The executive committee on commercial policy
is one of those committees.

Senator REep. Who constitute it? What are the names of the
members of the commercial policy committee? .

Secretary Hurt. I am sure I could not inform the Senator, because
I had not attributed that much importance to it. L
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Senator Ruxp. Can you tell us whether that committee has pro-
ceeded to scleot certain commodities on which rates may be reduced
in order to bring about reciprocal tariff agreements? ‘

Secretary Hurr, On the contrary, I have no impression that any
step has been taken looking towards negotiation of reciprocal com-
meroial arrangements,

Senator Rerpp. Have your studies indicated to you yet what in-
dustries might have tariff rates reduced or tariff Proteo on reduced?

Secretary Huwwu, I have not, as I formerly said, undertaken, nor
have I suﬁested that any of my associntes undertake to go into any
such detailed phases with a view to entering upon negotiations,
pending the action of Congreua on this bill,

Senator Ruep. I saw Secretary Wallace quoted—I presume ac-
ourately—saying that among the inefficiont industries in America
which should not be protected were the production of beet sugar and
the manufacture of laces. Do you conour with him in those views?

Secretary Hurr. I have not considered those phases in any sense,
and I have not conferred with Secretary Wallaco on what he may or
may not have said at any time about any item of the several thousand
in the tariff law.

Senator Ruep, We have a considerable number of thousands of
Pomna in Pennsylvania and in New Enﬁznnd engaged in the manu-
acture of laces. Of course it is vitall torestig?g to them to know
whether their industry is to be closed down. Yo
any information about that?

enator ConnaLLY, My I interru)gb right there? I thought Secore-
tmg' Wallace is the Secretary of Agriculture,
enator Repp. Heis,
Senator ConnaLvLy, This is the Secretary of State, ,
_Senator RuEp. Yes; I asked the Secretary of State whether his
views coincided with those of the Seorotary of Agriculture,

Senator ConnarLy, Secretary Wallace is not running the State

Department, I am sure. And he won't run this if it is passed, I
am sure of that too.
. Secretary Huin, At any rato, the pux;poge of this proposal is to
incrense trade, to restore the processes of distribution so us to open
factories and mines and workshops, rather than close them. Many
are closed now. .

Senator REED. Precisely. And as an inducement to other nations
to enter into those reciprocity agreements, it is contemplated that
certain import duties into the United States would be lowered, and I
am wondering if the Secretary can give us an indication, any indica«
tion, of those duties which he would expect to lower in order to induce
foreign countries to lower theirs? ‘

Secretary Hurr. I am sorry the Senator does not take what
would seem to me to be a little broader perspective of the condition
which confronts us. Since the war the nations have gradually drifted
into this extreme policy of self-containment in which they have con-
structed tariffs and quotas and exchange restrictions and licenses
and half a dozen or more other obstructions to the admission o
almost any sort of imports, no matter how profitable an exchange of
goods might have been, Theg'.m changing these trade barriers
overnight in many countries, and it would be folly for me to stand here
and undertake to discuss some one item in that list of obstructions.

u cannot give us
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Senator Ruep, Quite so— -

Senator Barkuey (interrupting). Whatever Secretary Wallace
suld, if he did say that or did not say it, and admitting that he said
it, although I don’t know whether he said it or not, but if it is true
that he said those things about lace and beot suq:u', ore his statee
ments on that subject anything like as strong as the repeated state-
ments that were made by Members of the Senate during the con-
gidoration of the last tariff bill, and in the reports from the Taviff
Commission, with respect to many articles which were the subject
of tariff consideration at that time? A

Secrotary HuLn, 1 am going to assume that the distinguished Sen-
ator from_Pennsylvania is capable of debatinf that question with
Secx'otiary Wallace, who will appear here soon, without calling me in to
assist him,

Senator Rexp, Ijust want to know whether his views are the same
a8 your own? .

enantor Hasrinos, I would like to ask a question, 1 was wonder-
ing whether or not, Mr. Secretary, you could not give us one single
illustration that you have in your mind which you believe might be
worked out to advantage to the country under ‘this partioular power
which is re%ueated.

Senator CoNNaLLY, Aluminum would be a good one,

Senator Hasmings, Lot us see what would be done with one item,

Senator CoNNALLY, The Senator from Delaware is opposed to the
duty on aluminum?

Senator Hasminas, If the Senator would allow the Secretary to
answer my question——

Senator CoNNALLY, The Senator has the right to ask as many
((uestions as he wishes, but since this-appoars to be a partisan political
heckling—— . .

Senator Hastinas (interposing). Mr. Chairman, I have asked a
reasonable question. If the Seerotary thinks it is not reasonable and
cannot answer it, I am perfectly willing to withdraw it.

The CHairMAN, I am sure the Sccretary is fully competent to
answer,

Secretary HuLv., The first thing we realize is that it would be very

resumptuous to take up in any detail plans and items which would
ge the basis of reciprocity negotiations. We might do so, as I indi-
cated a little while ago, before the bill is passed, but when we came to
the negotiations, the exchange situation, the currency disorder, the
changing of quotas, and the raising of other obstructions, might

resent an entirely different picture. Therefore, out of our respect
or the Congress and so as not to count our chickens until they are
not only hatched but walking around, we have not undertaken to go
into those detailed phases. Some gentleman before the Ways and
Means Committee inquired how it would be possible to bring in more
goods at greater value than at ?resent, and 1 sought to indicate what
an awful situation, what an awiul problem we have, by calling atten-
tion to the fact that in 1929 when we thought we were going along
very well, we were importing over $3,000,000,000 worth of goods more
than we are now. )

Senator REED, Mr. Secretary, do you consider the completion of
tariff treaties or agreements feasible until we shall have accomplished
a stabilization of international currency?

50166 84—un2
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Secrotary HuLvu, There is a network of diffioulties and obstructions
that lie ahead of us. The monetary side and the economic side of it,
are interlocked, Permanent monetary arrangements and permanent
oxchange stabilization are, of course, agencies through which wo
would Improve commerce. The¥ are exceedingly important and
adjustments are necessary, But if wo attained permanent monetary
arrangements and permanent exchange stability, before achioving
oconomic rehabilitation, in 90 du?rs tho exchange and money situation
would snap right back to where 1t is now.

Senator Rekp. Then 1 take it that you think that it is not neces-
gary to achieve exchanﬁe stabilization before undertaking the con-
summation of some tariff treaties?

Secretary Hurv. I do not say that in a technical sense, The prop-
osjtion before us, I think, deals with the practical side of the situation,
Much time will be required at bhest for this and other Nations gradu-
ally, in their own ways, to deal with the excesses of oxisting trade
obstructions, It must be done gradually and cautiously and care-
fully over a considerable period of time; years will be roquired. In
the meantime we will be coming along as (Fmdually as may be prac-
ticable with the stabilization of money and exchange.

Senator Rexp, Now, to come back to this matter of hearings.
You took excegﬁon to my construction of the language on page 2
of this bill, and in my presupposing that no notice to an industry
affected and no hearing given to it, no chance for hearing, would be
the procedure. If my construction is so unreasonable, would you
have any objection to our writing into this bill a provision for notice
to those whose protection would be reduced, and an opportunity to
them to be heard on the subject before they were put out of business?
. Secretary Hurvu. The Senator must not expect me to follow him
in his rather rash su;t;position that they will be put out of business,
The President has got the power utterly to destroy processes of many
ggasea of our economic situation, as all Presidents have had. The

nator, or any person or any critic of this bill can assume that it
would be arbitrarily or capriciously administered, although other
nations, all the civilized nations of the world, are administering a
similar law without abuse, without putting people out of business,
without those extreme practices which we can visualize if we have
sufficiently petrified our minds against the bill. .

Senator REep. I am not ascribing bad intention to President
Roosevelt, but he cannot be omniscient and he might work incredible
injury to an industry with the best of intentions. Would you
object, therefore, to our putting in the bill a provision giving an
opportunity to be heard to those who were to be affected by the
proposed action?

he CrairMAN., May I ask the Senator whether he would support
the bill if that were put in?

Senator Rexp. I would have far less antipathy to it.

Se:gator Couzens. I would like to have the Secretary answer that
question.,

Senator CoNNALLY. I want to ask him something on the same
question, and he may answer both at the same time.

Senator Couzens. Can he answer that question now? I am very
much interested in it. _

Senator ConNavLLy. I yield to the Senator from Michigan.
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Socretary Hunv, In the first place, as I stated, we have available
ovory agency of the Government that has a fact or an idea or an
information of value, such as the Tariff Commission, hefore whie
romebody aypem every hour to present ideas, that is, before some
members of it—the officials of the Department of Commerce; officials
in the State Department, to whom somehody is presenting a case or
sending memoranda every hour of the dt;y, setting forth fully their
husiness needs. Of course, we must not forgot the fact that we are
facing this very grave situation, with many millions of people unem-
ploired and with the impossibility of the Government's indefinitely
giving them a dole.

Wo are facing the fact that we must find outlets for our production
50 as to let them go back into regular employment. Some of us appear
not to realize that we are face to face with that fact and that we have,
ps the other nations have, a chance in the most careful way to enter
into arrangements for mutually profitable exchange of commodities
botween oura and other countries in order to improve these conditions,
Of course, nothing is more impossiblo than to go throuib the equiva-
lent of a long judicial procedure, hearings here and hearings there
and hearings over yonder, hearings finally before the President, then
perha;;s hearing; again before the Commission or in the Government
departments. There are trainloads of up-to-date economic matevial
on nearly every phase of our business situation, especially the com-
meroial side of it. If we were outlining procedure as though we were
sitting here under normal conditions and had nothing ahead to be
concerned about in the way of restoring employment and reatoring
business, why of course I would welcome not only the writing in o
something like what the Senator Sroposes, but I would suggest that
Lve ttlilé'ow this bill out of the window and tell the country to do the

est it can,

Senator Reep. Under the circumstances, I gather that you would
be opposed to any provision for notice to those affected by any pro-
vision for hearing from them?

Secretary HuLL. I have stated very frankly to the Senator that
they would be given the utmost courtesy and that every phase of
these negotiations would receive the cooperation and help of each
ugem(:fv of the Government. It is easy, as I said, to assume that there
would be abuses, and we could, for that matter, assume that there is
no emergency. But at least we should suggest some better way out
of it than to abandon these emergency measures which have been
demonstrated in almost all of the nations of the world during the

ast 2 or 3 years to be a splendid agency for restoring commerce
etween the nations.

Senator Couzens. Mr, Secretary, I would like to know specifically,
and I think the committee is entitled to a specific answer with respect
to—take as an illustration—the lace industry. If you contemplate a
treaty which affected the lace industry, would you object to calling
in the lace industry and having them express their views?

Secretary Huwwr. I think the Senator will probably agree with me
about that. I have been around this Capitol for 24 years, and I
have sat on the Ways and Means Committee for 18 years and on
this committee for a while, if I may be pardoned for saying so, and I
have not had to send out for anybody yet to come in and present
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what the‘i' wanted me to know as a member of the Finance or the
Ways and Means Committee,

Senator Couzens, I understand that quite well. I am not talkin
about sending out for them, I am nakinq‘whether you would perm
them o hearing should an illustration such as I have described arise?
Such a case?

Secretary Hurr, I will say this to the Senator: Over 100 commercial
treaties have been negotinted. Many governments negotiate them
exactly as this is proposed, Most governments nogotiate them and
put them into immediate operation, because the negotiator is o part
of the parliamentary ﬁovernment. that is in power, and that insures
a favorable action, we are to get anywhere in negotiating with
these countries under the methods they have and are carrying out,
free from obiection go far as I have been able to learn, we cannot
throw this wide open to every person that wants to come in and be
heard, I will submit to the Senator's own judgment as to the extent
to which we should go if we hope to make this practical in its operation.

Senator BARKLEY. As a practioal matter of fact, if we write into
the law a requirement that the President shall &lve a hearing to evory-
bo%v who suspects that he is gomlg to be afiected by one of these
trade agreements, adversely, ho will of course have to gwo n hearing
to any other indusm{ that might be beneficially affected by the agree-
meit, and therefore it would result in a joint debate hotween two or
more industries as to who was gomﬁl to got the most advantage or
disadvantage out of any agreement that was entered into.

Secretary Hurr, Thatis the appeal that I am submitting to Senator
Couzens. It is an extremely difficult situation, and we are supposed
to grapple with it as best wo can,  Of course, the President and any-
body associated with him in administering this law would have every
reason to holp every business and to treat it fairly rather than to
injure it in the slightest, and that is the sole objective of this measuro.

Senator HastiNes, Mr, Secretary, isn’t it your position that it
would be img{aotmable to write any such thing in the bill?

Secretary Hurr. I know, as the Senator from Kentucky suggested,
that you would need two or three new Commerce buildings to enable
everxboc{y to be heard, There would not be one fifth enough law-
yers in Washington to represent them,

Senator HastiNgs, Then it is impracticable?

Secretary HuwLv, It is impracticable. That is the point 1 mako
about it, and the last thin% that the President would want to do would
be to injure business, For that matter, there have been ample
opportumties to crucify business under the flexiblo clnuse if those
administering it had seen fit. ,

Senator ConnNaLvLy. That is the question that I was going to ask
when I was interrupted before. If the President wanted to destroy
an industry today he could do it under the flexible provision just as
well as he could under this, couldn’t he? ) .

Secretary HuLv. The flexible clause certainly contains ample
opportunities. : .

nator Couzens. I want to go on record as disagreeing with the
Senator from Texas. .

Senator ConnaLLy. I very much object to the Senator's disagree-
lxlnent. I do not object to his disagreement going on the record,

owever, :
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Senator Reep, I am interested in the procedure under this. Of
course, the negotiation of theso treaties would be like all other treatios,
it would be done in executive session, as we call it. It would be done
wi&hou&publication of the negotiations in any way, That is correct,
isitno

Secretary Hurt, It would not be done in any way that would
provent the assembling of the fullest information from every source
of Governmental information, or that would interfere with anything
that might be sent in or presented by m:lv person who might even
sugaeot that he would be remotely affected.

enator Rurp, Well, would it be left to the suspicion of those
concerned? Suppose, for example, you were negotiating a tariff
treaty with Denmark, and it was contemplated that the duties that
now protect butter and dairy produots should bo reduced,

How would the gcoplo ongaFed in the dairy business in the United
States know that that was under consideration at all?

Sacretary Hurt, They have some very alert relpreseutatives here
in Washington, They know pretty accurately what is going on in
overy important Governmental ugency.

Senator Hastines. The associations might be in Denmark.

Secretary HurL. But it gets down to this, Senator, that here is
the whole world in an indescribable situation. Here are all the other
nations, calling on, the executive branches of their governments to
offer an important factor of relief. They have met that response in
o competent, fair way, and have rendered valuable service in these
other countrfea, for business recovery.

Now, if it is against the policy of the Congress for our Government
to invoke that factor and that remedy, 1 think it would be far better
just to say so, rather than to load the measure down with impossible
requirements, so it could not be administered.

nator Ruep. Well, to take that specific case, then, you would
regard it as an impossible requirement to give any kind of notice to
the dairy industry that its protection was under consideration with a
view to a change?

Secretary HurL. Oh, there wouldn’t be any disposition to be secret
about anythin%. Of course, the Senator knows that even if there was
a desire to crucify or hurt business, or do it an injustice, the chances are
tremendously reduced, in many instances, on account of some of the
extreme phases of the tariff obstructions, I haven’t remotely in mind
the question of butter, any more than I have any other single item;
for that reason 1 will not undertake to discuss the trade side of it, or
the tariff side of it.

Senator REkp, Well, as 1 read the bill, Mr. Secretary, the:first
notice that the dairy industry would get, that its protection was
withdrawn, would be the announcement of the accomplished fact,
or the completion of the treaty with Denmark, let us say.

Secretary HuLL. The Senator assumes that its protection benefits
to use his language, would be “withdrawn.” Of course, he is aware
that with 'a rate of 14 cents a.pound there has been an average of 5
cents a pound actual protection benefits for some time.

Now, I do not know whether he means that 5 cents would be
withdrawn, or 1 or 2 cents of the 14 cents, in the event the matter
should be taken up at all. I have no remote idea in mind about any
item, that might be considered in the proposed negotiations, but I am



18 REOCIPROCAL TRADE AGRERMENTS

tryin% to see what the Senator has in mind when heé uses such a term
as ‘‘withdrawing of protection.”

Senator Rerp. Well, Mr. Socretary, it is self-evident that if you ave
to make a treaty with another nation with refard to the removal of
excessive duties, as they are called in the bill, that means the lowering
of the duty on some commodities here, in order to be allowed to export
mmgi ot%ter commodities to the treaty country with whom we are
troating ,

Secrotary HuLy, On the contrary, it might mean a threat by our
Government to raise the rate 80 percent unless the other country
lowered its rate.

Senator Rxxp. Yes; it might do it.

Secretary HuLv, Yes, )

Senator Reep. But you do not contemplate proceeding on that
ground alone, do you?

Secretary Hurt. I am certain I had not said that much,

Senator Rxep, Well, in that case, might as well not take out the
gower to lower dutios, if wo are only going to threaten to raise them?

Vould the Secretary object to that?

Secretary Huwvu. If the Senator wants the panic to continue, then
I would not object to anything he says.

Senator Rexp, Well, while we are on the subject of untenable
hygotheses, 1 think we will have to include that.

Secrotary Hunr, The Sonator well knows that the authority to
raise or lower these obstructions 50 percent would not have heen
inserted thevo if it had not heen the purpose to deal concretoly with
conditions as they may develog. _

Senator Reep, Precisely. Well, that is what 1 was driving at,
that it is the purpose, in some cases, to reduce commodities, and that,
where that is done, the first notice that will be received by the people
who are advme}y affected bgv the reduction of the duties will be the
announcement of a completed treaty, and that thei' will not have had
any notice that it is under consideration; they will not have had any
chance to be heard on the subject at all. .

Secretary Hurr. On the contrary, whenever one person comes into
the Department to even inquire when we might take up the question
of negotiations, if he is from Country X, in 24 hours the representatives
here in Washington of every industry that Country X has, which we
also have, is at the Department to discuss the matter and all the
phases in which our industries are interested. ,

Senator Reep. Well, isn’t that something new in government,
that instead of giving notice to the people against whom judgment
is to be passed, every industry in the country will be obliged to em-
ploy a sort of detective to keep it informed as to what is going on in
the State Department?

Secretary HuwLv. I cannot agree with the Senator when he assumes
that every time you make a readlustment of the rate that you are
doing somebody an injury. I think that that is one of the prime
factors, in many parts of the world, in the present dislocation.

. They were made arbitrary and prohibitive in their nature. If an
industry could produce and sell a substantially larger measure of its
roduction by liberalization of commercial policy, generally, it would
e rendered a service, and, with due respect, I must dissent from that
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sto%cj remark of the Senator's, about any touching of a rate meaning
on injury.

Senator Rexp. Not necessarily. Rates may be touched with benefit
to everybody concerned,

Secretary HurLr, Well, that is the point I am trying to make.

Senator Rexp. But don't you think that the persons affected are
entitled to be heard, to say whether that will or won't be the case?

Seoretary HutL, The Senator, of course, is agrarently seeking to
load the bill up with an interminable set of machinery. I remember
we commenced hearings on the Fordney Act in December 1920, It
was enacted into a law in August 1922,

How far would we have gotten if we had been negotiating commer-
cial trade agreements by that procedure? Of course, it is not prac-
tical. ‘That is the situation.

Senator WaLcorr. Mr, Secretary, thers does not seem to be any-
thing in this bill that takes into consideration the difference in the
wage scales and the protection of our American wages.

o illustrate, take New England, for instance, where they cannot
afford to bring in large volumes of raw materials,'but have to depend
more or less on export industry to fabricate the raw materials that
they have, so that the percentage of wages, that is, labor cost, on
the items that are manufactured in New England, is very high as
compared with other industrial sections,

New Enﬁ‘land is particularly susceptible, therefore, to any lowering
of the tarifi that would in any way militate against the wage scale
of Now England.

Now, then, in this bill, as I read it, I ‘gather that there is no way of
calling attention to the Government, for instance, by an aggrieved
industry that might be partially wiped out by a lowering of the tariff,
for the protection of the wage scale, which is pretty vital,

We have got seven or eight millions of people who are utterly
dependent upon the small manufacturing; that is, the manufacturing
of small items like hardware, clocks, watches, and that sort of thing,
all highly skilled, all getting from three to six ties as much per hour
as any competing country pays, countries like Germany, Japan,
Czechoslovakia, and Italy. Now, then, do you think that it is fair
to pass a bill that gives to one man practically the power to even
partially affect that entire wage scale without a hearing?

Secretary Hurr. In the first place, I hope that the Senator will
not think that the Roosevelt administration is unfriendly toward
labor, or inconsiderate of labor.

Senator Warcorr. Of course, I do not think that.

Secretary Hurwn. I think its record speaks.

Senator WaLcorr. There is no question about that. That is why
I asked this question.

Secretary Huiwr. Its record, I think, is a guaranty that every
imaginable, every possible, protection would be taken, on behalf of
the wage earner. In fact, that is the primary purpose of this measure.

The ChAlrMAN. Well, isn’t that so named in the very purpose
clause of the bill, to raise the standard of American living, so called?

Secretary HuLL, Yes; that is mentioned in the bill,

Now, in the Senator from Connecticut’s country, we have seen tens
of thousands of wage earners out of employment, during recent years.
Our first objective is to get them back into employment, and then,
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with « suitable wage, on an ever more beneficial soale; and, of course,
the last thing I think that would be overlooked would be the welfare
of the wage earner,

Senator Wavrcorr, That I grant, of course, that there would be
no intent to do anything else, but with an n%grieved factory why
shouldn’t they be able to get & hearing? In other words, we appar-
ently, in this bill, set aside the Tariff Commission, so far as it relates
to these reciprocal agreements, and, therefore, there is no court which
can go into the facts, other than such as may be preseribed by, let us
ea? the President, : _

am not in any sense ascribing political motives to this Adminis-
tration, but look at the power, there, of destroying the industries of
fa conlseated section of the country, where the population is congested,
like New England, and throwing the benefits over into the Middle
West and West, which would virtually force people away from New
Enlglund and into the Middle West. 'That is all J:ossible.

am perfectly certain, of course, that this Administration would
not contemplate, deliberately, any such thing ns that, but it might
get into that jam, by its reciprocal proposals; and what I am object-

to is that the people aggrieved have no way of presenting their
side of the case.

Seoretary Huwvn. Senator, I don’t think there is an abler or better-
informed person in Congress on financial and economic questions than

ourself, Of course, you know what an awful condition the world
8 in, economically and socially. We have had as high as 14 to 15
million unemployed persons in this country who were accustomed to
employment and who with their families, would amount to 35,000,000
human souls, of our 120,000,000, living an utterly hopeless existence,
out of employment.

Now, don’t you think, if they were to choose, in this awful emer-
gency, between continuing in their unemployed state on an increasing
scale and trusting the Roosevelt administration to try to increase
customers and incresse demand for production and let them go back
to work, don’t you think they would be willing so to place their trust?

Senator WaLcorr. That might be true, that the Y‘eople out of
employment and in despair would say, “Lot us go nhead; we will
leave it to the people who have this business in hand, to Congress
and the administration”, but what of the aggrieved méustry that is
threatened with destruction? - )

Secretary HuLr. Well maybe it is not threatened with destruction.
) Stonator Warcorr. Well, perhaps. Take the clock industry, for
instance.

Seoretary Hurn. Why assume it is threatened with destruction?

Secretary WarLcorr. Well, I don't assume that it is, but I am assum-
ing that it mi‘fh.t be; and, in that event, it seems to me only reasonable
that that industry should be heard before some competent board.
That is all I am suggestmg.

Secretary Hurv. Of course, u¢ the Senator so well knows, every
day or two somebody in the Senste or in the House, or over in the
Departments, calls on the Tariff Commission for full factual informa-
tion on a given article, and it is furnished. . .

Now, we will have not only the Tariff Commission at our elbows
on all of those things, under instructions to ransack every crack and
crevice that contains information on the commercial side of any
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industry or business, but we will have the Dopartment of Commerce
and all of the other Departments, the Agriculture Department, and
othors, that can shed any least ligﬁt on this business situation.

Now, we have that choice, or we have the choice, as T have said a
while ago, of outlining prooedura like that leading up to the enactment
% thlo fordnoy Law, extending from December 1020 until August

I think wo commenced hearings on the Smoot-Hawley Act in the
spring of 1920 and did not get through with it until about the 16th
of Junoe in 1930,

Well, now, how should we procesd? 'This is just an emergency
mensure and fiankly I do not know what is ahead, with all these
millions of unemployed, unless we redouble our efforts to fit them
back into employment,. .

Sentntor Cosriaan. Mr, Secrotary, with reference to method, I am
impressed by the fact that nltc»ﬁethor too little attention has been
paid to section 338 of tho Tariif Act of 1830, Industries may be
alfected by restrictions on the imports thoy use, as well as by the
enlargement of imports,

Under section 838, which was voted for by some of the Senators
who have been interrogating you, tho President is permitted, when-
ever ho finds that it is in the public intorest, by roclama{ion, to
impose new duties, He may oven exclude articles from importation
into the United States, and therenfter, whenover he deems it in the
public interest, ‘‘may suspend, revoke, supplement, or amend” prior
proclamations, o

Seeretary Huwnvn, Imitating some others, I might say that there
must be something in there that would require the President to give
notice to the intended victims,

Senntor Costiaan. There is apparently no provision for public
hearings in such cases. I speak of this section in order that its pro-
visions and procedure, approved in the Tariff Act of 1930, may be
considered in connection with your effort to adopt the plan provided
in the pending bill. .

Senator Reen. That does not give the power to reduce a duty,
though, does it? )

Secretary HuLr. Fifty percent.

Senator Reep. Oh, not in section 338? .

Senator CosticaN, It gives power to impose new or additional
duties and to reduce duties after they have been increased, both before
and after articles have been barred from importation.

The authority is left with the President.

Senator BARKLEY. You do not assume that those who wrote that
section into the present law would ever consent for anybody to
reduce a duty?

Secretary va‘..l would say to the Senator that I am not sure
that he had come in when I referred to that section, at the outset.

Senator CostiaaN. No; I heard no reference to it, and I trust I
am not asking you to retrace familiar ground. L.

Secretary Huwv. I think you are right in emphasizing it, because
I think more emphasis of it is needed.

The CuairMaN, Well, it doesn’t sound very good to some.

Senator Reep. You do not mean to intimate, though, Mr. Secre-
tary, that section 338 gives the President any power to reduce the
duties imposed by Congress?
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Racretary Huwr, I would read it over, in order to be scrupulously
acourate, The Senator, of course, is familiar with it.

Senator CoNNALLY. It is all right for him to hoist it as high as he
pleases, but unholy to reduce it.

Senator Reep. I want to read you a word or two that was spoken
l&{t l:ni%r friend from Kentucky in 1029, and ask you if you agree

Secretary Hury, In what month? ‘

Senator Reep, October 11, 1920, I assume, if it was true in
October, it was similarly true in September and No,ember.

Senator Hastings. He might change his mind every month. That
is what the Secretary has in mind. [Laughter.]

Senator Reep, But what he said impressed me so greatly, I won-
dered if you had seen it. It was a radio address that ho made on
October 11, and in that Senator Barkley said:

Not only do we insist that Congress has no right to confer upon thoe Prosident
the power to tax the people, but we insist that k {s unwise to do it, whoover the
President may be or whatever party he may belong to. This fight is not a fight
over personalities. It has no more roference to Mr, Hoover than to Mr. Ooollgge
or to Mr, Wilson, or to any President who may be elested in the future. It is no

answer to our objection to la{, that the power will not be abused b% any particular
President. We think it has been abusod in soveral instances in the past, and we

-have no assurance that it may not be abused at some time in the future.

Senator CLARK. It did not impress the Senator enough to get his
vote for the Senator from Kentuckr did it?

Senator Reep. And that was said about a bill that provided for
notice, for hearing, and for u judicial finding by the Tariff Commis-

Senator Gore. That was voted the first Tuesday after the first
Monday in November. :

Secretary HuwL. I expressly stuted at the outset, when the Senator
was asking questions, that the bill before us is not an ordinary measure
to meet ordinary conditions.

Senator Rekp. Ob, 1 see.

Secretary HuLw, It is not an ordinary measure to meet emer-
gency conditions. It is an emergency measure, temporary in its
nature, to meet emergency conditions, -

Senator ReEp. I see.

Secretary HuLL. And if the Senator must blend all the principles
that underlie ordinary economic measures with a temporary extraor-
dinary measure, of course that is a different proposition.

I want to say, if I may conclude, I hope that no member of this
committee or of Congress will overlook the indescribable conditions
of distress and suffering that exist in this and in all other countries.

Since Senator Barkley said what he did in 1929 there have been
literally tens of.millions of well-to-do people swept into hankruptey.
There have heen tens of millions of other people thrown out on the
highways and byways and back alleys, in a hopeless state of existence,
with the result that they have not only suffered but some have
actuaily starved, and thousands of them have gone hungry, notwith-
standing the wonderful relief that has been attempted for them.

Senator Reep. Well, we have contributed to that, by destroying
and wasting 6,000,000 pigs.

Secretary HurL, Well, the Senator, I am afraid, does not see the
human side of this thing. I am talking about humans and not pigs.
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~ Senator Rkkp., Well, I am talking about humans, who need the
food that we destroyed. ‘

Secretary HuLw, I hope the Senator will keep that in mind,

Senator Rekp, I have., I have kept it in mind.

Secretary Hurr, And I will simply say that we aro desperately
striving, here, to help the Congress and to help the country to relieve
. this situation, '

Senator Rexp, We have had panics before, and I don’t notice any
exception made in these statements hy the d{stinguished Sonators,

Secretary HurL, We have never had one like this one, Senator—
n‘«;.ve: had one like this, whether in peace or in war, in its destructive
effeots. .

You won’t live to see the time that we will recover from it fully,

Now, it is in these circumstances that we come, in the most humble
und considerate way, and lay before Xou gentlemen the only possible
fuctor in incrensing trade by u method that has been tried out all over
the world, and no serious objection offered to it, because the nations
want to recover from the panio.

The responsibility is on you gentlemen. If you want to reject this
proposal, on the speculative possibility that somebody will purposely
injure another, why, of course, that is not for me to comment on.

Senator Reep. It is because we are keenly aware of the number of
people who are out of work in this country that we are anxious not to
see o lot more thrown out of work by unwise use of this unrestrained

ower,

d Secrotary Hurr. I think that the Senator will agree that after 4
years of every conceivable mothod and device to improve the situa-
tion, with unemployment getting worse, until recently—and it is not
so awfully much better in certain parts of the country now—that it is
high time that we were at least looking for some way to get people
back into permanent employment.

Senator BARKLEY. Mr. Secretary, with reference to the quotation
with which the Senator from Pennsylvania has honored me, which is
the only time I ever recull that he has ever quoted me on any subject
with approval—-I hope it will become a habit of his——

Senator ReEp. I assure the Senator that it will be a habit through-
out this discussion.

Senator BArkLkY. At the time of that speech we were dealing with
n one-sided provision empowering the President to levy taxes on the
American dpeople without regard to any international trade agree-
ments, and, under the same circumstances, I would make the same
speech again, .

We are dealing now with an effort not only that has connected with
it the phase of taxation, which is not, as I understand it, the prime
object- of this resolution, but an effort to regulate commerce with
foreign nations, which we have the power to do under the Constitu-
tion, and I regard this resolution and the effect of it to be more in the
nature of a regulation of commerce than it is a levying of taxes, or
even in the relation of taxes, and it is entirely a different proposition.

Not only the conditions are different, as you have already pointed
out, but the ﬁhiloso hy of this resolution is different.

Secretary HuLi. Entirely different.

Senator BArRkLEY. I base this resolution and my support of it not
only upon the power of Congress to levy and collect taxes but the
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ower of Congrees to regulate commerce among the States and with
yoreign nations, and this is primarily the oxercise of the power of
Congress to regulate commerce, and not Frimarily a tax measure,

Secretary HuLL, It mith woll rest on that, ,

Senutor ConNaLLY. Mr. Secretary, Senator Reed was asking you
s0Mo qlt)wstion about restorations of commerce, and so on. Do you
remember that under the present tariff of 1030 the leader of the
Senator from Pennsylvania, Senator Watson, predicted that the pass. *
age of the gresent tariff bill would, within 30 days, restore prosperity
to the United States, and called upon all Sonators to bear witness to
his prediction?

Secretary Huwr. I recall that.

Senator ConnaLLy, And following that act we have had the 3 years
of conditions to which the Senator hus referred.

Senutor RrEp, There have been some predictions lately that did
not come true, too, have there not?

Senator Gonk. Mr. Secretary, I notice in the House report that 68
of these agreemonts have been negotinted among other countries,

Have you mado any check to seo whethor or not the trade of the
coun?tries making those agreements is incroasing more rapidly than
ours

Secretary Huru, My information is that it has appreciably in-
creased among most of those countries making these agreoments,
and o substantial amount of this increase has been at our expenso.

There have been a few instances where nations were so narrow in
their views that they have, overnight, run up rutes to get ready for
bargains, While they were lowering one rate, they would run up
others, with the result that the sum total of the obstructions estab-
lished a higher level than at the beginning of the process, and the
trade was decrensed; but that has occurred only in a few exceptional
instances, I want to be entirely frank with the Senator.

Seuvator Gore. I notice that our trade has declined a larger percent
than world trade taken as a whole.

Secretary Hurr., Yes; thatis correct. )

Senator CLarx. Well, Mr, Secreta{,y, it is a fact, isn't it, that undor
section 338 of the existing law the President has authority to raise
rates 50 percent without any finding of fact by the Tariff Commission
or anybody else? . )

Secretary Hurn. Without even giving notice to the person affected.

Senator CostigaN. Mr. Chairman, may I suggest that the section
338 of the tariff act be mcorpora.ted in the Secretary’s remarks, at
whatever point he deems as)]propmte? )

The CHAlrMAN, Yes. That will be incorporated in the record.

Senator Reep. Mr. Secretary, I have no other questions, but I
hope that you won'’t take the questions I have asked as concealing
or indicating any lack of the admiration and friendship I feel for you,

The CuairmaN. Nor as indicating any opposition to this proposed
legislation. [Laughter.) .

Secretary HuLL. Not only the Senator from Pennsylvania, but no
other Senator, could in the least disturb our friendly relations.

The CrairMaN. Well, are there any other questions of the Secre-

tary.
?i{ not, the committee will go into an executive session and deter-
mine its position with reference to this and some other matters.

U
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Secretary Huri, Thank you very much, gentlemen.,
(Section 338 of the Tarifl Aot of 1030 (H.R. 2667) is as follows:)

Sec. 388, DIsCRIMINATION RY FORBIGN cOUNTRIENS~—(a) Additlonal dutfes:
Tho Presidont, when ho finds that the publio interest will be served thereby, shall
by proclamation speoify and deolare new or additional dutles as hereinafter pro-
vf;!ed u}mn articles wholly or in part the growth or produot of, or imported In a
vessol of, any forolgn country whenever he shall find as a fact that such country=-

‘tl) Dhinposoes, dircotly or indireotly, upon the disposition in or transportation
{u translt through or reoxportation from such country of any artiole wholly or in

art the growth or product of the United States any unrvasonable charge, exac-
&on, regulation, or limitation which is not equally enforced upon the like articles
of every forelgn country; or

32) sorhminates in faot ng'ulnnt the commorce of the United States, lirectly
or indirectly, by law or administrative regulation or practice, by or in respact to
any customns, tonnago, or port duty, fee, charge, exaction, class'lﬂoutlon, regulation
condition, reatriotion, or prohibition, in such manner as to place the commerce of
the Unitod Btates at a disadvantage compared with the commerce of any forelgn

country,

(b) Exclusion from importation: If at any time the President shall find it to
be a fact that any foreign country has not only disoriminated against the come
merce of the United States, as aforesaid, but has, after the issuance of a proo-
lawnation as authorlzed in subdivision (a) of this section, maintained or increased
ite said diseriminations agalntt the commerce of the United States, the Prestdent
{s hereby authorized, if he deems it consistent with the interests of the United
States, to lssue & further proclamation direoting that such products of said coun-
try or such artioles imported in its vessels as he shall deem consjstent with the
publio Interests shall be excluded form fmportation into the United States.

(o) Application of proclamation; AnY proclamation fssued by the President
under the authority of this seotion shall, If he deems it consistent with the interests
of the United States, extend to the whole of any foreign country or may be con-
fined to any subdivision or subdivisions thereof; and the President shall, whenever
he deoms the public intcrests require, suspend, revoke, supplement, or amend
any such prooclamation.

Duties to offset commercial disadvantages: Whenever the President shall
find as a fact that any foreign country places any burden or disadvantage upon
the commerce of the. United Ntates by any of the unequal impositions or diserimi-
nations aforesald, he shall, when he finds that the public interest will be served
thereby, by proclamation specify and declare such new or additional rate or rates
of duty as he shall determine will offset such burden or disadvantage, not to ox-
ceed b0 per centum ad valorem or its equivalent, on any Yroduots of, or on
artioles imported in & vessel of, such foreign country; and thirty days after the
date of such proclamation there shall be levied, coﬁeoted, and paid upon the
artioles enumerated in such proclamation when imported into the United States
from such foreign country such new or additional rate or rates of duty; or, in
case of articles declared subject to exclusion from importation into the "United
States under the ‘:rovmlons of subdivision (b) of this section, such articles shall
be excluded from importation.

(e) Dutles to offset benefits to third country: Whenever the President shall
find as a faot that any foreign country imposes any unegual imposition or dis.
crimination as aforesald upon the commerce of the United States, or that any
benefits acorue or are likely to acerue to any industry in any foreign country by
reason of ani/l such imposition or discrimination imposed by any foreign country
other than the forelgn ecountry in which such industry is located, and whenever
the President shall determine that any new or additional rate or rates of duty or
any prohibition hereinbefore provided for do not effectively remove such imposi-
tion or diserimination and that any benefits from any such im})osition or dis-
orimination acorue or are likely to acerue to any industry in any foreign country,
he shall, when he finds that the public interest will be served thereby, by procla-
mntion specify and declare such new or additional rate or rates of duiy upon the
artioles whollf or in part the growth or product of a% such industry as he shall
dotermine will offset such benefits, not to exceed 50 per centum ad valorem
or its e?uiva!ent, upon importation from any foreign country into the United
States of such articles; and on and after thirty days after the date of any such
})roolamation such new or additional rate or rates of duty so specified and declared
n such proclamation shall be levied, collected, and paid upon such articles.
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() Forfeiture of articles: All artlcles lm&md contrary to the provisions of
this section shall be forfeltured to the Unitod States and shall be lable to he
selsed, proscouted, and condemned in like manner and under the same rogula«
tions, restrictions, and provisions as may from time to time he established for
the moovor“;, collection, distribution, and remission of forfeltures to the United

tatos by the several rovonue laws. Whenever the provisions of this Act shall
be applicable to importations into the United States of articles wholly or in part
the growth or product of any forelgn country, thoy shall bo applicable thereto
whether such artioles are imported directly or indireotly.

“i? Ascertainment by Commission of discriminations: It shall be the duty
of the commission to ascertain and at all times to be Informed whethor any of
the disoriminations agalnst the commerce of the United Btates enumerated In
subdivisions (a), (b), and (e) of this section are practiced by any country; and
if and when such discriminatory aots are disclosed, it shall bo the duty of the
Commission to bring the matter to the attontion of the President, togother with
recommendations,

Rules and regulations of Secretary of Treasury: The Scorotary of the
Treasury, with the approval of the President, shall make such rules and mFulw
tions as are necessary for the execution of such proclamations as the President
may {ssue in accordance with the provislons of this section,

d') Definition: When used in this section the term “forelgn country’ shall
mean any territory forelgn to the United States within which separate tariff
rates or separate regulations of commerce are enforced,

(Whereupon, at 11:30 a.m., Thureday, Apr. 26, 1934, the Commit-
tee on Finance went into executive session after the chairman hav-

ing announced that the public hearings would be continued at 2 p.m,
in the District of Columbia Committee room in the Capitol.)

AFTERNOON BESBION °

The committee resumed hearings in the District of Columbia
Committee room at 2 p.m., Senator Harrison presiding.

The CuairMaN. The committee went into executive session this
morning following the appearance by the Honorable Secretary of
State, and we now resume the open hearing on H.R. 8687. We will
continue where we left off this morning, Secretary of Agriculture
Wallace is present. The committee will be very glad to hear you on
House bill 8687, Mr. Secraotary.

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

Secretary WaLLace. After the presentation which Secretary Hull
made this morning, I doubt if there is any great necessity for my
resenting any carefully prepared statement. At any rate, I do not
1ave one. The reactions to the recent discussions of our interna-
tional trade policies, and to statements made in the hearings on this
bill, have been very interesting. While I have indicated no hasty,
ill-considered actions, in making desirable readjustments in our
foreign trade policies, and while I have not indicated what should
be the specific action with respect to an individual industry or com-
modity—we must degend on expert consideration—some of my
remarks have already been misinterpreted, to the point of predicting
what specific recommendation I might make on this or that com-
modity. Even recent changes in market conditions have been at-
tributed to adjustments which will require many months of con-
sideration, discussion, and association, before they have a definite
bearing on the price of a given commoéit.y.
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Theae reactions indicate to me a dephree of sensitivity which {usﬁ-
fies our effort in promoting a general, honest, disoussion and clearer
thinking. 'The interest of ufrﬂmltura in the bill under consideration
arises out of the fact that the market for the product of some 50
million acres of orop land has been furnished by foreign purchasin

ower, and that foreign purchasing power has been seriously impaire
surin the past 8 years, by the fact that we no longer loaned money
abroad, as we did from 1920 to 1930, and we had not made an adjust-
ment in our tariff policy of such a nature as to bolster up foreign
purchasing power in any other wug‘.

Becnuse of that situation, we have felt it essentinl in the depart-
ment of agriculture, to engage in many direct activities, many crop-
reduction pro%rame which most men would feel, under ar:iy ordinary
conditions, to be higilly artificial in nature, and unwarranted.

The situation, to my mind, is of such extreme seriousness that it
should not be considered from the standpoint of partisan politics.
On the contrary, it would seem to me that the right-thinking men in
both parties should try to discover that policy having to do with the
tariff and with the agrioultural control, if you please, that may be
necessary, pending the building up of a sufficient volume of foreign
purchasing power. That policy should be of such a broad gaged
nature that it could be continued, in its broad outlines, across the
administrations.

As you all know, we changed from a debtor nation to a creditor
nation with extraordinary speed. Ordinarily, when a debtor nation
changes to & creditor nation, it is the result of long years of earnest
striving to get out of debt, and then to invest the mone}v, slowliy and
carefully accumulated, in the appropriate places in foreign lands.
Due to the accident of war, we were changed to a creditor nation
without having reull}\; earned that position, and without having ha
an oxi.portunity to change our psychology, so that it would enable
us to live comformably with that position.

Since the World War we have been 1 creditor nation, and we have
not acted appropriately to that position. The matter came to a
dramatic head in 1930, when we stopped loaning abroad, and we
have found, as a result, that various emergency measures were neces-
sary to tide us over. Our monetary policy, which for the time bein
is enabling foreign currencies to buy more dollars then hitherto, an
therefore enables foreign currencies to buy either more exportable
products, more cotton, more tobacco, more lard, or pay a higher
frice, either one or the other, or bhoth, is EIVIDQ’ us a breathing spell
or the time being. How long that breathing spell will continue, no
one can say with any certainty, but it would seem to be exceedingly
unwise during the period when we have such a breathing spell, to
prepare for an eventuality, which eventuality will be either the con-
tinuation of the acraage—control pregrams, which we are now usin
in the Agricultural Adjustment Administration, or the creation o
foreign purchasing power by the acceptance of more goods from
abroad, or & little of each, .

You have under consideration here this aftornoon the latter course.
I should say, you have under consideration here this afternoon the
problem of restoring foreign purchasing power, by accepting more
goods from abroad, which policy, if completely successful, would en-
able us to do away with these acreage-control measures, a situation
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which would make us, in the Agricultural Departmont, exceedingly

happy.

R%resning myself more specilically to this bill, it does seemn to me
that under present conditions the Exeoutive Branch of the Govern.
ment is in a better funition to formulate an all around policy than
the Congress; that the President, by the setting up of suitable ad-
visors, could determine those articles of which it would be wise for
us to accept more from abroad, with the least possible damage to
our domestic business structure. 'Tho bill does not seem to me to be
80 strikh‘:lgly different in certnin of its powers, the varying of the rates
up and down, from the last tariff aot, which had in it the cost of
production feature, This bill gives a ah%htly different criterion by
whioh to judge, and it seems to me o much sounder criterion, It has
been assumed, by critics of this bill, that the President, if given this
power, would set out at once to destroy certain industries. I know
of no comment, no statement by the President, to indicate this is his
purpose. I would suspect, in fact, that he would be inclined to treat
most of the industries. in very much the same way as the sugar
business has been treated; that he would ?uaahon, inall Rf:bubil ty,
further expansion of those industries which have exceedingly high
tariffs, and which are unable to meet world competition, where it is
obvious that we are not especiully efficient in our methods of produc.
tion dgaging efficiency by the ability to meet world competition. I
woul auaFecc that he would question the advisability of further ex-

snsion of such industry, just as he 3uestioned the advisability of
urther exﬂansion of the sugar-beot industry; but I would also sus-
pect that he would see the difficulty, the injustice that might ensue
to &eople employed in such an industry, if there should be imported
strikingly larger quantities all at once. I do not think that anyone
in Government at the present time is in position to say what the
ideally sound approach should be. )

I think, from the standpoint of the Feneral publie, it is exceedingly
important that the vast numbers of our gainfully employed, em-
ployed in the export industries, and in those induatries which are not
affected by imports, comprising, I suspect, more than 80 percent of
our population—it seems to me exceedingl{ important that those
feop e realize that further expansion of highly protected inefficient
ndustries is made directly at their expense.

There may be exceptions to that rough rule. There may be cer-
tain products of which we should produce our entire home consump-
tion, in spite of the inefficiency, because of the desirability of having
a full supply in case of war, or something of that sort. I cannot lay
down any hard and fast rule. Because of that difficulty of laying
down a hard and fast rule, it seems to me to be essential that these
powers be exercised by the executive branch of the Government,
where they cen be gi 2n long and careful consideration, not from the
?omts of view of regional representation or political expediency, but
rom the point of view of sound nationa! policy; and again I say it
would seem to me that this matter is of such extreme importance
running thro?fh our entire national fabrio, that Republicans an
Democrats alike should see if there cannot be some common ground
on which they can meet. I think I have nothing further to offer,
except these general observations.

e CHAIRMAN. Are there any questions?
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Senator Reep, I would like to usk a question or two, Mr, Secre.
tary, would you regard it as a yartisan contention to say that no one
should be condemned unheard

Seoretary WaLLAog, I do not understand your reference, Senator.

Senator Reep, Well, would you oppose or approve an amendment
to this bill that would provide that before a duty was reduced some
notice should be given to those concerned in that partioular industry,
and some opportunity should be given them for a hearing?

Secretary WALLACE, I do not know what the stand of the adminis-
tration would be on that. It would seem to me that it would be a
wise thing to give them an opportunity for a hearing. I would assume
that, as & matter of just common sense executive grocedure, that that
L‘""é}ifl be granted, as a matter of routine, I would assume that would

e the case,

Senator Rxep, Well, muminf that, as a matter of common sense
executive Prqoedure there should not be any objection to specifying
it in the bill itself, should there? '

Secre WarLace, 1 would not suppose so.

Senator Rexp, Well, I am glad to hear you say that, because it
does not spem to me that that is a partisan matter,

Secretaly WaLLace., Oh, it would seem to me that that would
follow automaticallgy.

Senator Reep. For centuries, it has been a part of the law of the
people whose language we speak, that no one should be condemned
unheard, and it does condemn a man unheard, to take away his tariff
protection without notice, without warning, without hearing.

Secretary WaLLace. The situation that might work out there, of
course, would be that you would develo? one of these typical drives
on Vi‘éaahington. I can see how that kind of situation could easily
result.

Senator Reep. Well, that is a nuisance to the object of the drive,
as we in Congress know, Nevertheless, it is every American’s right
to be heard in his own behalf. )

Senator CLARK. Mr, Secretary, will you permit me to interrupt for
just & moment, to say that if the Senator from Pennsylvania means
to intimate by these questions that these tariff barons who have been
profiting brv grmlege for many Jears have a vested right to plunder
the rest ol the people of the nitqd States, and that taking away
that pﬁvilegiessls a criminal proceeding, whlcig he seems to intimate,
I desire to dissent very decidedly from that view.

Senator Reep. Oh, I am not thinking about tariff barons at all.
I am thinking about men and women who are engaged as laborers
in these various industries, who might, as the bill stands, find them-
selves deprived of a livelihood, reading in the paper some mominﬁ
that the tariff on their product had been taken away. I want to as
you, Mr. Secretar‘y, whether it is correct, as it has been reported in
the newspapers, that you gave, as instances of inefficient industries,
the beet-sugar mdust?' in America, and the lace industry? Was
that a correct report of what you had said?

Secretary WaLLace. I probably have said it. I do not remember
the exact wording. The reference to the lace industry appears in
the hearing before the House Ways and Means Committee, and the
record has been made of that.

66156-—84-—8
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Senator Rrsp, Well, do you regard that as inefficient industry?

Secretary WaLLacm. Why, it seems to me that, from the standpoint
of my definition, they are both decidedly inefficient industries,

Senator Reep. What other instances can you give us of inefficient
American industries?

Secretary Warvace, That would take a great deal of study,
Senator. These two happen to be rather obvious cases. I mean to
say the tariff protection is very great, and they could not survive
without tariff protection,

Senator Reep. Well, do you think of any others?

Secsetary WavLLace. Take the tariff act. 1 think you could find
a good many.

he CHAIy!;MAN. Well, let me ask you about mushrooms. Don’t
you think that is a very efficient industry in America?

Secretary Wartace, I am not fully posted on mushrooms, I
came through Coatesville, Pa., yesterday, and I noticed a lot of
‘mushroom plants there.

Senator Reep, There a a lot of very ﬁio:d geople engaged in the
mushroom growth there. What do you think of the pqliog of delegat-
ing taxin% g:wer, in this fashion, to the administration? 1Is it not
apt to lead to sudden decisions, to imposing taxes without any chance
for the vietim to be heard? )

Secretary Warrace. I would think that it would be a much fairer
cane for the viotims, than those cases where representatives of certain
industries sat with relatively few Congressmen behind closed doors,
in the log-rolling making of tariffs. I would say that this would be a
far fairer a&proach infinitely better.

Senator REED. Yes; we all agree that the imposition of taxes by
Congress_has been influenced by lobbying to a very considerable
extent. We are all familiar with that, and we all dislike it, but I am
wondering, Mr. Secretary, about the exercise of the tax{ng; power
that was given you under the agricultural act. Did you give notice
to the paper-bag people, and the paper-napkin people, before you
put the processing tax mw)agler?

Secretary WaLracE. We had hearings that we are suPposed to
have; yes. I do not know whether those particular people were at
the hearing or not. I did not happen to attend the hearing myself,
but we had —

Senator REep. You put the tax on, didn’t you?

Secretary WaLLace. Oh, yes; but we had very extended hearings,

Senator ReEp. You put the tax on, but you don’t know whether
those people were represented or not, in regard to it?

Secretary Warrace. Why, of course, I don’t know just who was
there. Of course, I don't. _ ‘

. Senator Reep. How about jute bags? Did you hear from the
jute bag manufacturers, or from the farmers of the West, before you
put this processing tax on jute bag

Secretary WaLLAce. We gave notice of hearings, and those who
were interested came in and testified.

Senator ReEp. And did you hear that?

Secretary WavLuace. No, sir; I did not hear that.

Senator Repp. Personally?

Secretary WaLrace. No; I did not hear them personally.
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Senator Ruup, The decision was this, wasn’t it, to put the tax on?
Is that right? A

Secretary WaLLaos, Senator, 1 wonder if you happen to know how
many hearings are being held in Government nowadays?

Senator Reep. I don’t know, Mr. Secretary, and 1 am wondering,
therpfore, if it is wise to ﬁive these wide powers to human beings who
are physically unable to keep up with the work of their departments.
I am not blaming you in the least, but 1 don't believe that the genius
exists who could have personal knowledge of all that is going on in the
Department of Agriculture today. With all our dissension in Con-

ress, at least, we are compelled to hear interesting people personally,
gefore we act, but I gathered that you did not hear either the paper
people or the iute Feople, before you put those taxes on,

You had to delegate that authority to somebody else, so, when
we gave you the taxing power, reully, we were delegating it to some
unname Eerson in your Department. Now, that is the way this
would work out, if we gave this power to the President, isn’t it?

Secretary WaLLace. Oh, undoubtedly, the President would have
to delegate it to competent people.

Senator Repp. Yes. . .

Secretary WaLLaor. Thatis what executive government consists in.

Senator Ruep. Yes,

Secretary WaLrace, It happens to be a slightly diffecent thing in
the legislative branch.

Senator Reen. So that, instend of Congress, which is elected and
which is accountable to the people who elected it, Ruttin these taxes
on, this would be put on, not even by the President, but by some
official to whom the President delegated it? '

Secretaranmcn. Why, undoubtedly.

Senator Reen. Undoubtedly?

Senator CoNNALLY, Well, Mr. Secretary, the responsibility, though,
is yours, in the case of the Department of Agriculture?

Secretary WaLLACE, Yes. .
| Sem%tor ConnaLLy. And the responsibility would be the Presie
dent's

Secretury WaLLace. Undoubtedly, sir.

Senator CoNNALLY. And heis an elective officer. :

Secretary WALLACE. For instance, on the jute-bag thing, and the
paper thing, I found it necessary to read over the findings, because
the responalbxhty was mine. .

Senator BARKLEY. We have to do that, even with legislation. Did
committees refer important matters to subcommittees, made up of a
very few men, and they, in turn, report to the full committee, and the
full committee must accept judgment, usually, of the smaller body,
which has held the investigation and made a report. There isn’t an
very great difference between that and delegating to some smnﬁ
group of experts in any department, the matter of collecting evidence
upon which the head of the department will act.

. Senator Rexp, Mr. Secretary, is it your idea that the administra~
tion would lay down some sort of & formula for the revision of tariff
duties,} or a formula for the foundation of the proposed trade agree-
ments '

Secretary WaLvLAcB. I don’t see how the administration could lay
down a formula. The thing is too complex for that.
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" Senator Rexp. Well, wouldn’t it be right to have some sort of
formula, so that each industry would be treated impartially?
in tSeoﬁet%rl Wavrvaoe, I think you have the general formula written

o the bill,

Senator Ruep. Well, the bill is pretty vague in its language. But
take two industries in which the statistioal case is similar, the same
amount of import relstive to the domestic consumption and domestic
production; ought they to be treated alike, in your judgment? .

Secretary WaLuAce, Not nocessarily.

Senator Roep, No? Well, suppose you found an industry in which
the imports were less than 5 percent of the domestic consumption,
would you % that & higher tariff was warranted there?

Secretary WavLraoe. Not ncoessarily.

Senator Rexp. Not necessarily, But if the imports were so small,
:o;nl;l that, under your idea, necessarily lead to a reduction of the

u

S'gcretar Watracn, Oh, I think that you would have to stud{ the
artiglular ndustry, I don’t see how you can arrive at an off-hand
'ormula,

Senator Rexp, If you found that the imports were not one twenti-
eth of the domestio consumption, that might, in the case of steel,
lead to the conclusion the duty should be reduced, or it might, in the
case of onions, lead to the conoclurion that it should not. Don’t you

all industries ought to be treated impartially?

Secretary Warnao. I think that all industries ought to be treated
impartially, but I don’t think that you can arrive at impartial treat-
ment by the apr:lication of any hard and fast formula based on a
single criterion of that sort.

nator BArRgLBY. Even Congress hasn’t treated them all impar-
tially, because there are many items where the imports are less than
5 percent, that bear an entirely different rate, under the act of Con-
gress, some of them less than 1 percent,. .

Senator Repp. Would you consider an industry inefficient if the
tariff amounted to about 100 percent of the American price?

Senator CLARK. Say the woolen-goods industry, for instance.

Secretary WaLLace. Why, a tariff of 100 percent would suggest
that, according to n&deﬁnition of ability to meet foreign con(xlpetltxon,
it would suﬁgest undoubtedly that that was an inefficient industry.

Senator REEp, What is the present tariff on wheat?

Secretary WarLrace. Forty-two cents a bushel, as I remember it.

Senator Roep. And to that is added a processing tax, isn’t there?

Secretary Wavrraoe. No.

Senator REEp. Which must be paid by foreign wheat?

Seoretary WarLace. No; the 42 cents has nothing to do with the
processing tax..

Senator ReEp. Well, there is a processing tax?

Secretary WaLLACB. There is a chessmg tax of 30 cents & bushel.

Senator REEp. Yes; so that the agg‘regute tax to be borne by
imported wheat is now 72 cents, isn’t it

cretary WaLrAce. No; that is incorrect, Senator.

Senator Reep. What is the aggregate amount? .

Secretary WarLace. The aggregate amount is the 30 cents, I
would say, although it might be that a part of that 42 cents is effect-
ive as a tariff. You see, the present farm price of wheat—Ilet’s see, the
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resont Chicago price of wheat is about 75 cents, That means, adding
n the 30 cents processing tax, 81.15. I don’t know at what point the
importer’s wheat would come in, but I would suspect that it would
have to be about $1.05 Chicago, before imported wheat would come
in. That is just a rough guess,

Senator Rurp. What is the present farm price for wheat?

Secretary WarLLacs. As I remember it, it 18 about 60 cents a bushel,

Senator Ruep. The processing tax brings that to 95?

Seeretary WaLLaoe, Something like that.
~ Senator Reep. And, on imported wheat, there is an additional
burden of 42 cents tariff?

Secretary Wartace., No; not additional, Senator, You have to
consider those two factors separately.

Senator Reep, Would you regard the raising of wheat as an in-
cfficient industry?

Scoretary WaLrace, Of course, the tariff is not 100 percent, and in
the case of a product which is on an export basis, the tariff is a paper
tariff, as a rule. Normally, in the case of wheat, the tariff is a paper
tarit, and these tariffs which the Republican party —if you will allow
me to become partisan for a moment, Senator ——

Senator Reep. I had forgotten party,

Senator CoNNALLY. Nearly everybody else has. (Laughter,

Secretary WaLLace, I would suggest that out in the Middle West
we feel very much agrieved that we should have been so freely offered
paper tarifts for so many years. +

nator Gore. Isn't it a fact that at one time during the Hoover
Administration, the price of wheat was actually less than the tariff
on wheat?

Secretary WALLACE. Yes; that is true.

Senator Gore. A great deal less. It sold as low as 20 cents, in
Oklahoma.

Secretary WaLnace. There is very little importation of wheat, and
as a matter of fact, this coming year, we will be on the export basis
to the tune—of course, it depends on just how the weather turns out
in the Dakotas—but we will be on the export basis to the tune of
probably 100 million bushels. ) .

Senator REgp. Mr. Secretary, measured in real dollars, the price
of wheat at Chicago today is onjy 45 cents, isn’t it?

Secretary WaLLace, What do you mean by “real dollars”,
Senator?

Senator REkp. I mean 100 cents dollars, pre-Roosevelt dollars.

hSccretary WaLLace. Why, our dollars still have 100 cents in
them,

Senator CLark. You mean Mellon dollars.

Senator Gore. He is talking about dinky dollars,

Senator BARKLEY. As a matter of fact, neither in 1930, 1931, or
1932, was this tariff on wheat effective to any appreciable extent,
was it, in the price to the farmer? ) ) )

Secretary WarLLace. Well, of course, during that particular period,
the Farm Board, by holding wheat off the market, caused our wheat
to be above the world price, and that created an artificial condition,
but during the greater part of the time, during the average of the
K“St 10 years, we have been .o:tfortmg an average of about 160,000,000

ushels of wheat, and to think that a tariff whether it is 10 cents or
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a hundred dollars a bushel, is doing the wheat farmer any partioulur
benefit, is just foolishness.

Senator BARkLBY, Isn’t it a fact that the processing tax, 30 cents
a bushel, was made necessary in part because the 42-cont tariff was
n%t effective, and did not bring the price to the farmer up to a point
where——

Secretary Waruaor. Of course, many of the farm acts, including
to some extent the present farm act, are an effort to make effective
these paper tariffs which have been given tho farmer in the past, and
to make them work for the farmer. That has been the theory that
has governed a great many of these farm ncts. It was the theory
of several versions of the old MéNary-Haugen bill, as well as many
of the successors to that hill,

Senator Reep. Well, would you, in case this bill should be passed,
advocate a reduction in the tariff on wheat?

Secretary WaLnace. I am Secretary of Agriculture, Senator.

s.em;tor Reep, And therefore you are sure to be consulted on that
subject.

Secretary WaLrack. I believe, Senator, that agriculture is entitled
to as much protection and as efficient protection as industry,

Senator Reep. Yes; that being so—and we all &gree with that—
would you advocate a reduction in the 42-cent tari

Secretary WaLLace. When industry had taken a corresponding
reduction on the average, I would say I would think that it might
be fair to advocate such a reduction.

Senator Gore. That is a very good answer, I will say. Mr, Sec-
retary, isn’t it a fact that a great deal of the difficulty in agriculture,
in the United States, has been caused by the fact that over a long
period of years the American farmer has'been compelled to buy every-
thing that he had to buy, on a protective market, and to sell every-
thing that he had to sell, in a free market, at prices regulated by world
conditions? ‘

Secretary WaLrace. Well, there are some agricultural products,
Senator, which have benefited from the tariff. )

Senator Crark. I e with that, but 1 am speaking broadly.

Sen: or Gore. Wool, for instance?

Senator CrLArk. [ndustry, and agn'culture as a whole.

Secretary WaLrace. Wool, and beets, and dairy products. Dairy
products, until vecently, have benefited. I wouldn’t care to say
everything.

Senator CLark. But I am using the term *‘agricultural” broadly,
and the term ‘‘industry” broadly. )

Secretary WaLnace. Yes; I would say that was true, in a broad
sense.

Senator Bankury. Mr. Secretary, getting back to this question of
writing into this bill a mandatory provision that the President shall
give public hearings to somebody who suspects that he is going to be
affected by a gmposed trade agreement, if I understand that, the
theory of this bi

ill, it is intended, on the whole, to bring about some
advantage to our own country, and that, in dealing with any com-
modity upon which there is a tariff, which might be the subject of an
international agreement, it is to be supposed that whatever that
agreement might be, affecting that product, that the net result will
be some advantage to us, as a commercial nation, with reference to
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either that or some other product, so that if the President were re-
uired to give notice to everybody that felt he might be affected, and
they should come swoo&n% down on Washington—-
nator CLArg. On London, on Paris, or any place else where the
agreement might be in the process of negotiation,

Senator BArkLEY. Well, we will say Washington, and argue that
such an agreement ought not to be entered into, because he felt it
might or feared it might affect him adversely, it would require that he
also hear the proponents of some other commodity that might be the
gubject of this international agreement, and give them a chance to
show that the aireemont would inure to their benefit, and the result
would be, if he had to hold public hearings on all these matters, the
prolongation of the negotiations until any benefits growing out of the
agreement m{gbt be entirely dissipated. Isn't that possible?

Secreta ALLACE, Yes; I can see that that would be possible,
I would like to return, at that point, to my earlier thought, that it
would seem to me that it might be wise for responsible men in both
Partws, and representing the various elements in our national life
abor, industry, and aﬁ:wulture, to try and work out the broad
scheme of our national balance of industry and agriculture, so that
there would be a rough guide, and there wouldn't be done suddenly
that thing which Senator Reed fears. It would seem to me that the
Efx:ﬁu:ive;: position could be bolstered up by some broad outline
of that sort.

Senator BARKLEY. It is inconceivable, of course, that the President
would negotiate any treaty with any nation, involving our commerce,
without gathering from some source, through those who are in position
to make detailed investigation, all the facts with relation to it and the
probable effect of the agreement on our net result, and then, if we
put in a mandatory provision that in all these matters everybody
who suspects that he may be interested has got a right to come
down here, and be heard, it would be just like holding an open hearing
here in the Committee on Finance on every tariff bill or on every
item of the tariff, ‘

Senator Crark. It is equally inconceivable that any amount of
hearing would convince the Senator from Penunsylvania that there
ought to be & reduction in any tariff rate.

nator Couzens. Well, that does not apply to the Senator from
Michigan, although I do not believe in secret government. I could
be convinced, even though the Senator from Pennsylvania could not
be convinced. . )

Senator CLARk. I think the Senator from Michigan might.

Senator CouzeNns. At the same time, I would obfect very seriously
to having these things done in secret, without the proper hearings on
them, by the interested parties. )

The CuAIrMAN. Are there any ether questions of the Secretary?

Senator Reep. I have no more. )

The CuairMaN. Thank you very much, Mr, Secretary. Mr. Dick-
inson, T uriderstood 'Fou were to appear this afternoon.

Mr. Dickinson. That is right. ) .

The CuairMAN. Is Dr. Sayte here, the Assistant Secretary of State.

Mr. Sayre. Yes, Mr. Chairman. Lo

The CuairmMaAN. Doctor, f‘lust go ahead and make an explanation in
detail, if you will, of this bill. 1 think you had as much to do with it
as anybody else. '
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Senator Couznns. As the Chairman has said, Dr. Sayre, that you
had a lot to do with making this bill, may I ask if you are a free-trader?

Mr. Savre, Idonot know what a ‘‘free-trader” is, sir, in these days,

Senator Couzens, Well, in any days, regardless of these days, have
you ever been a free-trader, or are {iou now?

Mr. Sayre. I certainly do not believe it would be fair to eliminate
tariffs overnight, if that is what you 'mean, sir.

Senator Couvzrns, Well, in how long a Tloriod, or over how long a
period of time do you helieve that we mlg t eliminate tariffs?

Mr, Sayre, I do not know. It depends on developments—in the
next 200 years, shall we sa.iy, sir? 1 think we must be guided by
experience, I do not think it would be fair suddenly to strip away
protection from industries and groups of people who have invested
their money in them, I think we have got to consider their interests,
as well as other people’s interests.
thS:t;:?tor Couzens, But you would like to drift toward that end, is

f

Mr. S8avrE. I do not think I should say that, I think much de-
pends on what the experience of the next decades will be, I think
we must be guided by experience, and for my part——

The CuairMaN. Doctor, may 1 ask if you have at sone time voted
the Republican ticket? .

Mr. Sayre. You say, have I ever voted that ticket?

%?inator Barkrey. Don’t require a man to admit that, here in
public.

Senator Crarx. Doctor, you can refuse to answer, on the ad.ice
of counsel.

Mr. Sayri. I have no objection whatsoever to answering that.

Senator ConnNaLLY. You have a constitutional guarantee of pro-
tection along that line. )

Senator CLARK. Against incriminating himself,

Senator ConnaLLy. You are not required to incriminate yourself.

The Cuairman. Well, I know, if you have, of course you are
ashamed of it. [Laughter.]

Mr. Sayre. Let me say this, sir, I was born in Pennsglvania, in
a steel town. I was brought up in a dyed-in-the-wool Republican
family, Iimbibed Republicanism with my earliest breath, I suppose.
Until I went to college, I always believed in the Republican Party.

Seg?mtor Gore. The more you learned, the less Republican you
were

Mr. Savre. As the result of my college course, I changed and
became a Democrat, sir, and since then I have never been able to
follow the Republican Party. . :

Senatof CLARk. I have always maintained that if you educate a
Republican, you make a Democrat out of him.

he CHAIRMAN. Doctor, I want to congratulate you on the refor-
mation. Now, you may proceed.

Senator Kuyes, May I ask what college you went to?

Mr. Savre. Williams College, Williamstown, Mass.

Senator ConNaLLy, New England.

Senator Gore. Any college would bring about that result.
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Senator ConnaLLy, Did leaving Pennsylvania have anything to do
with your change of mind?

Mr, Sayre. No, sir.

The CHAIRMAN, Well, that is aside from the question. We have
asked you about politics, and so forth, Just forget it, because there
is no politics in this tarift question, [Laughter.)

Senator Gore. Just a local question,

Mr, Savre, I want to open my remarks, if I may, by reading the
last utterance of & Republican President, his last publio utterance,
which I think does lift this whole question out of politics,

Senator Gore, Yes; and he made it when the light of another
world was breaking in his face,

Mr. Savre. President McKiunley, in Buffalo, in 1901, in his last
public utterance, said this:

The perlod of exclusivoness is past. The expansion of our trade and come
merce Is the pressing problem, Comimerclal wars are unprofitable. A polioy of
ood will and friondly trade relations will prevent reprisals, Reciprooity trea-
fes are in harmony with the aplrit of the times; measures of retaliation are not.
It perchance some of our tarlffs are no longer needed for revenue, or to encourage
and proteot our industries at home, why should they not be employed toextend
and promote our markets abroad?

In that last public utterance of a Republican President it seems to
me he did lift this subject out of politics and did point the way toward
an impartial consideration of the best interests of the country, irre-
spective of party politics, and that, sir, is the light in which it seems
to me we ought to look at this question this afternoon,

I want to augg;esb, first, aomethinlg which Secretary Hull was
bringing out far better than I can. 1 simply want to refresh your
minds, this afternoon, regarding the shrinkege in world trade, which
has been going on the last few years. I have before me the figures ~f
the last few years. They show, for instance, that the total exports
of the United States fell from $5,241,000,000 in 1929 to $1,675,000,000
in 1933; and the imports correpondingly fell from $4,399,000,000 in
1920 to $1,449,000,000 in 1933. That is, voughly, from 8% billion
of exports to 1% billion. )

The CuAirRMAN. What was our balance of trade last year, if you
have the figures?

Mr. SaYRE. Last gmar, sir, 1933, our exports were $1,675,000,000.
Our imports were $1,449,000,000. As these figures show, there has
been a terrific slump in foreign trade. o

Senator CLARK. Well, in other words, Doctor, if I understand these
figures correctly, our favorable trade balance has fallen from a little
less than a billion to about two hundred million, in that period?

Mr. Sayre. Yes, sir. According to figures which I have secured
from the Department of Commerce, when our trade is reduced to
index numbers and the average of the years 1923-25 is taken as 100,
our quantity index of exports dropped to 69 in 1933. At the same
time, measured in terms of value, our export trade dropped to 37.
Again, you see what a terrific drop this is. I have some detailed
figures which I will be glad to submit as part of my statement.

The Cuarrman. I think it ought to be put in the record.

. Mr. Sayre. I will be glad to put all these tables to which I refer
in the record, sir. )

The CuairMaAN. I wish you would.



38 RECIPROOAL TRADE AGREEMENTS

(The tables referred to are as follows:)
Indexes of quantily, unit value (price), and lolal value of exports of Uniled States

merchandise and general imporls

[1023~25 average=100]
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Indexes of quantity, unst value (price), and lotal value of general imporis—Continued

(102328 nveragew100)
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Mr, Savre, Taking the average of the years 1923-25 as 100, the
1033 figure for crude foodstuffs is 32, in quantity; in value 15,
In other words, we were exporting only 18 percent as nuttch erude food-
stuffs in 1033 as we were exporting annually in the 1023-25 period.

Senator REep. In money value ,

Mr. Sayre, Yes, sir, in money value; but of course prices had
fallen, accordinglgr, the mon}eﬁr value index figure is lower than the
quantity index figure, which was 32, In finished manufactures,
moreover, there was a tremendous drop; quantity index figure, 64;
money value index figure, 38. We have thus to face the fact of an
gnprecedented and sudden drop in the foreign trade of the United

tates,
Now, what does that mean? It means that our domestic factories
and producers cannot sell their goods, and it means, of course, in-
escapably, unemployment,

Various estimates have been made as to how many American
workers are engaged in industries depending upon exports. Mr.
Farrell, of the United States Chamber of Commerce, testified for the
Ways and Means Committee last March that the estimated number
amounted to 7,000,000 persons. His testimony was to this effect:

The depression, since 1929, being one of drastic decline in buying power throughe
out the world, resulting in a serious ocurtailment of international trade, he
affected the United States more aoutel{ than most countries, and has created a
serious problem of unemf:loyment which has been a little more acute in this
country than it has been in other countries.

Seven million persons, it is estimated, are dependent for their livelihood on our
foreign trade. It is impossible, therefore, to deal effectively with the problem
of unemployment without taking into account the vital importance of our over-

seas commerce as & means indispensible to the success of the National Recovery
Act and as an aild to employment.

Senator BArkLEY, In that connection, Doctor, I think it might be

well to put in here the statement that in 1930 or 1931, I have for-
gotten which, Secretary Lamont, of the Department of Commerce,
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in an address, or in a maqazine artiole, stated that a drol) of $2,000,-
000,000 in our exportable commodities meant unemployment for
8,000,000 American working men,

Mr, SAYRE, Ve?v interesting,

Senator Gorg, 1 think President Hoover, in his Boston speech,
said that 2)% million families were dependent on foreifn trade.

Mr. Sayre. Now, I think it is inescapable that reduction in world
trade means reduction in production, We cannot escape that; and
reduction in production means unemployment. There are some
30,000,000 unemployed in the world today, forced into lives of idle-
ness, That means untold human suﬂering and misery,

Senator Gore, How many did you say

Mr, Savre, Thirty million. That is estimated.

Senator BArxLeY. You mean workers?

Mr. Sayre, Workers, and that does not include families, women, or
children; most of the s‘uﬂ’erinlg is among the wives and the children,

Again, I would like to call your attention to another fact, that
the export trade of this country is Yrovidmg o diminishing outlet for
this country’s production of movable goods. During the years 1925
to 1929 exports provided an outlet for, roughly, about 10 percent of
the movable goods produced in this country. In 1931 we did not
have a 10 percent outlet any longer. It had dropped to 7.4 percent.
Last year, 1933, that figure of 7.4 percent had dropped to 6 percent.
. Senator Gore. What year was 7.4?

Mr. Sayre, 1931, sir, was 7.4; 1033, 6 percent. In other words,
we are facing a diminishing curve in relation to the outlet through
foreign markets for the sale of goods produced in this country.

Senator CLark. Does that include other commodities, as well as
manufactured articles?

Mr, Sayre. That includes movable goods, sir, and these figures I
galfte from the Department of Commerce statement which I have

efore me.

Senator Gore. And we have diminished our exports of crude food
stuffs, more, relatively, than other commercial products?

Mr, Sayre. Yes, sir.

Senator REED. ﬁoctor, those figures that you gave, are they in
money value or in quantity?

Mr. Henry CHameRs of the Department of Commerce. The
valués in any given Eeur are on the same price level, so it doesn’t make
any substantial difference. Sirice any one figure is a ratio of all
production in any given Jear, prices of export commodities and
domestic production would be on substentially the same level,
accordingly the ratio is not to be regarded as affected by change in
prices, .

Senator Reep. So that it indicates a drop from 10 percent to 6 per-
cent—from 10-percent of our production, in quantity, to 6 percent of
our production in quantity? That is to say, a loss of 4 percent from
our total production in quantity?

Mr. Savgre. Yes; the ratio is between goods produced and goods
exported. But it must sot be thought, sir, that by means of a tariff
bargaining bill we will affect domestic production only to a very
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minor extent; because r.:are are certain commodities as to which the
export runs far above 10 percent. Take, for instance, such an article
as wheat; We normally export about 20 percent of our wheat, We
are, I believe, dependent on the markets of other countries for the
sale of about a quarter of our rice crop. The percentage of tobacco
runs even higher--about 33;6 percent,

Sonator Gorg. Forty to forty-one on some varieties,

Mr. Savre, I am lumping them all together. For packinghouse
lard the figure runs up to as high as 80 percent. Cotton, I believe,
runs up to from 50 to 60 percent. In other words, what I want to
bring out is that there are large and important sections of the country
engnged in the production of certain staples or basic commodities,
and if our export markets for those commodities fall off, it means
inovitably that those producing areas are glutted with surpluses,
Those surpluses being unsalable, there is an excessive supply that
forces down the prices, not only of the surpluses, but of the whole
amount of commodities being produced. That means that those
sections of the country, engaged in producing those commodities,
cannot get the prices they are accustomed to get. Those producers
cannot buy the manufactured- goods they ordinarily buy. That
sprends disaster not only in that community, but all through the
country, because those consumers are unable to buy manufactured

oods which they are nccustomed to buy; and again, land values are

epressed, mortimgea are foreclosed, banks face failure; so that you
have this difficulty, this trouble, this canker, spreading beyond those.
particular sections of the country, and working havoe with our whole
cconomic fabric, among both agricultural and manufacturing coms
munities,

Now, I want to hurrly, because I know how valuable your time is,
I want to suggest another thought, one that should not be lost sight
of. Ihave sﬁmken about the swiftly declining world trade, We must
not_forget the American share of world trade is diminishing more
rapidly than world trade itself. That is to sa{, if we figure out the
percentage of world trade, accruing to each of the 11 leading coun-
tries, according to the tpﬁle which I have before me here, we find
that the share of the United States is a diminishing share. In 1929,
for instance, the United States enjoyed 12.19 percent of the imports
of the world. In 1930 that dropped to 10.71 percent. By 1932, it
had dropped to 9.58 percent, Similarly, on the export side of the
picture, whereas in 1929 the United States enjoyed 15.61 percent, in
1930 the figure had dropped to 14.27; 1931, 12.57; 1932, 12,39,

The CuatkMAN. Give us Great Britain, will you? :

Mr. Savre. Yes, sir, Great Britain’s share of import trade in-
creased from 15.19 in 1929 to 16.43 in 1932. In respect of exports,
sir, it’s proportion remained fairly stationary: in 1929, 10.74, in 1931
to 9.36, in 1932, to 10.06. I have also before me here the combined.
im};orts and exports figures, )

he CarmaN. Would you put that in the record?
Mr. Savre, I will be glad to.
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(The statistioal information is as follows:)
Percentage of world lrade acoruing lo each of the 11 leading couniries
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Mr, Savep. In respect of imports and exports combined, Great
Britain’s ratio increased from 13.04 in 1929, to 13.38, in 1932,

Senator CLarx, Was that exports?

Mr, Sayre, That is imports and exports combined. The United
States, meanwhile dropped from 13.83, to 10.92.

The CaaiRMAN, Did 1 understand you to say that of these 11
countries, the United States had shown the greatest decrease, both
of imports and exports? )

Mr. Sayre, I did not say, sir, it shows the greatest decrease. I
say that its proportion is a éecreasing one. atever this country
loses, other countries must gain. )

. Senator Gore. And, compared with the other 10, she lost more
than they did, in the aggregate?

Mr. Savru, Yes, the percentage decrease, in respect of both exports
and imports, is greater for the United States than that of any of the
other ten countries,

Senator Gorn. Yes, it is,

Senator Woncorr. That would not be necessarily true, would it,
that what we lose, other countries pick up? For instance, take
China.. If you will look up the record of China, her imports of
manufactured cotton goods declined very rapidly from 1929 to 1932,
but her imports of raw cotton picked up almost the same amount,

Mr, Sayre. Yes, sir; but may I make this clear?

Senator WoLcorT, And she brought in machinery and built mills,
and was manufacturing that raw material, so she didn’t have to buy
the manufactured cotton goods in England.

Mr. SAYRE. Yes.

. Senator WaLcorr. So there are a .%ood many factors that enter
into it, and you cannot generalize on it.

Mr. SaYre. The point I want to make, is, that for the whole world
trade was decreasing. Now, I have figures showing the %ercenta e
of world trade accruing to each country, of that diminished world
trade. In 1929, the United States enjoyed 13.83 percent of such
world trade as existed in 1929, whereas In 1932, the United States.
enjoyed only 10.92 percent of such world trade es existed in 1932,
that last being much less, as I said a few moments ago, than 1929,

Sﬁtgtor Gore. China declined less than almost any country in the
wor
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Mr. Savge. I haven't China. China is not one of the 11 leading
countries which is listed here,

Senator Gore. No, I know, but China declined almost less than
ang country in the world,

" Senator Warcorr, But, when you speak, for instance, of exports of
Great Britain in 1020, 10.74, I don’t quite understand what you mean.
You mean that is the percentage of her total?

Mr. SAYrE. Great Britain's percentage of the total world trade.

B r?tet;a%or Wavroorr. Of the total world trade, not the total of Great
ain

Mr, Sayre. No. If you take the total world trade and figure out
the percentage which each of the 11 countries enjoy of that world
trade, you find that the United States suffered greater decline since
1020 than any other imgortnnt trading country.

Senator BarxrLey, Those figures show that, even if other countries
dlild not %iahn in world trade, they came nearer to holding their own
than we did.

Mr. SAYRE. Since this is a proportion of the total, whatever we
have lost, some other country or countries must have gained.

Senator BArRkLEY. It may not gain it actually in the importation
of unaccustomed goods, but it gained it in maintaining its status quo
to a larger extent.

, ‘Iillriinynm. In absolute figures, let us not forget, the whole trade
is deoc .

Senator BarxreY. Oh, yes, \ )

Mr. S8ayre. There was much less international trade in 1932 than
in 1929, but we enjoyed & smaller proportion of that smaller 1032
trade than we enjoyed of the larger 1029 trade,

The CratrmaAN. During this time of declining world trade, has
there been an increase in retaliatory tariff measures, formation of
carteés a‘xrld every other kind of device or contrivance to isolate other
countries

Mr. Savre. Yes. I think there is a reason for this. I am baldly
stating the facts. I do not think that this is contentious matter that
I am stating now.

Senator Reep. While our percentage of the total world exports
were declining, which were the chief countries which showed an in-
crease in percentage? ) :

Mr. Sayre, If you like, sir, I will read you the figures for the
11 countries, if it is not taking too much time. )

Senator Gor, England, I think, showed the most increase.

Mr. Sayre. No; England did not show the most.

Senator ReEp. Just give us two or three that showed the most.

Mr. SaYre. Russia is one of them. Its share increased from 1.36
percent to 2.44 percent. .

Senator WavLcoTT, Are these exports or imports?

Mr. Sayre. This is the total of exports and imports.

Senator WarLcorr. I understand.

The CrArmaN. How about Italfy?

Mr. Sayre. Belgium increased from 2.73 percent to 3.24 percent.

Netherlands from 2.78 ggrcent to 3.26 percent. France from 6.19
percent to 7.31 percent. Those are the leading increases.

Senator BARKLEY. That is an increase in percentage. It does not
mean an increase in the actual volume of goods.
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Mr. S8ayre, No, the volume of goods went down.

Senutor Barkrry. So it is a comparntive incrense.

Mr. Sayre. It is simply that the United States had a certain pro-

ortion, a certain share of the trade of 1929 and a smaller share as

the trade of 1932, In 1982 the total trade of the world was far
less in volume and in value than in 1029,

Senator Barkuey, Inall of these countries?

Mr. Savrn, In all of these countrios, although in some the propor-
tion incrensed, whereas, in the United States, the proportion decreased.

Senator BArkLEY. Both our percentage and our volume decreased,
wherens theis volume decreased, but by reason—-

Mr. Savre (interposing). Both the volume and value of the trade
decrensed, nbsolutely:. ‘

Senator Barkuey, The percentage in some countries increased
while the volume was going down. .

The CuairmaN, Can you give us, if g’ou have it, how many of
these reciprocal trade agreements have been formed by the various
11 countries?

Mr. Savre, Yes, sir; I am going to state them in just a moment.

May I complete what I am stating here? This fact of the declin-
ing share of the United States in the declininx trade of the world is
still more marked with regard to the South American countries, I
have before me, for instance, the decrease of trade as between the
United States and the Argentine. In 1926 the United States enljo ed
24.7 percent of the Argentine imports. In 1932 that figure of 24.7
had rogped to 13.6 percent. In 1033 it had dropped to 12.6 ger—
cent; whereas Great Britain had gone up from 19.3 percent to 21.4
percent, and various other countries had similarly gone up.

I have before me here the tables, which I won’t weary you by
reading, concerning other South American countries, Suffice it to
say that they show our trade decreased with the Argentine, with
Brazil, with Chile, with Colombia, with Mexico, when I say our
trade decreased, again I am referring to our proportion of their im-
port trade as compared with the proportion enjo¥0d by other
countries. That is, we are losing our share of the foreign trade.

Senator CLark. Doctor, have you any table to show who got the
trade we lost in those South American countries, and will you put
that in the record.

Mr. Sayre. I will be glad to. -

Proportion of imports, 1926-33  into—
Argentina:
From United States—decreased.
Bmzﬁ‘rom United Kingdom—increased.

From United States-—decreased.
From United Kingdom-—inoreased,

o
From United States—decreased.
From United Kingdom-~decreased.
From France—increased.
From Peru——inereased.
Colombia:
From United States—-decreased.
From United Kingdom-~increased.
From Germany-—increased.
Mexico:
From United States—decreased.
From Germany—-increased.
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Proporiion of ¢mporis from prineipal couniries
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JAPAN o nrenmrnnssereseroneressssmaneeeresesnnnererer tomirrvvmnnns 10,0 ﬂu‘ 3
INTO BRAZIL
2.3 30,1 1909
18.0 19,2 '?g.
12,6 9.? 111,
0.8 z. 1138,
0.4 1 ] 2
3.8 41 4,
INTO CHILE
nited States...cveunnu.. canrunenn eereviuesemsinunmnnas shsasvaen .y 22,
Qrmasy...................;.......‘...... wvisianas 12.1 M.s ﬁ:g
reat Britaln.. avue 17.2 13.0 12,1
srhenassubsdeanarIusuaya avsasmcbanassarene tuvtreusansrravne wanse 8.4 13,0 14,3
FIANOR. cocecenecnronsuunncreonnnnarensas ereseiuesemessannann cencenn 4.4 4.7 6.4
United Btates........ BN b AmA BN e TR SAAEUEe I s B anns sewheans 47.9 148.0 136.6
Great Britaln...co.vcvveirenminviaceiucnanns seveusunsrrtansdsuasnse 16.6 $18.2 ‘gg:l
GOrmADY . eecvcncecnccacrnisansncen teveustsssmsvennnicmnanruns waemas 12.8 1189 '12:5
FYaN0. coeuveencnsaconesan Cenereeiseeecssiesnvannananran PO 6.1 14,2 149
INTO MEXICO
nltad BIat88. .cvuan e cniiiiamrean e samnaiuans ceresavenssanevans . 70.5 63.8 162.9
. 4 11,6 12,2
, .7 .8
3 55 15,6

11027 (not shown separately in 1026),

39 months,

§ January-June.

& The figures are based opn money value, They are taken from U.8. Commerce yearbooks,

Again, this same idea is illustrated in this last Department of Com-
merce release—— .

Senator Gore (interposing). What is that?

Mr. Savre, This, sir, is a release of the United States Bureau of
Foreign and Domestic Commerce, Department of Commerce, issued
at Washington, D.C., March 1934, entitled **Summary of the United
States Trade with the World of 1933, prepared by the Division of
ForenFn Trade Statistics, I am reading from the table no. 15 on page
34, which I'will be glad also to insert in the record if you choose.

The CHAIRMAN. Yes; we would like that in the record.

5018084 ——d
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Foreign trade of leading couniries and lolal internatfonal trade '
[Values in milllons of the unlt specified)

Imports Exports
' pare Per.
Country oent osnt
1090 | 1089 | o33 |ONBDK| 100 | 1032 | 108 |OW
] 1093
PAPER CURRENOY

Valted Bt -.oerooc dolsr..| 430 | 3w | L0l 41 o.% natt | gl
ni ﬂldom --------- terling. . l' 8 “" E -ou-:-.
ﬁfi."%%;.‘;?iﬁ:;:::::zﬁfﬁ"’.%g:z AR AR AR (RS 1

Galted States (United States
m&'ﬁ"ﬂ"‘&""‘i}“ﬁ""i‘: ..... 00| e| o8| +10] 10| 2| ).
U iNdqm (United Klng- | @ 1 | 49
ot .{gﬁ,i;::::z:::z:::::;z R B S W &) ¥ H
2133 : “3‘"“‘“":;" 0| 0] 8] wo| | o3| 48
Uaied Xisador (Ualied Kiag: @ ol 1 i
QGO POQUOR)....o.ovve s eene 3§ 2 8 -|§ ! § et
gﬁﬁ“ﬁ%ﬂ ) total.....o dgllu... '&3? 13,088 | 11,087 | 14 s?gg 19,736 wﬁ -1
---------------------- 3 ) hd hy 1 ' A
nited Kiogdom.........---40---| 3| D] Pie| o toes| M| "BB| 3

Bouroe: OMclal reports on foreign trade of the several countries and the League of Natlons,
1 1090 averago equals 100,

Mr. Sayre, This shows that, if they are measured in terms of g;:ld,
in the Fz:ar 1933, whereas Engllish exports declined 5 percent from
1032, French exports declined 7 percent from 1932, and total world
exports declined 13 percent since 1932, the United States exports
declined 19 percent.

Those percentages are: England, 5; France, 7; the world average,
13; and the United States, 19 percent decline in this last year,

Senator Couzens. Have you drawn any general conclusions as to
the cause of that? .

Mr. Sayre. I did; yes, sir; but I want to lay the facts bofore you
gentlemen and then let us talk about them.

Senator Rexp, Will you tell us what part in the causes of that is
played in the increased costs required by the N.R.A.?

Mr. Sayre. Very small, sir, comparativley. Very small.

The CratrMaN, Will you tell us what part the last tariff bill that
was passed played in that?

Mr. Sayre. You mean the Hawley-Smoot tariff?

Senator BArkLEY. The “Hoot-Smawley” Act. [Laughter,

Senator ConnaLLY, I would not bring that up. [Laughter,

Mr. Savre. I think, myself, a large part.

I read again from this same report of the Department of Commerce
these words, and I am reading from page 12 of the report which 1
mentioned a moment ago: ,

In 1933 the exgorts from the United States were smaller in value than the
exports from the United Kingdom for the first time since 1914.

So much, then, for this picture of declining share of the United
States in the world trade.
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Seaut';)r Wavss, Has there been an improvement in the last few
months

Mr. Savre. There has not been noticeable improvement; no, sir.
There has been an increase in the exports according to value due to a
slight increase in prices. . If you figure by the volume basis, there has
not been a noticeable incrense in exports yet.

Senator WarsH. Comparing the first 3 months of this year with a
year ag, has there heen an increase?

Mr. SaYrE. That seems to be the conclusion drawn in this Depart-
ment of Commerce report. Am I correct in that statement?

Mr. CuaLMERs. Answering the specific question, the first 3 months
of this iear showed some improvement over the first 8 months of last
year, which were igut at the bottom,

Senator Gore. But that is not true when you convert values in
terms of gold and compare the gold prices now.

Mr. CuaLmens. Fven when mentioned in quantities, in certain .
coinmodities there has been a pick-up. By reason of the easier
nurshasing ability of certain other countries, because of the devalua-
tion of the dollar. .

Senator Gore. In terms of gold? 4

Mr. CrauMens, Possibly the fairest basis would be quantity, and
in quantity there are a number of lines where there has been some
pick-up. It has not been general nor very substantial yet.

?en?ator Gore. A very material falling off, if you put it in terms of
value

Senator CoNNALLY. Cotton, refrigerators, and things of that kind?

Mr. CraLMeRs, Yes; things of that kind,

Senator WaLse. In the first 3 months there has been a marked
increase in domestic consumption?

, l\tilr. CuarMers. In a number of those lines; automobiles, for
nstance.

Senator WaLsn, How do those figures compare?

Mr, CuaLMERs. In domestie consumption?

Senator WaLsH. Yes. A

Mr. CuaLmers. The figures are hardly available on domestic trade.
Imports and exports are counted at the customs houses, but domestic
trade is not. )

The Cuairman. All right.

Mr, Savre. Next I want to suggest that all countries are faced
with this problem of diminishing world trade. There are many factors
causing it. Some of the very evident factors are the high tariff barriers
which different nations are building up; also the quota restrictions
which various nations are imposing, and the exchange control or
restrictions——

Senator CraARk (interposing). Nearly all of those tariff restrictions
and quota restrictivns—I mean the whole policy—started in retalia-
tion for our tariff policy, did it not? = . ‘

Mr. Sayre. I think a good deal of it is in retaliation. I don't
think that we can s&v all of it.

Senator CLARk. Nearly all of it.

Senator Gore. We set the pace, and it was rather a merry chase.

Senator REED. A good many of them acted before we did.

Mr, Sayre. Some of them did.
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Senator Barxupy. Holland, Italy, France—it is a tarifil war all
over the world which has been geing on for 8 years,

Senator Crark. We started that war, »

Mr, Sayne. I am not speaking solely of the Hawley-Smoot tariff,
It had a high-tariff predecessor. However, we are getting into the
realm of contentious matters, 1 want to keep clear of discussing
contentious matters, I want simply to lay the facts hefore you
gentlemen, .

Now, as I say, these trade restrictions are very evident factors
making for this great reduction in world trade, some of them heing
very powerful ones which are st.ranglinf international trade, Alinost
every country of the world is facing this problem and wondering how
to meet it and meet it effectively and praoctically.
+ The movement which is most apparent today throughout the
countries of the world is a movement in the direction of cutting down
some of these trade restrictions, finding a way to pierce them, or a
way to eliminato them through th i ining.

RECIPROOAL TRADE AGREEMENTS

e moans of tariff or trade barga
The different countries, particularly in Europe, have engaged in a
very noticeable movement in the direction of qu{ck bargaining agree-
ments. I have hefore me here a list of 77 such trade agreements
concluded since January 1, 1933,

‘When I appeared ‘sefore the committee of the House, the Ways
and Means Committee, I could show a list of 68, and just since that
that list has grown to 77. Almost every day we get dispatches in the
State Department of new trade agrecments heing made or concluded
or ratified. I should be glad also to insert this list in the record.

Commercial agreements concluded and reporied since Jan. 1, 1083
{Not including renewals and extensions]

Custotns convession
Country Customs conoession only Mast-ruxggd nation | “ang m?et-f‘u‘wnud Totul
, nation
Argentina.......... Chlle (e10/21/33),t Unlted | Netherlands (3¢ C.R. | Bratil................. [
ree Klnédmgl h 1o/|ao)mol§mm (]
. O.K. 10/186).
Australia........... New Zoaland (34 C.R. |eceeninnniiiinninnieicsfiseneummemesennoscnonnns 1
Austela. qeunnn.o... Hubgary (e1/1/33), Sweden | Canada (34 O.R. 3/44).] Poland................ 4
* T rah TN da { .
Belglum...o....... Poland......c.ccovvrvennnn. Avgentinge...ccerninne Ng A #ﬂand (3¢ C.R., 3
Bratil.............. reeaenceetmniaaeessnonranas Turkey, Latvia, | Argentins, Uruguay... 0
Qreeco, oslavia,
Portugal, _Estonla,
Syria, and Lebanon,
Bulgarla........... Turkey (34 C.R, 13/200)c..{..conrceeenaecinennaea| GOrmMaNY. . cov.n....... 2
Canada......cooviifianannarranancancnncareonnss Austria, Germany.....| France restrlcter{) 3
Chileeeeeen........ Argenting, Cuba.......... Czechoslovakia........ ngl‘m)ny (31 4
Colotmbia.e........ VBHBEUOI e eeeeeevceeonnloceinmsveesunseaseonnneslescomeonn  eeeavenenens 1
Costa Rica......... FIBO0O. .coenneencnnnneccae German,v Italy (34 | France (most-favored 4
C.R. 7/108). tion, by Costa
Cu Chile , Riea only). 1
Crechoslovakia.....| Switzeriand (34 O.R, | Chile.. .. --22222 .7 ["Poland (34 C.R. 16/253) 4
8!%4).‘ “t)}ormahy @4
Denmark.......... Poland (34 (o TET V1T YO IO Unlted ml% ingdom, 3
' »
Estoni. eeeeevonnnn United Kingdom, France.| Beagil... ...cconuee... Spain (3¢ C.R, 7/108).. 4
Fluland.oo 2700 France, United Kingdom. Ul diai GH O . Spain G4k 208§
1 ¢ signifies date on which agreement became sffective

1 C R, refers to Commerce ; thus 34 ©
where this agreoment i3 npom:!. '

‘ J
.R. 10/158 rofers to Commerce Report (1034) no. 10, p. 166,
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Commercial agreements concluded and reported since Jan. 1, 1988—Continued
[Not including renswals and extensions)

Customs ¢onoession
Country Customs conoession only M‘”""‘:‘,ﬁ;" natlon | Seh “E?fgvou Total
3
FHIDM. .cocooiuead] Bw w:nd.uﬁ%t: %lm. Turkey (restricted)...| Osnada Wtr ctt:g)) 1
‘ gmgmma. ' Italy &R, 5{93. "I
08Y..er-e....| Netherlands Unlted | Urugun Canda, | Yugoslayls (e/8/1 and 1"
Germany % ot %'sxi‘nh‘. l‘rt‘! e Rioa. ! ) %‘vr‘é‘
wr n§, tachoslovakis, gl?ﬂm" (
'oland, I y. ) si )
M“Amtrla L 11| PO S oot }
(] ) 5PN D T P Y wonlegavgnugespnannvannans .
«E}nﬁq Yo cosserumannensannnennnnsen et 00 Unlied Kingdom .o 1
DUl oviv vanuines SaErisissbunusiduinuunundian]a ‘8;;6;; .......... “euse ll’lh.....-..--.. - %
{:ﬁ’:f nnn "F’x;; 'ﬁg)i.' Germany (34 C 1.’ Russin, Costa Rica. . 'iili:%;)iﬁiﬁﬁ O 1) ]
B, ernnernc]onnoynennssscosssncsnnesensslemneesnns OTSOVITSPRORUN I 1Y, R 1
m:vln ............. Unifed Kingdom........ " Brasil, Russia... ..ot lﬁh&rnﬁ SRy H
Ithuapla.......... Cerarsasnsnmennsrnonen senn femsierenneranssen ravens LatViB. ccvnnrenn.n.... i
etherlands........|" Germany, Poland (34 C.1R\| Argentina, Vetmen. .|, o rreevenn——— 4
New Zealand.......| Australis..eeeenenn....... Norw;ay (% C.R. 19 | Belglum..............| 3
NOTWAY . eevseonenns United Kingdom, France..| Iray, Ne and.....|....... hevbeerinereaan 4
Perolac i e g om, Trancs.. poﬂ}m%&%ﬁlmm).. 1
Poland...... o Belqlnm,mrmny, Neth- | Persla, United States . Amn“r{u. Crevhosio. 9
etlands, Denmark, Swit. vakia,
zerland, :
l’i?:?n%ila o g e Bravll..... versamnesan. Riaig }
HUSSIR .« eeerermnns aneo(sa%'.ﬁii}iié)'.’::: xtalgémﬁmmx“ v ——— 4
C.R, 18/238),
gagﬂ: Arabla.......|. Udttaaaereressensmsaasesss United Btates.........|. Estoiia: Fragea:s:w=" ;
Sheden. .ol Uxf&gﬁfﬁi&éi&ﬁﬁi&}'.'f.'.':ff.'.'ffff:f.'fff.':f .......... PR 3
Bwiteerland.... ... France, Rumanla, Gg- ....................................... eearen 3
gsny. Caechoalovakia,
oland (34 . R, 14/220),
gytla ANALODANON. ... .o vierareaaransnaennn Bmﬁ... ........................ Caedvmerrenaas 1
(117 N, Bulgaria..... csenranne Bgmo.( danoe [T DR 3
United Kingdom...| Finland, Tatvia, Argen- | Russia 31'0.3. 12/189).] Denmark, feeland..... [
tina, Estonfs, Germany,
Norway, Sweden,
United States. .....|....cccovimrnnrnnns P%?ggh%audumbh. cavnrrntetnan vessnveetns 3
UNIgUaY . ...oeeen| v eneeesieeennnns Germany. 2
Venetuela.......... Colombia (34 O,R, 16/289)..1............. 1
CIMOh. ... caiannnn. ( ....... vomanouan Netherlands.. 1
YUROSIAVIBeu e eeeeefenmeneemansnon e Brazil 2

The Cuairman. Do you know whether or not, in the making of
those trade agreements under the laws of the respective countries
they can do it uickly, or do they have to have hearings and so forth?

Mr, Sayre, Essentially they can do it overnight, almost, in many
countries, The procedure differs in different countries. In the
majority of the European countries the executive can make an agree-
ment reducing tariffs to come into effect at once. In many of the
European countries that agreement, which comes into effect at once,
requires some kind of parliamentary ratification ; but, in the great
majority, that parliamentary vatification is a matter of form,

n almost all cases you have the parlinment ratifying as of course.
In some countries the agreements come into force if the parliament
takes no action, That matter differs in different countries. I have
before me a list of the procedures in the different countries, I wen'’t
bother you to read it.
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The Cuamman, Would you put that into the vecord?
Mr, Sayre. I shall be glad to.

RuavratioN o CustoMs TARIFFS 12 FonrtaN COUNTRIES BY ADMINISTRATIVH
OTION

MEMOUANDUM AND SUMMARY TABULATION CONOKENING ‘' REGULATION OF (USTOMS
TARIFFS IN VORMIUN COUNTRIES BY ADMINISTRATIVE ACTION "

The attached table presents a summury and revision to dnte of a complla.
tlon published by the United States Tariff Comuntssion under the above title
in 1082, The table shows power over tariff rates delegated by tho leglislature
to the executive branch of the Government or which are known to be exer.
clsed by administrative action in the different coufftries, No attempt has
been made in this tabulation to interpret indefinite constitutional provisions
(such as * general welfare” clauses, ete.), under which the Hxecutive might
assume authority to restrict ov prohibit finports or exports, whethor hy taviff
changes or other means.

RELATION DETWEEN THE DXEOUTIVE AND LEGISLATIVE BRANCHEN

When the executive power is menttoned in the accompanylng tubulation,
the reference is to one of the following types of administration:

1. Bxecutive legally independent of the legislature as in the United States,

2. Bxecutive independent of the legislature in actual practlee,

8. Bxecutive dependent upon the leglslature, as in the British parllamentary
form of government,

With regard to the second type of executive there has been n widespread
tendency or practice in recent years to assume emergency powers over the
tariff and other measures affecting foreign trade.

In countries with a parliamentary or cubinet form of government, where
the ministry iy an essential part of the leglslature and its acknowledged leader
in matters of policy, administrutive tariff chunges are vietunlly assured in
advance of parliamentary approval, Accordingly, in compuring the practice
in different countries with regard to the question whether leglslntive ratifica-
tlon is or is not required before executive tariff changes eun tuke offect, it s
important to note the distinction betwecn purllamentary and congrossiohul forms
of procedure. Under the purllamentary or cabinet form of government, the
Prime Minister necessarlly communds a arlimentar{ maojority, In such
comitries the requirement of legislative ratification wanifestly does not impose
a vestrletion upon executive action comparable with the same requirement
under & congressional form of government, where the Chief Kxecutive may or
may not be supported by a majority of the Congress,

It must also be remembeored that in countries where many or most of the
effective tariff rates are fixed by commercial treaties, such rates cannot be
changed, even by the legisluture and executive combined, during the life of
the tréaties concerned, without agreement with the countries entitled to the
treaty rates, A recent practice concerning such conventional duties has been
the bargaining for mutual release from treaty-bound rates,

RESTRICTIVE MEABURES OTHER THAN TARIFFS

In addition to tariff dutles fmport trade has been restricted vv controlled hy
other measures, such as import quotas or prolifbitions; import restrictions with
or without n system of lcenses; import monopolies; foreign exchange control;
milling or mixing regulations: and increasec fees and restrictive regulations
of various kinds, Under present conditions import quotas and exchange con-
trolhmeasures may be even more effective trade barriers than taviff rutes as
such,

Quotas or import permits are imposed in 4 nwber of countries by the execu-
tive, elther under speclal legisldtive authorization, or under general exccutive
powers, These permits may be used to control trade balances, or to apply
retaliatory raeasures, and the apportionment of imports under quotas may also
be used to conclude and enforce reciprocal trade arrangements. Among the
countries where import quotas are used for one purpose or another are
Austrin, Belglum, Chile, Czechoslovukia, Hstonia, France, Germany, Greece,
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Hungary, Italy, Latvia, Netherlands, Poland, Rumania, Spain, Bwitzerland,
Turkey, United Kingdom,

Restrictions on forelgn exchange transictions are applied in many countries,
In reveral Buropean and Latin Ameriosn countries control of foreign exchange
transactions v oficlally exorelsed through the central bankin system, Among
the countries u;g;lym restrictions for control of toreign exchange are Argen-
tina, Austria, Brasil, Bulgaria, Ohile Colowbia, Czechoslovakia, Denmark,
gntonla. (i!yeecgi Glormany, Hungary, Italy, Latvla, Norway, Smin, Turkey,

ruguay, alavia,

'rgu facilitate trudz with countries exercising control over fovelgn exchange,
other countries which do not reatrict forelgn exchunge transactions follow the
principal of compensation trade (paying for fwmports by exports) and have
entered Into clenriig or compensation agreements with countries restticting
cnsh payments for imports,
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Regulation of customs tariffs in foreign countrics by administrative action g
In the countries listed below tariff rates may be changed by the executive branch of the Government as noted in colmmns A te F:
" Are treaty rates enforcible by%nﬂn‘ wi:hgnm"‘ to the legistatire? -
D—Are treaty rates enforcible by the Executive provisionally, pending ratifiestion of the treaty?
E—Can the change tariff rates without limit as to amount?
F—1Is there a special ission or similar ageney to advise on tariff changes?
Country A B C D E F Remarks
Argentina__.__.__.._.| Yes. Yes: ceeoee-ef Not .. | Notspecified_.___._.} ¢t Althoagh duties mumusm'“:am..ﬁ §
i ap-
i hsnﬂlww;i o Q
1 To penslive diseri duties up to 15 percent ad valerem g
may be appled on Cuty-free imports, or incresscd upte &
50 pescent ad valorem. >
Austealis ... e Yes._ %ﬂ ¥“ Yes; a tariff board___| s . of the pek othe ol
ustria. . ooeoeooan SO SRR SEO—  ( s, Not specified________|  Previous approval principsl comm:tive logislsture
A © isrequired and, upon demand by 36 of the membersof thecom-  H
m%hmn m-ﬁtlﬁm‘f g
Bowever, this provision does not spply to the tariff snd ether} S
decrees which the present “Government™ bas isged within 02
powers. . Thak even sch deseus shouid e 1¢ Shabr e 3
powers. even such dectees should later be te ©
N ¥ . - the legisiatare and he revoked if it 2o desssnds. g
ey Noo.._| es. Ne. s No._.
m Tl Yess Not known_| Not known_| Y i No ¢ The Expeutive has powor under the tariff to regulate or probibit &
Brazil Yess Yes* Ys Not specified___ S’l—'ln : l-—d&“ cantrol <]
- - - = T -é%mb’%‘mﬁ t-é chenges have been g
¥ N N - Yes: Yess z‘“m&"‘“wﬁ -d ofthe
Bﬂm. ——— S ——ommm——-] : es u:um fixved ratio betwern m valoe
wmemmmeeeeef XS ° - = = article. ‘These rstes must be in effect 3 menths befare revised
l%‘ i th‘ mgwc-tm:mag
which chairmap of Parliamentcry an
Y - Ne® ¥ . nanee snd on ,_%I.dc,mm
Canadsa. yes. es. (] s ‘The executive government in
the eabinet) may reduce rates or on free In-
Chite. ... n Not specified_.___.__| 1* But s recent provisicnsl sgresment reducing certsin rstes was
"""""""""" Yes. .. No - No not‘ itted to the legisiatare before enforcement.




China. -] Neo. No No No. No. Yes i2

Colombis Yesua__ (L)) - ..} Ne Not sepeified________
Costa Rica_ “Yes. L T Yests -] No___

Cuba . Yes ¥ . Yes. Yes. Yes &
Czechoslovakia_ ___... Neo..._.. Yes™ __{ Noo.eoo-o...| Yes> ______| Yes i -} Ne_. -
Denmark. ... . ...} No.._._.. No...___| No. Ne...

Ecuador. ... [ Yes® _J ___._____ Not known _ Neo=z No__

gt i vl

Finland_____ Yes 5. No._.....|No—__..___|Nem _____ No_

France. ... No.._..} Yes._._. No. Yes. Yes 2 No.

Germsany %. Yes = Yes ¥ YesT_ Yes .| Notspecified_.______

u To penalize iminati duties up te 15 pareent ad
may be applied -free imports, sod duties may be i
h.uptoa byﬁ‘t’;m tlﬂs&tuueu;‘;
on
dmiam by2S these changes sve suther-

reduoced percent;
mmmw&mmmhsmmum
through later tariff

wmmummw
WMM on fondamental teriff

l3‘1‘ diseriminations.
mmm m-um“ﬂutb

= s ""&
uwmmn m.'ﬁlm

“&mmﬂ this power ta expire Jane 30,
* But minimum bergaining rates are fixed by Parfiaoent.

2 The Executive is also given authority to regulate and probibel
2 The Executive may ineveass or reduce rates by as much as 58
percent sad 30 percent, respectively.
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c .

D

F

Remerks

Yes.

Yes?

Yes

Greeed... «cceocaeaen

No» __.

Yes %

Yesn__

Not known

Yes . ...

Yes generally *_

Not specified. .| ¥

Yes> ]

Yes 3

No......

No.

Mexica . .______

Yes» __

Yes 3

No.

Yes.

Yes® ...

2

Not specified. .

Yes_

). [ I——

Neo.

Yes®__

Yes.

Yes¥

Yes.

No. ...

Ne.

Yes

Neo._.

Yes®_

No.__...
Yegu___

No..._..

No ..
Not known.

No..

-

Yes ...

[ S

"“l'ln maximum rates increased tenfold in 193
baummmm l‘mhﬁwg

muwmusmss
mm&m

and tresty rates maust
tmmmmmmuﬁ chatiges comtained in &
treaty is contingent upon similar action by the other perty to

"‘"ﬁm imcroems n dusy (o be mre tomoed when-

o require)
mwummmumm

tariff ineresnes on geads

swtaxes on goods from
ﬂm:is taxiff investigstion Aceovding to
hhh:ﬂu&u.ﬂnm te.;‘tha-:
executive anlimited power over rates, imcinding mnpert
!mm,mmummmm
Cangress ta mwa‘m
of uwummn
tctnemh&

Parif Commision custozmarily recomnends

sdministration asticles
from alf and articies not in the Netberiands
mm M
* There is a tariff connnission.
-hmmmmgmcm&m

dectared certain basie
< A treiff to damvemmmu-sm
by the exscutive with tBe advice of a congres-

been
sigpnsl committes.
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Paraguay. Yes®S__. do. Now Noe. & Changes azre ed to the legisiatore after
Potand._._........| No......| Yes®._ | No. ... Yess._____J(®. ... No. . .............| © The administratin by mimisterial decree mray rednee or
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Senator Wavren, The Chairman of the Tariff Commission sent me,
today, and I assume to every member of the committes, & memo-
randum showing what the procedure was in every country of tho world,

Mr. 8avng, I think that is different from mine. May I insert that
in the record, also?

Senator WaLsu, Yes, May I ask you aggroximutely the number
of commodities that are dealt with in these 77 aggreements?

Mr. 8avre. I could not say off hand, but they are quite extensive,
They cover a very large proportion of the trade of the world carried
on by those countries,

Senator WaLcorr, That is, in this list that we got this morning,

Mr. Sayrn, It is a fact, then, that the prevailing and the common
practice in Europe is to negotinte these trade agreements almost
over night, that the executive has the power to put them into force
at once, and they can, therefore, be accommodated to shifting channels
and currents o foreifn trade, for, lot me say, never before in the
history of the world has foreign trade been shifting its currents so
rapidly as today. Never before has there been a time when we
needed this power to make trade agreements as we need it today.

Senator CLarkx. Of course, we are entirely exciuded under the
present situation.

Mr. Savre. Under the present situation we are powetless, We
know that if we approach another dountry and talk about a trade
involving any kind of a tariff change, we are told, “ Well, it will take
you 6 months or a year, perhaps, to get the matter up hefore the Senate
and then what?” = We cannot promise a thing,

. The Cuarrman, Well, Doctor, I am not going to ask these ques-
tions, because there is no use of repetition, and the committee can
read it, but before the House Ways and Means Committee you gave
the committee a historical sketch of what we have done with refer-
ence to this matter throughout the years.

Mr. Sayre. I would be glad to do it now, )

The CHAIRMAN. I am not asking you to do it now. It is already
in the record.

Senator CLark. I think it might be well to put it into the record
now as the doctor’s testimony before the Senate, so that it won'’t
be necessary to read the House Ways and Means Committee record.

Mr, Sayre. The testimony before the House Ways and Means
Committee can readily be inserted. [The matter reforred to appears
at the end of Mr. Sayre’s testimony at today’s session.

Senator WawLsu. To prevent your repeating it before this committee.

The Cuamnman. Doctor, have you finished? If You have, I want
to ask you some questions with reference to this bill, .

Mr. Sayre. I have one important thing more, I should like to
ﬁroppse, before.I am through, some amendinents in the way of clari-

cation of the language of the bill.

I think maybe you had better ask your questions, if \‘40“ like, now,
or I can offer those amendments now, whichever you choose.

The Cuammman, What I wanted was to ask you to give us—you
had a good deal to do with this—just exactly what this bill does.
It gives the lBower to the President to raise or lower these rates 50 per-
cent, to make these reciprocal trade agreements, and so forth,

M. SavrE. Yes.
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5 Th(!?GHAmMAN. They are based upon a certain principle, Mr.
ayre
Mr. Saynu. Yes, sir.,

The CHAtrMAN. Won't you explain to the committee, then, what
{s the yardstiok that you are ﬁolng by?

Mr. Sayre. I will be very glad to.

Senator Warcorr. Mr, Chairman, why not let him state a con-
crete example of the way this might work, as an illustration, and then
go on and explain from that?

Mr, SAYRE. Porhaps I had better do what the chairman suggested;
and that is, just say, in a word, what this bill really does, what it is
aimed to achieve in the light of what has been done before——

Senator WaLcoTr, And then give us an example,

. Mr, SbAnvlmm. This bill combines two features, it seems to me, of
former bills.

In the first place, it includes the feature of tariff bargaining by
Executive agreement. That is something which was achieved in the
MoKinlegv tariff of 1800, a bill which, you remember, authorized the
President to negotiate agreements with different countries, to agree
on the maintenance of certain specified commodities on the free list.
You remember the bill authorized the President to impose discrimi.
natory specified tariffs on specified objects in the case of the coun-
tries which were charginqg to quote the language of the bill, ‘‘unequal
and unreasonable duties.

The CrairmaN. That was the McKinley Act.

Mr. Sayre, Of 1800.

The OuairMAN. Did that bill provide at that time that those
agretzn:le?nts must come back to Congress or that & hearing must be

ante
ngr., Savre. No, sir, That bill did not provide that the matter
should be referred back to the Congress; it was limited to this: In
the first place, it covered only specified commodities, In the second
place, you will remember, it said that these specified commodities
should be on the free list, but if the President should find that the
foreifn countries should charge, to quote the language of the act
“reciprocally unequal and unreasonable duties against the United
States’’, then it authorized the President to impose duties, specified
duties, on these specified products.

Senator Rexp. What were those specified products, Doctor?

Mr, Sayre. Sugar, molasses, coffee, tea, hides, raw and uncured, or
any of such articles,

enator CLARK. Irrespective of what the particular commodities
were, from the legal or constitutional standﬁomt, there is absolutely
no difference between the power granted in the McKinley Act and the
power granted in the pending act? . .

Mr. Savre, I would not go so far. I should say there is a differ-
ence, I want to bring out what the difference is in just & moment.
This act is what we started with; we built on_this, adding in H.R.
SAGSt’? additional features to what was already done in the McKinley

ct.

Senator CLark. That is perfectly true, but the essential feature of
both is the power to impose duties, ) .

Mr. SaYre. Yes. Under the President’s finding that a rate is
unequal and unreasonable, whatever that may mean,

L3
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The CratrmaN, That was an act that gave the President the ‘pnwor
to i(:ili(gease rates under certain conditions upon certain specified com.
modities,

My, Sayre., With respect to countries that charged unequal and un.
reasonable duties.

The CuairmMaN, What is being added here is to allow this adminis.
trution to reduce by 50 percent or increase by 50 percent——

Senator Crark (interposing), The power itself is essentially the
same thing us in the McKinley bill,

Senator Gore, With this exception, that the MoKinley bill gave
the President the power and made it his duty to act. ,

Senator ConnaLLY, Did the act of 1890 ?we the President any
power after he once raised the rate, to lower it, in the event of these
countries changing theirs?

Mr. Sayre, He could withdraw it,

Senator ConNavLLy, That is what I am talking about.

Mr. Sayre, Yes, sir, ‘

Senator CoNNaLLY, But that act essentially gave him the power to
raise them or lower them under certain conditions? .

Mr. Savre, Yes, sir, But they were on specific commodities and
specified rates.

._Senator Gorsu. That same act was discussed in the case of Field v,
Clark, vs to its constitutionality.

Mr, Sayre. Yes, ‘ .

The CuairMan, Wasn't it easier in those days to deal with sugar
than it is in these days?

Mr, Savre. It #eems so. &Laughter.] .

Senator BArkrsy, All of those powers, however, were to be exet-
cised bg the President.

Mr. Sayre, Yes, sir,

Senator BarkLey, Without agreement with any other country,

Mr. SaYRE. Yes, sir,

Senator Barkrey, Whereas this presupposes an agreement. .

Mr, Savgx., Yes; but let me add to that statement this: Under the
act of 1890 the President, in pursuance of authority given under the
act, entered into reciprocity agreements with other nations, agreeing
not to raise these duties, in return for agreements on the part of the
other countries, the foreign countries, not to charge unequal and
unreasonable rates against the -United States, So that under the
act of 1890 you have this process of various bargaining through
Executive agreement. ) )

Senator BarkLEy, The only difference is that in those cases the
agreement imposed on the other country an obligation not to increase
barriers, whereas these agreements may impose on it an obligation
to decrease. o

Senator CouzeNs. But there was no power, as I understand it, in
the President to reduce rates fixed by Congress. - .

Mr. Sayre. These were free goods, you understand. The President
did have the power to impose :ﬁher rates, that is, to impose tariffs.

Senator CouziENs. They were all on the free list, ttnen?

Mr. Sayre. They were free-list articles that were involved. ,

Senator GOre. And the duties were fixed, and they either went on
that rate or came over to that rate? There was not any variation?

Mr. Sayre. Exactly.
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Senator Crark. Did President Harrison submit any of these recip-
rocal agreements, of which you speak, to Congress?

Mr. Bayre, No, sir. They were Executive agreetnents.

Senator Gore, Were there any cases?

Mr. Sayre, Yes, sir. The aot of 1800 went before the courts in
the case of Field v, Olark (143 U.S. 649),

Senator Gore. That case did not involve the present point, did it?

Senator CoNNaLLY, That is the very point that it did involve.

Mr, 8ayne. One of theso reciprocity agreements was challenged.
The cry went up that this was an unconstitutional exercise of power.
Here was the President delegated by Congress with treaty-making

ower; here was the President delegated by Congress to do rate fix-

ng; and the ory went up, “This is unconstitutional. The President
surely cannot be delegated with such power by Congress.”

Senator Gore. In that case the point upon which it turned was
that Congress had fixed the formula, and the President had to ascer-
tain the fact and, after he had ascertained the fuct, upon such ascer-~
tainment he was vested with power, and they make the point that
this bill does not prescribe a formula. )

Senator BArkLEy. That bill did not provide the formula of facts
which the President had to find.

Mr, 8ayre. The President had to find as a fact that the foreign
rate was reciprocally unequal and unreasonable. I have the langua%o
of the Court before me. 1f you like, I will read from it, although it
is too long to read it in its entirety., Let me just read a sentence or
two. I am quoting now from the opinion rendered by Juatice Harlan,
speaking for the Court:

The words ‘‘he may deem’ in the third section, of course, implied that the
President would examine the commeroial regulations of other countries producing
and exporting sugar, molasses, coffee, tea, and hides, and form a judgment as to
whether thex were teciprocally equal and reasonable, or the contrary, in their
effeot upon Amerioan products.’

Senator BArxLEY, So he did have a discretion to determine,

Sorator Orant, Mey I insert the | i 2

nator CLark, May I insert the language appearing on p
lines 8 to 12, of this pending bill, the following: e &

The President, whenever he finds that any existing duties or other import
restriotions are undul‘v 3urdenlng and restricting the forelgn trade of the Un?t%d
n

States or that the prineiples above declared will be gromoted by the use of the
powers herein conferred, is authorized from time to time—

To do certain things, )

Mr. Sayre. Here again the President must make a finding of fact,
end he had to make one there, ‘

Senator CLARK. It does not seem to me that the finding of fact
required here is any more vague or any broader than the finding in
the McKinley bill or in section 338 of the existing law. .

Mr. Sayrp. That was what I was going to suggest.

Senator CLARK. I am sorry to interrupt you.

Senator Gore. There is this furthemoint—-—-—u )

. The CHAIRMAN (interposing). We will have that opinion or deci-

sion in the record, if it is not too long.

Mr. Savre. Yes, sir,

Senator Gore, When the President had found the facts to exist,
the Congress had prescribed and fixed the duty.
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Senutor Barkuey., No,

Senator Gors, Yes, )

Mr. Savre, Yes; Cnngms did, in 1890. I am going to come to
some other cases where ¢ oy did not.

Senator Gore. Read the part where the President-——

Mr. SayrE (interposing). That is, you wish me to read the lan.
guage of the act?

Senator Gore. No. Read this case of Field v. Clark, where it in.
volved the agreement as well as the other phases of it. I do not
remember that it involved an agreement. I want to know if it did.

Mr. Sayre, The case came up, if I am not mistaken, on one of
these reciprocity agreements, |

Senator Gore. No. You just read the other phase.

Mr. Savre. You mean to read what I read before?

Senator Barxroy. Read that part of the decision holding that
Congress had the power to delegate to the President the authority to
make agreements,

Mr. SAYRE (reading):

What has been sald is equally avp’Plloabla to the objection that the third sec-
tion of the act vests the President with treaty-making power. ,

And the Court found by its opinion that the third section of the act

of October 1, 1890, is not liable to the objection that it transfers
slative and treaty-m power to the President.
hat is on pages 693 and 694, )

Senator Gore. That is what I was interested in hearing.

The OuarMaN. All right. Please proceed.

Mr, Sayre. The act of 1890 was followed by the act of 1897, the
Dingley Act. That is a very interesting act, compared with this
resent 1L.R. 8687, because it had this same feature of tariff bargainin
y Executive agreement in one of its sections, section 8. Section
and section 4 are interesting, because section 3 provided that the
President, throrgfh Executive agreement, migll:t modify rates down-
ward without erring those agreements back to Congress for rati-
flcation, whereas section 4 provided for the making of agreements
which had to be referred back to the Senate for approval. Under
section 3 the President was permitted to enter into negotiations for
commercial agreements, for concessions, and to reduce duties. Again,

however, there were specified duties.

The CHairMAN. What were they on?

Mr, Saygre. I have the language right here, and I will be glad to
read it to you [reading]:

Argols, or orude tartar, or winelees * * * Crude brandies or other spirits
manufactured or distilled from grain or other materials * * * champagne
and all other sparkling wines, * * * still wines, and vermuth * * *,

And certain’ paintings and statuary, or any of them. Those were
the commodities which section 3 dealt with, Section 4—

Senator Gore (interposing). That is the one on which he could
reduce the duties?

Mr. Sayrp. That is the one on which he was authorized to negotiate
for the reduction of duties. ,
_Senator CLark. Doctor, you are an excellent lawyer. There is no
difference in legal contemplation between the authority to reduce on

one rate and on another rate,
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Mr, Sayre, I am simplf, laying the facts before the committee,
and I hope the Senators will draw their own conclusions.

Senator Warsu, The only trouble with this question is that we
Demi?iomts did not appreciate these powers until we got a Democratio
President.

Senator Conravrvy, It is only for 3 years, so it cannot be abused.

Senator Reep. That will give a Republican President 6 months to
work on it. [Laughter,]

Senator BArxkLeY, Yon must be expecting to extend the time of this
act for 15 or 20 years. [Laughter.]

Mr. Sayre. Under section 8, which was limited to these specified
commodities, the President was authorized to lower duties b){ m
Executive bargaining agreements whenever—to quote the language
of the act—*whenever the government of any country or colony
producing and exporting to the United States the above-mentioned
artioles or any of them, shall enter into a commercial agreement with
the United States and make concessions in favor of the products or
manufactures thereof which”—and I ask you particularly to notice
the following language, because it furnishes the yardstock which again

ives to the President e wide discretion in his action, “which in the
judgment of the President shall be reciprocal and equivalent.”

b?ow, you see what a wide discretion under that section 3 of the
Dingley Act is conferred upon the President, Who can say when
tal;i‘? tlreabt‘;nent of one country to another shall be reciprocal and
equivalen

qlt gives the President the widest discretion and judgment.

Senator GEorgE, Was that also passed ugon by the Courts?

Mr. Sayre. The act was several times before the courts, but so
far as I know the constitutionability was never directly passed upon.

Senator Georgp. That is all right. I merely asked. You need
not give the citation. )

r. Savae. Under section 3 of the Dingley Act of 1897, in pur-
suance of the authority conferred thereby, the President negotiated
bargaining agreements with many of the countries of the world, with
France, with Germany, Great Britain, Italy, Spain, and so forth.
None of these executive agreements was submitted to Congress or
to the Senate for ratification. They were acted upon, in brief—

Senator CLARK (interposing). Do you know if any question was
raised in the Senate about the constitutionality?

Mr. Sayre. So far as I know, I believe not in the Senate. Do you
mean after the passage of the Act?

Senator CLARrk. Afterit was put into effect. )

Mr. Sayre. I think not, but the reciprocal agree nents did come
up for adjudication in the courts, and I have a list of court decisions
upholding and enforcing these agreements. That is inserted in that
brief of mine in the. Ways and Means Committee, which I believe,
as you just suggested, will be inserted into these hearings. These
decisions will be included [the material referred to appears at the end
of today'’s testimow].

Senator WaLsu. What was the length of time in these agreements,
on the average?

Mr. Sayre. I cannot answer that offhand,

Senator Wawsh. Did it vary?

56160—34—8
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Mr, Sayre. It varied.

Senator Warsu. With the different countries?

Mr, S8ayre, Yes.

Senator BArxLey, Was there any limitation in those acts upon the
authority of the President?

Mr. 8ayre. No, sir,

Senator BArRxLEY. They were indefinite, and existed until some
future acts repealed or modified them? ,

Mr, SBAYRE. Yes, sir.

Senator CLark. None of those acts to which ‘}you have referred
provided for anﬁ public hearings by the President

Mr. Sayre. Not one.

The CnatrMaN, They must have been confronted with the same
situation that we are now in with reference to high-priced wines,
before the pnss%ge of that act.

Mr. Savre. Yes, sir. People drank wine even in those dairs
(Laughter.] Now, I have suggested that one feature embodied in
this bill, namely, tariff bargaining by exeoutive agreement, is nothin
new. It has been done before. It is practical and serviceable, an
its constitutionality has been tested out by the courts.

No decision of the Supreme Court or of any highest court exists
denying the constitutionality of those acts,

I may add also, because it is interesting, that under section 4 of that
same infley Act, which provided that with regard to commodities
in general, treaties might be made, which had to be referred to the
Senate and to the Congress; treaties were made, important treaties,
but not a single one of them was ratified. .

Section 4 was a dead letter. It proved utterly impractical, ‘

I have been suggesting, then, that one of the features which this
bill :mbodies is the feature of tariff bargaining by Executive agree-
ment,

There is another feature embodied in this bill, and that is tariff
adjustment by the President within a 50 percent limit, .

ay I say just a word about this second feature? It, again, is
nothing new. We have done it before, Even Republican adminis-
trations felt that that was a wise thing to do. In the Fordney-
McCumber Act of 1922, section 315 contained the flexible tariff pro-
vision, of which we have heard so much discussion in connection
with this bill, and section 315 was, in offect, reenacted, with some
slight changes, in section 336 of the Smoot-Hawley Act of 1930,

he CualrMAN. That was started as a temporary measure, as I
understand it, to last 1 year or 2 years, '

Mr, Savre. And also, as originally drawn, it was not based upon
the difference in the cost of production when it was first proposed in
the Senate.

Senator WaLsz. Wasn't it urged as an emergency measure, due to
thtu)h%ht of the agriculturalists of the country at that time?

Mr. SAYRE. I believe it was, ' '

hSenator Georce. Due to the depreciated condition of the ex-
changes.

Senator ConNaLLY, We had an emerﬁfncy tariff act before that.

Mr. SaYRE. In that act, and I speak now of section 315 of the
Fordney-McCumber Act, though the same thing is true of section 336,
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the flexible tariff provision of the Smoot-Hawley Tarift Aot of 1030,
the President is authorized to modify tariff rates within a 50 percent
limit—and it is provided that an examination shall be made by the
Tariff Commission, but note that the President is not compelled to
act in accordance with the ﬂndinfs of that Tarlff Commission. The
President is free to reject that find nf;, the responsibility, the authority,
resting upon the President and exclusively upon the President.
- Senator Gore, Which act are you spea irf‘g of now?

Mr, Sayre, Both the act of 1922, the Fordney-McCumber Act,
m'uil the existing Smoot-Hawley Act of 1930, the flexible tariff pro-
vision,

Again the cry of unconstitutionality was raised. It was said to be
an unconstitutional delegation of power; the question was fought
again through the courts, and carried up from one court to another
until it finally came before the Supreme Court in the case of Hampton
& Co. against the United States. In the Hampton case the Supreme
Court held again as they had alwa{s held before whenever passing
on acts like this that it was a constitutional delegation of power.

As Chief Justice Taft, said in rendering the opinion of the Court in
the Hampton case, on R\age 4006 of the opinion—

Senator ConNALLY., That was construing the act of 1922, not 1930.

Mr. Sayre, Of 1022, yes, section 815. The Court said:

In determining what Congress may do in seeking assistance from another

9
branch, the extent and character of t{at assistance must be fixed according to
common sense and the inherent neceseities of governmental coordination.

In view of the emergency situation which we are facing, in view of
this terrific decline of foreign trade, in view of the tragic unemploy-
ment throughout the country, in view of the pictures which Secreta
Hull and others have Buinteq for you, it seems to be incontrovertible
that if the Supreme Court is to follow the course of the decisions
which it has handed down, it must hold constitutional the language
of this bill, H.R. 8687,

Let me go one step further—— :

Senator Gore (interposing). Don't you think these economic con-
ditions which you have described here have a bearing on the wisdom

of this act? It could not possibly have any bearing on the con-
stitutionality of it.

Mr. Sayre, I think it might.

Senator Gore., You do?

Mr. Sayre, I think if we read the language here—*‘must be fixed
according to common sense and the inherent necessities of Govern-
mental coordination”—if we vemember that if we are going to
meet the needs and the emergencies under present conditions, it is
vital that we should increase our foreicgn trade, that in view of the
former decisions where the Supreme Court has upheld similar acts
containing similar provisions—it follows inescapably that the Supreme
Court must uphold this provision.

Senator Gore. That puts it on a different footing. .

Senator Georare. It might be noted that the Smoot-Hawley Act,
I think, as it came from the House, and certainly as it was intro-
duced, and I think also as it came from the House, gave this power
to the President in order to equalize competitive conditions,” =~

Mr. Sayre. Certainly. ‘
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Senator Rexp. You don't mean to tell us that in your opinion the
safeguards of the Constitution are suspended every time we have a
slump in this country?

Mr. S8ayre. No, sir; I do not, but I do mean to say that the pro.
visions in the Constitution may be interpreted in different ways at
different times according to di erin% emergencies,

i Serluitor?(}onm. Do you think that is a sound principle of constitu-
onal law "
Mr, Savrn. Yes, sir; take, for instance, the power which the Con.

stitution gives to the Federal Government to exercise jurisdiction over

navigable waters. In the early days, when there was not much com.
merco over our rivers, that was interpreted b'g the Supreme Court to
mean only navigable waters up to tide level. Then, later, the Supreme

‘Court reversed itself and extended that jurisdiction so as to reach far

above tidewater. .

I think many constitutional provisions have been given differing

limigs gcqording to the emergencies and the needs and the conditions

of the day——

Senator GoRrE §interposing): Can you imagine a set of ciroumstances
that ‘}»vould justify Congress in suspending trial by jury in criminal
cases

Mr. Savre, No; because the Constitution very explioitlf; ‘)ro- E
wvides for it. The Constitution specifically provides that we shall be
entitled to trial by jury in certain cases. You cannot fly in the face
of express language. But the President in time of crisis may proclaim
martial law, ) .

Senator Gore. Or pnssmg an act regulating religious establishments
or the freedom of the press ) .

Do you think Congress could have done it if it were not in there?
Do you think that Congress would have had any power to deny the
freedom of the press and fresdom of speech and denying trial by jury?

Mr. Sayrp, Had there not been that first amendment?

Senator Gorn, Yes,

Mr. Savre, I hesitate to answer that. I do not know what the
early courts would have done. )

Senator CLark. Senator Gore and I agree with you that there is no
difference between the powers of Government under the Constitution
in time of emergency or any other time, but there are a great many
people over here in the Senate and in the Capitol who have a good
deal more to say than we do about it. .

Mr, Sayre. 1 do not mean to say that any provision of the Con-
stitution can or should be scrapped or eliminated or forgotten, be-
cause of existing or changing conditions. All I am suggesting is that
the interpretation placed by the Supreme Court on various constitu-
tional provisions has been colored at different times by differing con-
ditions. The decisions of the Supreme Court today, concerning,
let us say, due process of law, do not read in the same way as they
did in the 70’s, for instance. )

Senator Gore. Let me interrupt you for a minute. One commen-
tator upon the subject says that the Milligan case is the greatest
opinion in the history of the United States, and yet another com-
mentator says that if it had been rendered while the war was still
in progress, a year later it would have been decided the other way.
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Mr. Savrn, We are gett-ipg off of our question. I am perfactly
willing to rest the constitutionality of this bill, so far as T am con-
cerned, upon the Rmceding decisions of the Supreme Court with
regard to these ot

erfectly content to do that, but, in view of the existing emergency,

think that there is a second reason for upholding the constitution-
ality of this bill. However, I certainly would not say that this hill
would he unconstitutional if no emergency existed today.

Senator Bankury., Doctor, isn’t it true that some of the early acts,
in 1794, 1707, and along in the early 1800’s, conferring upon the
Presldent a cortain power with reference to commerce, wore based as
much on the power of Congress to regulate commerce under the
Constitution, as upon the taxing power of Congross?

Mr, Savre. True.

Senator BArkury. So that we don’t haye to depend upon the
question of tho power of Congress to delogate to somebody the
authority to levy or to relieve o commodity of taxation?

Mr, SAvrE. Quite true.

Senator BarkLuy., But we can designate ‘he President as the
ngency of Congress for regulating internativ..al trade between us
and other countries, as much as we can designate the Interstate
Commerce Commission as the agency of Commerce to regulate
commerce among the States,

My, Sayre. Yes, sir.

Senator Barkrpy, Isu’t that true?

Mr. Sayre. Yes, sir,

Senator Gong. Dootor, in the light of prior decisions of the Court,
and not in the light of the theory that you now advance ns establish-
ing the constitutionality of the act, of course, the question comes down
to whether the things which the President is authorized to find, on
which he is authorized to base his action, are matters of legislative
powers, or they are certnin administrative or executive powers, al-
though they do involve certain diserimination?

My, Saynu. Yes, sir,

Senator Gronae. That is where it comes. Now, 1 thought that
the Fordney-McCumber and the Smoot-Hawley Acts both really
vested in the President legislative power, in that they do undoubtedly
involve a matter of judgment and discretion. )

Myr. Savre. No question about it in the world, sir,

Senator (irora. There is none in my mind, and I thought the
Supreme Court would not go beyond that, but tfmy evidently did, in
the Hampton case, of course. ,

Mr, Sayre, Yes. Now, let me call your attention also_to section
338 of the Smoot-Hawley Act, which is n reenactment, in substantinlly
unchanged form, of section 317 of the Fm'dney-McCumber Act of
1922. - We have heard a great deal to this effect, that H.R. 8687
differs from the flexible tariff provision, in that, in the flexible tariff
provision, you have a finding of fact by a tariff commission, and that
the Precident_then is sui)posed to act upon the basis of that recom-
mendation, whereas, in H.R. 8687 there is no finding required by the
Tariff Commission, but in section 338 of the Smoot-Hawley Act of
1930, there is no necessity of any finding by the Tarift Commission.

Senator CLark. Or by anybody else,

er acts of which I have been speaking, I am’

-~
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Mr. 8ayne. By the President alone.

Senator Grorae, By the President alone.

Mr, S8ayne, Under section 338, it is grovided that the President,
‘“‘when he finds that the public intem; will be served thereby''-~
notice how broad that language is—*‘shall by proclamation specify
andt gliﬁolm new or additional duties as hereinafter provided”—
anything. ,

enator Grorap, It looks like, if there is any legislative funetion,
that is one, doesn’t it?

Mr. 8ayre. It does to me, _

Senator Gorn, Deociding this case on first impression,

Mr, Savre (continuin % Shall by proclamation specify and de.
clare new or additional duties as hereinafter provided, upon artiocles
wholly or in part the growth”, and so forth, and so on— *‘whenever
he shall find as a fact that such country (1) imposes, directly or
indirectly, * * * any unreasonable oharge * * *" An
unreasonable charge—who can say what is an unreasonable charge?
“ Any unreasonable charge, exaction, regulation, or limitation, which
is not equally enforced upon the like artioles of every foreign country
or (2) discriminates in fact against the commerce of the United
States.” Who can say what constitutes discrimination in faot,
against commerce of the United States?

Senator CLark. The President,

Mr. Savre. Now, that is not finding upon a tariff commission
recommendation, it is finding, by the President himself; and under
that section 338, he is given authority to impose such duties as he
pleases, only provided that the new duties shall not exceed 50 percent
of the value of the commodities affected. Moreover, the President
nwéy, under certain circumstances, prohibit the importation of goods.

enator CLArRk., Well, Doctor, the essential difference between the
rrovision there, as far as the ground of objection is concerned, and
he pending bill, is that that provision in the existing law only author-
it?xes the President to raise rates, and does not authorize him to lower
em.

Mr, Sayne. Yes,

Senator Crarx. While the pending act authorizes him either to
raise or lower them.

Mr: Savre. Yes; and I ask you, sir, what«is the constitutional
difference between the raising of rates and the lowering of rates, so
far as constitutional law is concerned? If the President may be given
the power to raise rates, certainly, by the same token, he may be
given the power to lower them.

Senator Reep. The constitutionality of section 338 has never heen
decided by the courts, has it?

Mr. Sayre. No; that is true.

Senator Gore. Section 338 was a feeble effort to hold to the formula.
The court held a formula was necessary. It says, ‘ When the Presi-
dent shall ascertain as a fact.” _

Mr. SAYRE. Yes; but *“ascertain as a fact” what? That there is
discrimination in fact, that a nation is making an unreasonable charge?

Senator Gorg. Yes, )

Mr. Sayre. It is so very vague that it leaves it pretty much for the
President to judge.
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Senator Grorar, It involves ju(?ment and disoretion, beyond
doubt. He would be obliged to decide.

Mr. SAYRE. It seems to me, without any possibility——

Senator Orark, Can’t ponslﬁl do anything else.

Senator Gore, Can you imagine a case that would sin against the
rule that Congress cannot dele%te its power?

Mr. SAYRe, Yes; there have been cases of that kind.

Senator Gone. Now, have you any in mind?

Mr, 8aYrE, But they are very different from anything I am
talkirig about now. So far as cases arising under any of these acts
that I have spoken of, are concerned, I have never heard of a decision
holding them unconstitutional,

Senator ConnaLLy, Well, Doctor, while this section 338 was not
passed on by the court, very distinguished and eminent senators
voted for it, who are constitutional lawyers,

Mr, Sayrp, The malority of the Senate, during a Republican
administration, felt that that was a constitutional and proper exercise
of the dele%ation of power.

Senator CLark, Well, some of the/a who were among the Senators
who voted for that provision are among the ablest constitutional
lawyers in the United States, isn’t that true?

r. SAYRE. That is true. I cannot deny it.

Senator BARKLEY., And some of them argued, in fact, many of
them, in behalf of its constitutionality.

Mr, Sayre. Yes, sir. I was really hoping that Senator Reed was
oing to ask me some questions about the difference between H.R.
687 and these other acts, insofar as these aspects are concerned.

That is to say, with respect to these other acts, I have heard it said
on mang gides that, for instance, in the act of 1890, you are discussing
specified duties, and you are discussing specified action, the President
after the exercise of considerable discretion, must do certain specified
things; whereas, under H.R. 8687, the President is empowered not
only to exercise discretion as to whether to act or not, but, having
exercised that discretion, he still has a discretion as to how far to
raise or lower duties; and it seems to me interesting to compare some
of the preceding acts with H.R. 8687, with respect to that feature.

Senator Reep, I think that is true, Dr, Sayre, but long experience
in the Senate has taught me that there is nothing more futile than
protracted arguments on the constitutionality of proposed laws, A In
all sincerity and nonpartisanship, we may differ, and the only effect
on the country is to bore it to death, I am truly concerned with the
constitutionality of this bill, but I think it is a waste of time for me
to argue it at this stage of the proceedings.

Senator Gore. There is just one guidin ﬁrinciple Senator Reed,
and that is, any party in power is liberal. e party out of power is
narrow.

Senator REep, 1 am greatly concerned about the wisdom of the
bill, and I hope you will address yourself to that point, about the
wisdom of delegating this power back to the sovereign. We took it
away from him with great trouble and expense in this country, you
know, in the beginning; you remember the Boston Tea Party. Is it
wise for us now to surrender to the Executive Office that same con-
stitutional power that so closely affects the livelihood of every being
in this country?
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Mr, Savyre, My answer to that is that we are already doing it,
Wo are doing it under seotion 336, Now, I want to explain why we
answer that way, Section 830 provides of courso, that the new duties
shall be imposed with respect to the differenco in cost of production,
What does “differonce in cost of production’ mean?

. Senator Bankury, Before we get into that, Doctor, will you put
into the record the answer you intended to make to the quoestion
that Senator Reed did not ask, about something? :

My, Savrs, All right; I will,

: Seélnator Barkzey, There may he some others who will ask it, on
the floor.

Mr. Savre. All right, I will.  Will you pardon me, then, Senator,
for just A moment, to resume what I was going to say concerning the
possible differences in yardstick between former enactments and this
new bill, H.R. 86877

Senator Gore, They all resemble these, Doctor, but they are all
rubbe: yardsticks. ,

Mr. Savre. I would like to call your attention to the act of 1704,
which was passed while many of the framers of the Constitution were
still active on the scone, when those who wrote the Constitution were
still taking a hand in activities, Now, that act of 1704 was passed
in order to meet the difficulties arising in that day over tonnage duties,
over shipping, over charges for commodities carried in foreign ships.
That act of 1794 empowered the President, that is, Congress thereby
delegated to the President the power, not to regulate the rates of
commerce, but to_prevent any commerce whatsoever going out of
American ports. In other words, it empowered the President to levy
an embargo aiainet commerce being carried out of American ports,
and this was the yardstick of that act: “ Whenever in his opinion the
Fubljc safoty shall so require.” The lnniuaﬁe of the act is, ‘ that the

resident of the United States he and he hereby is authorized and
empowered, whenever in his opinion the public safety shall so require
to lay an embargo on all ships and vessels in the ports of the Umtgecf
States, or upon the ships and vessels of the United States, or the ships
and vessels of any foreign nation,” * * * And then, notice, this
language: * * * ‘‘under such regulations as the circumstances
of the case may require, and to continue or revoke the same whenover
he shall think proper.” That is a tremendous breadth of discretion.

Senator Gore. True; but isn’t that in the nature of a military act?
q 12(11'. Sayre. No, sir. That was done to take care of the tonnage

uties.

Senator Gore. I know, “When the public safety shall require.”

Mr. SayRre. Yes; but it was commerce which was being dealt with
at that time. Now, again, so far as this yardstick is concerned, I said
that there were two questions conceminiPresidential discretion; one,
his discretion as to when he may act; the other, his discretion as to
what he may do if he does act. That act of 1794 allowed him the
widest discretion as to the first of those two, as to when he may act.
It was, ‘‘Whenever in his opinion the public safety shall so require.”
Again, it allowed him a large discretion as to what he should do, if he
did act. He might levy an embargo, or he might relieve ships from
the embargo, and so forth, and so on. Some of the later acts show, it
seems to me, a still wider discretion, as to that second point of how
wide may be the discretion of the I;resident, in regard to his taking
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aotion, That section 338, of which I was speaking a few moments ago,
allows the President to impose any kind of an inorease of duty, from
a fraction of 1 percent inorease up to 50 l‘)ercent inorease; allows him,
in the words of the act, the widest kind of discretion, to impose ‘‘such
new or additional rate or rates of duty as he shall determine will offset
iauoh bli"dim gx;’disadvantnge, not to exceed 50 percent ad valorem, or
ts equivalent,

Inqother words, when we think of that act of 1794, when we think
of section 336, when we think of section 338, it seems to me that this
H.R. 8687 is a very modest proposal.

Senator OLark, Well, Dootor, in connection with that section 338,
will you just read again when the President has the right to exercise
certain power? }

hMrl.) AVRE, “When he finds that the public interest will be served
thereby.

Senator Crark. That is what I want. ,

Mr, Savie. “And when he finds, as a fact, that a foreign country
imposes any unreasonable charge’—whatever that may be—*‘or if
he finds that such foreign country discriminates in fact against com-
merce of the United States,” And who can say what that might mean?

Senator BARKLEY. Well, that might mean a good deal.

Mr. Sayre. It might mean any one of innumerable things. No-
body can say what it means,

Senator BARKLEY. It might mean a discriminatory rate, or a good
many things, )

Mr, SavRE, It leaves it ppactically, I was going to say, to the
unrestricted discretion of the President, within the 50 percent limits;
it leaves the widest power, in fact.

Senator REEp. Dr. Sayre, as n lawyer, don’t you still entertain
some doubt about the constitutionality of section 3387

Mr, Syre. I think, in view of the Supreme Court decisions—Field,
agﬁtinst Clark and the Hampton case; in view of other devisions, whicn
I have not taken the time to recite-—that sectinn 338, if it went betore
the Supreme Court today, would be upheld, sir. That is simply my
personal opinion,

Senator CLARK. And also including the great number of great con-
stitutional lawyers who voted for it in the Senate and in the House
of Representatives, when it was passed, the Senator fromPennsylvania,
and his colleague in the House, Mr. Beck, and a great many other
eminent constitutional authorities.

Senator WaLsn, You might read some of the arguments of the
Democratic constitutional lawyers,

Senator Reep. I might say I was reduced almost to tears, when I
read this statement.

The CuairMaN. Well, both of them have been on both sides, so
that is all right.

Senator REep. You don’t want me to read that?

The Crairman. I don’t care, if you want to put it in the record.

Senator Crawg. If the Senator wants to put that in the record, I
ask ynanimous consent to put his speech in the record on the other
side, immediately following, .

Senator Gore. You don’t niean in parallel columns?

Senator CLark, Well, in cither way.
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Mr. Sayry, Now, to return to your question—~—

Senator Gore, I am sorry, but I want to ask you one (iuestion. In
this bill, where the word *excise’’ comes in, I see in the House report
what I thought rrobubl‘ it meant, but it does not seem to me to make
gense, the way it is written in the bill, It scems to mo it is a very
clumsy oxpression.

Mr. Savne. Iamnot quite sure to what you refer.

Senator Gork. Thesecond ;:rovision. ~ ' 4

Senator WaLsH (reading): *For such minimum periods, of existing
customs or excise treatment.” K

Mr. Sayre. I think I can explain that. I am reading now on page
2 of the bill, lines 16 to 26 [reads): :

The President is authorlzed from time to time to proclaim such modifications

tol‘ existing duties and other import restrictions, or such additional import reatric.
ong— :

and then comes the language to which you refer, Senator.
Senator Gore. Yes. :
Mr. SAyrE (continuing). '

or suoh continuance, and for such minimum perfods, of existing oustoms or exelso
treatment of any article covered by foreign trade agreements.

Your q;lestion is, What do we mean by that ‘‘oxcise treatment”,
and why is it necessary to have that in the bill?

Senator Gone. Yes. That may make sense, I wouldn’t want
to say it didn’t, '

Mr. Sayre. Let me explain it,

Senator Gore. Yes. C )

Mr. 5ayre. Suppose that the Prosident makes a bargain agree-
ment country X, providing the tariff shall be reduced, shall we say
25 percent on each side, on certain specific commodities?

enator Gore. Yes. . ) .
* Mr. Savre. Of what advantage will it be, if the foreign country,
having reduced its tariff 25 percent on those certain products, pro-
ceeds forthwith to levy un excise tax, shall we say of 50 percent, on
those samoe commodities? .

Senator Gore. Now, I saw that in the House report, and that is
whle}l say I thought I probably knew what it meant.

. Savre. Now, you remember, for instance, the experience we
had with France, in our wine bargain. We made a bargain with
France, whereby we made a trade, France agreeing to enlarge its
quota on American apples and pears, in return for the United States
permitting entry to certain French wines. As soon as that agreement
was made, France increased its internal tax on those apples and pears,
to an extent which, if maintained, would have deprived us of the
advantage secured by that trade agreement, and it was only because
the State Department made vigorous protest that the French Foreign
Oface, when the matter was brought to its attention, reduced that
rate.

Senator CLark. In other words, they took off the teriff and jacked
up the excise, is that it, Doctor, or reduced the tariff and jacked up
the excise? .

Mr. Sayre. They eventqallg reduced the excise tax. My point is
that it is futile to make tariff bargains and agreements, whereby you
reduce tariffs, unless you can insert into those agreements a provision
preventing the raising of excise taxes on those imported commodities.
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Senator Gore, Well, I gathered from the House report that that
is what is meant, but this language does not seem to express that.
I don’t know that the language is exactly important.

Mr. SAYRE (reads). ‘“Existing customs or excise treatment of any
article covered by foreign agreements.”

Senator Goru. To me it doesn’t quite make sense, ‘

Mr. Sayre, Well, excise treatment is usually used in contradis-
tinction to “‘customs treatment’’——‘‘customs treatment’’, on the one
hand, duties levied in connection with the importation of foreign
goods; excise treatment, on the other hand, taxes levied irrespective
and apart from importation,

Senator (lonk, This does not give the President power to raise or
lower excise taxes?

Mr. Savre, It does not give power to raise or lower, merely to
rovide in his trade agreement, that the exciso taxes shall not be
increased., . ‘

Senator Gore. During the life of the trade agreement? ;

Mr. Sayre, During the life of the trade agreement, precisely, and
only =0 far as commodities covered are concerned.

Senator Gonrek, That is what I thought it meant; hard to under-
stand it, from the langunge itself.

Mr. Savre. Now, Senator Reed, to come back to what you were
nskingg about, concerning section 336. My answer to thut was that
the President already has the power under section 336 to modify
tarifls, Now, although we make helieve, if we may use those words
that the President’s discretion is restricted by a finding of the Tariff
Commission, based on the difference in the cost of production, yet, as
Mr. O'Brien, the chairman of the Tariff Commission, testified before
the Ways and Means Committee, cost of production means little or
nothing, It means pretgy much what one chooses to make it; I say
that, because cost of production varies so greatly in different sections
of the country, because cost of production varies according to fluc-
tuating currencies, ns between this country and foreign countries,
because cost of production may be impossible mathematically to
determine, with respect to a commodity which is an incidental by-
produet, like casein, for instance. Cows may he kept, 1 believe, for
19 different purposes, for hides, for beef, for milk, for butter—for 19
different purposes. Casein is made out of skimmed milk, one of the
byproducts. Now, what is the cost of casein? It is alimost impossible
to determine that cost.

I have here before me, sir, a letter from Mr. Thomas W. Page,
Acting Chairman of the Tariff Commission, written today, with
respect to this dpoint, and I think it is very interesting. He says, in
a letter referred to [reading]:

In response to your request for information as to the recent experience of the
Commission with the cost-of-production formula, for purposes of section 336 of
the Tariff Aot of 1930, may I state that the ascertainment of costs of production

for tarifi purposes, at all’ times fraught with difficultics, hecomes even more
impracticable during abnormal periods such as have prevahcd In recent years.

Senator Reep, I think the Commission’s experience within recent
weeks, with regard to plate glass, illustrates that point very well.

Mr. Sayre. The letter goes on [reading):

The appropriateness of a rate of duty arrived at by the comparative cost
method is largely dependent upon the continuance of similar conditions of com-
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petition. For examé)le, fluctuations in forelgn exchange can quickly upset the
whole scheme of cost-equalizing tarlff rates— ,

And then he goes on to say this:

The Tarlft Commission has hecn conastantly advancing to a realization ot the
futiitty of relyin ugon differences in costs of produotion ag the primary oriterion
for tarlff rate mﬁus ment, The recent experlence of tho Commission s of partl.
oular portlnenosl to this question. Of 15 reports submitted to the Presldent in
&J)tambor 1933 on investigations instituted under seotion 336, only 7 were con.
sidered by the Tarif Commission sufficlently conclusive to be made the basis
of changes in the rates of import duty. )

In othor words, there were elght nveutlgatlons Af the Tarlf Comiuission, In
which %}my camo to the conclusion that they could not determine the cost of
productlon,

Mr. Page goes on to say:

The eight inconclusive reports covered two typoes of cases. In four cases, the
Tariff Commission made an investigation, but because of the diffioulty of obtain-
ing acourate costs under conditions then oxisting, hocanse of wide variations in
cost difforences, and because of uncertainties in regard to ourrency, the Com.
mission found that it was not warranted in reporting a ohanga in duty, In the
other four cases the Commisslon made a preliminary investigation which con-
vinced it that no cost investigation was feasible.

It goes on to say:

I do not mean to tmply that the above Is indleative of normal conditious, but
in my judgment for a considerable number of articles satisfactory cost difforences
cannot he found oven in normal times; and in many cases, when found, tho
difference in cost of production cannot form a satisfactory basls for the determi-
nation of tariff rates,

Senator REep. Doctor, admitting that all that is true, nevertheless,
the problem is more complicated at present, by the fact that our
foreign exchanges are bouncing all around. That is true, isn’t it?

Mr, SAYRE. Yes, sir; that is true. Then, aﬁs‘ﬁn, I think it is true
that cost of production is an elusive thing, when different parts of
the country have such varying costs. Again, when you take for
instance the cost of a crop, one year you will have a plentiful crop,
another year a lean crop; what is the cost of production? It will go
bouncing around, according to your crop conditions.

Again, I think that the economic basis of cost of production is
thoroughly unsound, as a tariff-making proposition. You can im-
agine extreme cases. Suppose that New England should start out
to grow grapefruit, It could do it in steam-heated greenhouses; but
the costs would be so high that if you began figuring a tariff base on
that extreme cost of production—I am, of course, using a case ad
absurdum-—you can have some idea of what the tariff would have
to be. The more you begin to produce uneconomic goods, the more
bases you would have for higher tariffs,

Senator Reep. You make it very clear, but on the other hand,
Doctor, when you find Czechoslovakian shoes landed in Boston with
invoicoe prices less than the wage cost of making those shoes in America,
obviously a tariff is indicated.

Mr, Sayre. That is, we want protection; yes. Now, let me also
make myself clear. 1 am not for eliminating tariffs, as I said at the
very outset. We have got to stand on our feet here as reasonable
men, I know it is not in the contemplation of the present President,
nor of any member of the administration, to go out and wreek indus-
tries. I think it is perfectly chimerical to suppose that the President,
or anyone with the responsibility of acting under the authority which

L T A e
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we hiope you gentlemen will give us under this hill, is going to set out
to wreek industries, Mot for a moment,

Senator Ruep, I haven’t heard anybody claim that it was his in-
tention to do it,

Mr, Sayre, But the claim has been made by some, sir, that it was
intended to wreok oertain specifio industries, I have heard that
complaint, Now, I am not intimating for a moment, sir, that you
ever have made that complaint. I don't mean to intimate that for
one moment, but I have heard it made,

Senator Reep, I ascribe to the President the beat of intentions,
both in regard to action under this bill and to the choice of subor-
dinates who will enforce it; but the President is not infallible,

Mr. Sayre, Correct. .

Senator Rexp, And he may choose unwisely in his selection of
subordinates,

Mr. Sayre. Yes,

Senator Reep. Now, what I am concerned with is this: I’racgical}ir
speaking, there is no restriction on the Presidential power in this bill,
excepting the single restriction that his action must be part of an
agreement with some foreign country, Isn’t that so? .

Mr. Sayre, That is not quite true, sir, I would make two limita-
tions to that statement. First, the limitation that there is a yardstick
set forth in this act, namely, that the President must find a certain
fact—the fact as set forth in lines 9 to 12, on page 2:

Whenover he finds that any existing dutles or other import restrictions are
unduly unburdening and restrioting the foreign trade of the United States.

Senator Reep. Well, he must necessarily find that, because every
duty restricts the foreign trade of the United States.

Senator CLark, Well, that is closely analogous to the language of
section 338 of the existing law, isn’t it, Doctor?

Senator Reep, Yes; but let us not quarrel about that. Let us
assume that that finding is made.

Mr. Savre. Yes; that finding must be made,

Senator Rxkp. Yes, o -

Mr. Sayre, Then, a second qualification to your statement is this:
The President is subject to just as much political pressure as Members
of the Senate or Members of Congress. Political pressure exercises a
very real restraining influence.

It is not as though we were going to take this power away from those
who are prepared to listen to manufacturers and others and put it in
some secret, dark closet where, after various machinations of one kind
and another, a reciprocity agreement will suddenly be slung out.
That is not contemplated for one moment.

Senator REep. Well, since you mention political pressure, that was
the first point 1 was bringing out.

Suppose it were made plain to an administration, or to a bureau
official, that our exports of cotton, in which so many millions of people
are interested, could he increased, at the price of the very considerable
reduction of the duty on shoes, in which far fewer people were engaged
in manufacture. The political pressure in favor of sacrificing the ew
in the shoe-manufacturing business in favor of the many engaged in
raising cotton would be rather considerable, especially just before
election, wouldn’t it?
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My, 8ayre. Wouldn't it be just as considerable under the present
law, sir, where Congress makes turiffs?

Senator Reep, No; Congress has to act more slowly, and I have
discovered, or I think I have, that Congress hus been un(fuly generous
to those industries in which large numbers of voters were engaged,
amr!i entirely careless of the intevests of the small industries, by com-

parison.
: That political pressure exists whorever any Government official
aots, ‘ .

Mr. SAYRE, Yes, )

Senator Rerp, Now, if you couple that, the presence of u very
great political pressure and political temptation, with the ability to
act without notice to the shoe industry, without any hearing for the
shoe industry, it seems to me that it would put them in great jeopardy.

Mr. Savrg. 1 see what you mean, sir, and I have great sympathy
with your viewpoint, Now, I, let mo snK, have spent practicall
all my life in Pennsylvania and in Massachusetts, two States which
need protoction. All the latter part of my life has been in Musan-
chusetts, and I know m)met-hingI about the necossities of the shoo
industry, of which you speak, T have personal friends engaged in
the industrﬁ. I know something about that need. .

Senator Reep. I picked one, on purpose, in which Pennsylvania is
not greatly interested.

r. SAYRE. Yes; and I know Massachusetts, and I know of what
Prou speak. I have great sympqth{,.sir. The answer which I would
ike to make to your question is this, that manufacturers and pro-
ducing industries will have a chance, and an abundant chance, to bo
heard, to make their views known,

Senator Reep, Where is the assurance of that?

Mr. Sayre. The assurance of that, sir, is the same as the assurance
under section 338, There is no provision written into the.law for
formal hearing, but the President is not foing to act under 338,
being a responsible official, without a careful study of the conditions,
without a knowledge of what is going to ensue if he does this or does
that. The President, being a responsible official, must have that
knowledge before he can act. Now, if this bill becomes law, what
happens? The President, before he makes a single agreement,
has got to use every Government agency at his disposal for making
investigations,

Senator Repp. The act does not say so.

, Mr, Savre. Not by law, no; but by the practical necessities of the
situation,

Senator Reep, Well, now, Dr. Sayre, not meaning to get into a
political argument at all, T grant to President Roosevelt the purest
intentions in the world-——

Mll‘i.kSunE. Yes; but let us take a future Republican President, if
you like.

Senator Reen. All right. How, then, can we depend on any
greater inquiry, any more notice, any more fairness in the action than
the President is told to take by his subordinates, than we found in
our air-mail investigation, for example?

Mr, Sayre. I think the answer is this: I think that in & matter of
this kind it involves the most careful kind of study, exhaustive, pains-
taking study. That is, it means nothing can be done overnight with
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regard to such considerations. It means that a careful commodit
study must be made, with an inveatigation of the resulting economio
effeots which would follow from a reduction in the tariff on each one
of those commodities, and of the various results which would be
effeoted in various geographical sections of the country, AsI envisage
it, sir, it would mean that the President would have to draw on all
the knowledge and assistance of the Tarif Commission, on all the
knowledge and assistance of the Department of Commerce, all the
knowledge and assistance of the Department of Agriculture in ever
cas» where an agricultural commodity was concerned, and the knowl-
ledge and assistance of the Department of State.

8 I envisage this, sir, it would mean the bringing into the picture
of all of those Departments, and the examination of each commodity
concerned, before any action was taken. It would mean naturally
that the State Department, the D%mrtment of Agriculture, the De-

artment of Commerce, the Tariffi Commission would be seeking
information from producers concerned. They would open their doors
to producers and manufacturers. _Already, In deed, they are coming
in all the time today, into the Department of dommerce, for in-
stance. We are getting no end of letters in the State Department,
and we are making a careful file and index of all those letters, and the
information they contain. Then it would mean interdepartmental
committees representing each one of these Departments, working up
schedules and proposels, and then, all the material would have to be
evaluated, Wewould want information about this particular industry.
We would have to make inquiries from those producers to get the
information, Then, after all that is done, we should have to foous
all the material, and then be prepared to enter into discussions with
foreign nations, L '

Senator Reep, That is utopian, doctor, Itisideal. Itcan be done;
but I want you to picture this condition. About a week before elec-
tion time some official, about the size and shape of Postmaster General
Farley, discovers that a deal can be made with Czechoslovakia for
the export to them of a very large number of cargoes of cotton, pro-
vided the President will let in a Iot of shoes of the type that are now
made in Massachusetts.

Ought there to be some safeguard in this act a%ainst the natural
%llt)“mt’l inglination to benefit the cotton producer, at that price and at

at time :

_Mr. Savre. But my answer is that the President is subject to the
diotates of reason, justice, and fair play—and the desire to restore
?roepgntymas well as Congress; that you are not abandoning to their
ate these shoe manufacturers you are talking about.

Senator REED. Aren’t you?

Mr. Savre. No, sir. )

Senator CLark. Well, doctor, as a matter of fact, it has been found
in the past, in some instances, that the Tariff Commission would usu-
ally find what the President told them to find; isn’t that true?

r. SaYre. That is true, sir. )

Senator REEp, Two wrongs do not make a right,

Mr. Sayre. No; but my point is that under this bill your shoe
manufacturers are going to have just as much opportunity to be
heard and, in my opinion, more opportunity than they have today
under the present system of tariff rate-making.



76 RECIPROOAL TRADE AGREEMENTS

S}?it‘\jutor Warcorr. Take for instance the matter of setting the duty
on hides,

Mr. Sayre, Under the present situation it lies entirely with the
Tariff Commission and the President; under this bill the President
must draw on the information and resources of not only the Tanff
Commission but also the Department of Commerce and the Depart-
ment of Agriculture, if an agricultural commodity is concerned, and
the Department of State, -

Senator REep. There is nothing in the bill to na,% that.

Mr. Savre. There is nothing in the bill to say it but, as a practical
matter, how can these agreements be made without that? The
President is subject to considerations and the influences in favor of
fair play at least equal to those which today are exerted on Senators
or on Congressmen, or on the Tariff Commission, if ‘you like. ,

Senator WALcorr, I think that that is the mneat of the wholo thing,
but you would not have proposed that bill, in my opinion, unless
through the benefit to one industry you do injury to another.

Mr. SaYRE. That is not correct, sir.

Senator WaLcorr, In other words, they are trades, ,

Mr. Sayre. No; I think that that is not the true assumption,

Senator Warcorr. Well, can you think of any illustration? Some
time ago I asked for a s%scnﬁc illustration to bo carried through along
the terms of this bill. Can you think of any industry—takes shoes,
for instance. .

' Take the duty off of hides, for instance; let them come in from
Australia and Argentina, for instance; thet affects the farmer and
stock raiser. ) _

You take anything I can think of. Take, for instance, clocks.
Clocks, I am told by good authority, here, today, by one of the largest
clock makers in the country, that clocks can be landed in New York
City without any duty of any kind at a wholesale price, certain small,
cheap clocks, 26 at cents a piece, from Germany.

Senntor,,WAmsn. What is the comparable price here?

Senator WaLcorr. How? )

Senator WaLsa, What is the comparable price in this country of
the same clock?

Senator WaLcorr. About 53 or 54,

Senator WarLsH., About 50 percent cheaper?

Senator Warcorr. It is about half the cost of our clocks. In
other words, the cost of that German clock, landed in New York, is
o little bit less than the actual labor cost, say, in Waterbury, Conn.
.. Now, if you are going to take that off, you would kill that industry,
if you take ofi the protection.

Senator ConnaLLY. You don’t take it all off.

Senator Warcorr. You take 50 percent off. You would probably
kill the industry.

Suppose you attempted to do that, for the sake of the people in
the country, so they can get cheaper clocks; you wouldn’t do that
arbitrarily, just as a single act, in a single act; you would do that in
conimmtion with some other act, you would get some benefit.

If you gnve Germany that benelit, you would take something from
Germany in return, , \

Can you think of any trade that would benefit in this country that
does not injure another industry, under the terms of this bill?
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Mr, Sayre, I think, sir—I hesitute to mention this—but I think, sir,
the very recent agreement which we signed with Colombia will create
real benefits without doinf injury to ang'body. I can think of man
other instances where it is possible, 1 believe, to oreate real benefit
without injury.

That is, trade is not necessarily dependent u{m‘n getting a benefit
for one in&ustry to the in ur{] of another, but it is in Anding channels
whereby each can benefit through a mutually favorable exchange.
One man has something that he can make cheaper than another man.
One country has some commodity which it can make more cheaply
than another country. The benefit comes through exchanging those
to the mutual advantage of both,

America can make automobiles cheaper than, shall we say, France
or Norway, ot other countries. They want to buy American auto-
mobiles. 'f‘hey can, because, perhaps, of their geographical location,
or because, J)erhaps, of certain resources which thoy have, which we
haven't, and perhaps for other reasons, produce commodities whioh
it is advantageous for Americans to purchase, and which Americans
desire to purchase; the benefit comes from the mutual exchange and
it is a mutual benefit. ,

Senator Warcorr. Yes; I know; but you have picked out as an
illustration & commodity that needs no protection,

Where you pick out a commodity like automobiles or any other
commodity that needs no protection whatever, and the nutomobile
mar;ufa?’turers, all the large ones, that is, claim, We need no pro-
tection.

\ Most of the steel industry claim the same thing, a great many of
them,

You don’t hurt the industry, of course, because you are not proteot-
ing it artificially.

ick out any illustration that you like, however, where you are
compelled, in order to give an advantage, to take off a certain amount
of protection, and see how you come out. .
enator CLARK. May I interject to say, since the subject of shoes
has been mentioned, I represent a State that produces more shoes——
[LSenﬁzor ]WALSH. ow, why bring that up in my presence?
aughter,

Senator CLark. Than any single Commonwealth in the world,
We are also a State which produces a very large amount of hides,

Now, the shoe manufacturers in Missour1 have always said, and I
think the shoe manufacturers in Massachusetts say the same thing,
if you will give them free hides they will sell shoes in competition
with the world, in the world markets. I have never yet known an
intelligent cnttfqman or hide producer that thinks that the tariff on
hides has done him any good. ,

Since that has been brought out as an illustration, it seems to me
that the answer is complete, there.

Senator WarLcorr, Well, if that is true—I did not suppose that
was. What do you think, Senator Connally? Is that a fact, that
they need no protection on a hide?

Senator CoNNALLY. Oh, yes; they want protection. 1 do not think
that it does them much good. They have got a tariff, theoretically.
It doesn’t amount to anything,

301500
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Senator Cuark, Our cattlemen and farmers are almost unanimous
on that point,

Benator Warcorr, You are purtioularly protected by your goeogs
raphy and the Texas men aré, I imagine the Texas cuttlemen woufd
fesl nn advantage if the Argentina hides were loft out.

Senator CLark, The hides are sent to St. Louis und to other large
industrial centers and, therefore, the question of geography is not
really important, :

Se;mtor Waroorr, They would feel it particularly out noar the
coast,

Senator Connally: They nover got any tariff on hides until they
got a tariff on shoes, :

Senator Orank. That s perfectly true,

Senator Warsu. May I ask you a question, please?

Mr, Sayne, Yes,sir,

Senator WaLsi. Have you, or anybody in the State Department
oarried on conversations men foreign countries for the purpose of
listing the commodities which foreign countries would like to purchase
from us, in an increasing volume, und the commodities we purchase
which tfmy would like to sell to us in jncrensingi volume?

Mr. Sayru. No, sir; we have not. Beforo this tariff bill was intro-
dyced, you grobably remember, there were a few countrics, Colombia
was one of them, and Brazil and Argentina and Portugal and Sweden
with which we did oarry on conversations. We went to the point o
actually signing an agreoment with Colombia. Then, when the
occasion wus reached to introduce this bill, those conversations were
dropped, and since that time we have entered into no new conversa-
tions. You know, of course, that we have in force with Cuba the
convention of 1902 and that negotiantions are going on for a new
agreement,

- Senator WarsH, 8o you have no idea how sweeping the revisions
of tariff duties may be, as a result of these agreements, in order to
proteoct our export trade?

I do not mean sweeping in size, 1 mean in the extent of the number
of countries, , .

Mr. SayrE, I can say this, sir, and I am aéxeakm’g for myself alone,
that no blanket tariff revision is contemplated. It is not, to my mind,
a prodeeding which will mean a tariff revision. It is a proceeding
which will mean finding bargains which will prove of advantage to
foreign trade, without undue injury to American producers. Now
those responsible for this program will have the program, and a real
problem of finding just how trade can be increased, without undue
injury to American producers,

I have studied the problem enoufgh myself to be convinced that we
can gecurs a substantial increunse of foreign trade without injury.

. Senator Wavrst. In other words, the ideal purpose to seek here is to
incrense our export business without increasing out imports,

Mr, Sayre. No; I would not say that; because I do not think one
can permanently increase exports without increasing imﬁorts but the
object is to increase our exports without increasing those kinds of
imports which will work undue inijury to American domestic producers.

enator Warsu. There is one feature of this bill that troubles me in
operation, and I would like to get that information, if I could.
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What percentage of domestle production will woe have to give up in
order to obtuin an apprecinblo increase in our export business?

Will it work out to bo simply a dollar inerense in export business
with a dollar deorenss in some production here at home, or are we going
to got 78 porcent incrense in our export business and only have to
sierifico 25 porcent nt home?

Mr. Savrr, Ioannot answor that, bocnuse I don't know what foreign
countrios will ho willing to do.  We do not know how far we can go
until we know how far foreign countties will go with us,

Senator Ruep., Have {on made up any formula on which to not?

Mr, Savyrs, I do not think thera can he o formula on which to act.
1t is too complicated a story, Too many factors will have to be
brought in, It requires a study of each individual commodity and a
study of all of the different viewpoints, There is the viewpoint that
it is going to injure Amoriocan producers,

These queations would also have to be asked: 1s there n commodity
which is partioularly required, let us say from a military viewpoint,
for defensive purposes? Is there o commodity of which the country
concerned furnishes the chiof source of nup'pl?' to the United States,
ornot?  Is thero o commodity which runs up into large values so that
it would be particularly ndvantageous to doal with a cortnin country
concerning it?

There nre any ono of nt least o dozen fuctors that have to be studied
intensivoly with respect to cach single commodity, so that it cannot
be possible to lny down any formula-—1 am sure of that—-any formula
other than the general formula contained in this act,

Sonator Wargorr, Doctor, we strugglod this mominF to get o
single concreto illustration, You must have hud something in mind
when you drew this bill; otherwise the hill could not have been drawn,

There must have been some reason for this. Tho reason is per-
fectly clear to my mind. ) ,.

Other administrations have asked for the sume power 3 or 4 times
and have partiully heen granted it, but you must have some notion
18 to what countrios you can deal with to advantage and, if there are
those countries, there must he some articles in your mind which you
think you can deal with to advantago. .

Can’t you be frank enough to tell us what you have in mind that
im&alled you to draw this bill?

r, SAYrE. I think it would he the answer of a pure theorist to
say, until this careful study of which I have heen speaking has been
made, what conumodities can be traded in udvnntuizeously and what
countries can he traded with advantageously, until we consult with
and talk with the countries concerned, we cannot sny with what coun-
tries agreements can he negotiated. The State Department has ex-
pressly abstained from doing that, in order to keep good fnith with
Congress.

Senator WALcoTT. So you have no countries in mind and no com-
modities?

Mr. Sayre. No specific consultations have as yet tuken place. 1
do not say that 1 have no counisies in mind, and I do not say that
I have no commodities in mind, but I do say that I do not know, until

‘investigations and inquiries have bheen made, what countries will

move toward it or what commodities we will bargain with.
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Senator Waroorr. Then cunnot you give us a hypothotionl onse in
order to illustrate whut wo are ull talking about? That is the
essence of this whole proposition,

Mr. S8ayri. No, sir; booause I will bo accused of bciug o theuretionl
collego professor if T do that, Until 1 know the fnots, 1 do not wint
to make any suggoations,

Senator BarkLuy, If you did, we would be bombarded with tele-
fmms by tomorrow night from all over the country, from everyone
ntorested in any industry.

Mr. Saviu, That is true; but apurt from that, to bo absoluetly
frank and honest with you, I do not think that anyone, until the
study has been mude, has the right to say what commaodities should
be traded in. I do not think we know enough yet.

Senator BankLry, Even if you knew now and had in mind some
commodities which might be dealt with properly in a reciprocal
treﬁty, ygu don’t know whether any country would be willing to deal

) you

Mr. Sayirui. The State Department cannot out of good faith with
Congress, disouss the matter with other countries until this bill has
been passed.

Senator Guonan. Doctor, you suid you had some olarifying
language.

r. Savay. 1 have,

Senator Georar, 1 would make this sugigoation: That you insert
in the record and aoquaint the chairman also with your suggestions,
as to the olarifying language,

%&Ir. Savne, I would be glad to just run them through right now,

may.

Senator Rrkp, Lot me ask you one possible amendment, 1 tuke
it from what you said that you would object to an amoendment re-
quiring notice and an u{)portunit.y for hearing to any industry that
was about to be affected? ,

Mr. Savre. | think that that would be both objectionable and
unwise, for various roasons: .

In the first place, if you should, lot us say, insert an amendment
requiring a public hearing, it would give away to foreign nations our
ammunition, ‘

In that public hearing you would have representatives of foreign
nations listoning, They would know the whole story and I think, in a
nattor of bargaining, it is inadvisable to make public your ammuni-
tion.

I think that the informaton hasg got to be obtained in some other
way.

Senator Rrrp. This bargaining might oceur hote, and it might oceur
in tho capital of any foreign country, might it not?

Mr. Savie. 1 have spoken of the fact that in a majority of the
European countries they arve doing this tariff bargaining. In not a
single one that I know of is there a provision for public hearings,
The ]:}ace of negotintion could he decided between the countries con-
gerned.

Senator Resn. Iy there a provision for private hearings?

Mr, Sayre. In none of them that I know of.  On the other hand,
manufacturers are consulted, yes; and there is not a question in my
mind but that manufacturers would he consulted under this American
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ogram.  Thoy have ready aceess to the Tariff Commission, to tho
opartment of Commerce, the Department of Agriculture, or any
other governmental agoney concorned in this negotiation,

Senator Couzens. Would you have any objection to putting in———

My, Savee (Iinterposing). I would, very much.

Senator Couzens, Just a moment, That very question that was
just raised about giving theso manufacturers a chance to he consulted,
regardless of whether they were open hearings or whether they were
not! Would you object to that being in the act?
~ Mr, 8ayrn. Yes, 1 would, hecause I think it slows down the bill
in a way which the European countries have not slowed down their
bills, Thoy have trusted their executives and known as a matter of
fact that the executives, heing responsible officials, would not act until
they had consulted the.interests concorned, ‘

Si\nntor Rrxn, Just the way the air mail has trusted the adminis-
tration,

Mr. SavrE. T do not think that that is the snme thing as this,
This requires all kinds of careful study if you are going to make a
stiecens of it,

Senator Rexp. So did that, but 31 out of 34 had their contracts
canceled without notice and without a hearing or anything.

Mr. Sayre, I do not think that it was as complicated as this, or
that in any ossential respect, the circumatances were comparable.

Senator Barkriy, They were ull consulted hefore the contracts
were entered into. And the public had no notico of it.

Senator WavLsn, Doctor, in view of what you said and the adminis-
trationa’s approach in the drafting of these agresmonts, concerning
protection to domestic producers, is it possible ‘liut the trade agree-
;po?tm!x;my bo few in number and the numbe: of commodities rather
imitec

My, Saynre. It is possible, In fuct, it is possible that foreign
countries will rofuse to go along with the United States.  We cannot
tell until wo try the thing out,

On the other hand, we ave facing an emergency which is disastrous,
which is |‘)lnving havoe with not only this country but the whole
world, and this 18 the only really practical way out that I know of.

Senator WaLsH, You are attempting to increase export business,

My, Savie, Yes; and T think if we ave intelligent beings, if we
believe in tvying to lift ourselves out of the chaos and suffering that
exist today, we would be woelully to blame if we do uot try the most
practical course that presents itself.

Senator WaLcorr. Isn't this directly contrary to the aim of the
N.RA.in tryit}s to advance prices?

Mr. Sayre. No, sir,

Senator Warcorr. They are trying to get to the 1926 level and
you are trying to put us on a basis where we can compete in prices
with foreign countries in the exchange of goods. Aren’t those two
contradictory?

Mr, Savie, No, sir, Take the cuse of automobiles under the
N.R.A. The N.R.A. does seek, we will say, to raise the cost of labor
in automobile production. Let us say it does raise the cost of auto-
mobiles by 10 percent.  That wounld not Prevent us from selling auto-
mobiles abroad. We still have an nmJ).e margin. The same thing
is true of many other commodities. 1 admit that it may inerease
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tho difticulties and complexities of the situation, but it certainly
doos not provent suceess=—not for one moment,

Shall T then state just briefly, If I may, the clarifying amendmonts?
I think none of them raise contentious imsues and yet somo of them
are of importunco, \

Senator Gronrdr, The hour Is getting late.  Will you defor that
until tomorrow?

My, Savns, You wish me to defer that until tomorrow?

Sonntor Gronar. Yes, There are «o few present here now that [
think it would be proferable to take un adjournment until tomorow,

Tho Secrotary of Commerce will he before the committeo in ¢he
morning, but you may precede him, 1 presume,

Senator WaLsu, Ton o’clock? .

Sonator Gronar. Ten o’clock in the Finanee committeo room,

The committes will adjourn now until that hour,

(Whereupon, at 6:15 p.m,, the committee adjourned until tomorrow,
Friduy, April 27, 1034, at 10 n.m.)

CoNanress1oNAL LnaIsLATION AND Ruciprocan Exxcurive AGREE.
MENTS (JONOBRNING TARIFF AND RunATED MATTERS

THE CONBTITUTIONAL PROVISIONS

The purpose of this memorandum is to ravenl the extent to which
the Congross has fxoxm and may go in authorizing the President to
enter into Kxeoutive agroements with foreign countries pertaining
to tariff matters without running counter to the legal inhibition againat
the deleginbion of l%islntiva power. This question Fonemlly spenk-
ing, revolves around the provisions of section 1, artiolo I, of the Cons.
stitution conferring upon Congress “uall legislative powers” granted
by the Constitution, and the provisions of scotions 7 and 8 of article I
having to do with the procedure in Congress with respect to bills for
raising revonue, and the authority to Congross with respect to the
regulation of commerce, respoctively, The control by Congress of
tarift matters hns  twofold purpose, nunely (1) the raising of reve.
nue, and (2) the regulation of trade hetween the United States and
foreign countries,

Article 1, section 7, of the Constitution provides, in part, that:

All'bllls for vulsiug revenue shull orlgluate In the House of Representatives;
but thoe Sonate mny propose or coneur with nmendments g on other Bills,

Article I, section 8, provides, in part, that:

Tho Congress shall have power to lay and colleet tases, duties, imposts and
exolsos, . . . to regulute conunerce with forelgn nmiuus, and nmong the
several States,, ., .

LEGISLATIVE HISTORY

When the action of Congress in conferring authority upon the
Executive in tariff and related matters has been brought into question,
the objection has usually heen based upon the theory that such action
constituted a delegation of legislative power.

The extent to which the Congress has gone and may properly go in
the delegation to the Executive of so-called “legislative power”,and also
power to conclude uFreement.s without subsequent confirmation by
the Senate, is well illustrated by the numerous acts that have been
passed since the beginning of the Government with respect to foreign
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trade and commerce, and by the Executlve agreements, proclama-
tions, and court decislons resulting therefrom,

1704~—BROAD DIBURKNTIONARY POWER GRANTED THEH 'PRESIDENT ‘WITH
REEPECT TO THE LAYING OF HMBANGORH, AND REVOCATION THERK-
OF

As ently s 1704 Congross empowered the President, when in his
opinion the public safety should so req]uire, to lny an emburgo on all
sl!:)i w and vessels in ports of tho United Statos, domestic and foreign,
um%nr guch regulations ns the circumstances of the case might ree
quire, and to continue or rovoke the samne whenover ho should think
proper.  Tho aot provided that the authority to bo conferred should
not ho exercised while the Congress was in sossion,  Also, that any
embargo which might be Inid by the Prosident should ceuso and deter-
mine in fifteon days from the actual meeting of Congress, next after
tho laying of the embargo (ch. XLI, soc, 1, 1 8tat, 372).

RESTRIVTIONS ON COMMERCIAL INTERCOURNE WITH FRANCE AND
(REBAT BRITAIN

By un aet of June 13, 1708, ontitled “An Act to suspend the coine
mercial intorcourse hotwaen the United States and France, and the
dopondencies thereof”, Congress provided that no ship or vessol
owned, hired, or employed by any person resident in the United
Stutes should after the Hrst day of July of that year be allowed to
proceed to any place within the torritory of the French Republic,
or its dependencies, or be employed in any traffic or commerce with,
(1}{ fml" rnny person resident within the jurisdiction of, the French

opublic.

1708—THR PREBIDENT EMPOWERED ‘'TO REMIT AND DISCONTINUE"
THE PROHIBITIONS AND RESTRAINTS ON COMMEROIAL INTHROOURSE
WITH FRANCH

Section 5 of the act provided that, if prior to the next session of
Congress the Government of France should disavow and refrain
from the aggressions, depredations, and hostilities against vessels
or other property of citizens of tho United States and should acknowl-
edgo the just claim of the United States to be considered in all respects
as noutral and unconnected with the then existing European war—

Then and theroupon it shall he lawful for the Prestdent of the United States,
being well ascortained of the premises, to romit and discontinue the prohibitions

and rostraints hereby enacted and declarod; and he shall be, und is hereby author-
fzod to make proclamation thereof necordlng]y. (ch. LI, sco. 1 and b, 1 Stat.

15 .

1799—THE PRESIDENT EMPOWERED ‘‘TO REMIT AND DISCONTINUB"
RESTRIOTIONS IMPOSED ON TRADING IN FRENCH PORTS

By an act, approved February 9, 1799, entitled “‘An Act further
to suspend the Commercial Intercourse between the United States
and France, and the dependencies thereof”, it was provided, in sec-
tion 1, that efter the 3d day of March folfowing, no ship or vessel
owned, hired or employed, wholly, or in part, by any person resident
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in the United States, should be allowed to l;:rocead to any port or
p{nce within the terrifory of the French Republie, or its dopendencies,
eto, )

Section 4 of the Aot authorized the Presldent, if Lo should deem
it expedient and consistent with the interests of the United Statos,
by his order, to remit and discontinue for the time being the restraints
and prohibi%ions thus provided for, and to revoke such order when«
ever in his opinion the interests of the United States should require,
silid)to make proclamation thereof (ch. II, seos, 1 nnd 4, 1 Stat. 613,

UBERTAIN FRENOH PONTS EXOEPTED BY THE PRESIDENT BY
PROCLAMATIONS

Two proclamations were issued imrstmnt to this act on June 20,
1799, and May 21, 1800, declaring it lawful for vessels dopartinf from
the United States'to entor cortain ports of Santo Dnmingo. (1, Ric-
gtag'g Messages and Papers of the Presidents (1789-1807), and 288,

Similar acts were passed by Congross in 1806 and 1807 (2 Stat, 379,
411) with respect to trade botweon the United States, Great Britain,
and Ireland, ,

By the act of March 1, 1800 (ch. XXIV, 2 Stat. 528), Congress

laced certain restriotions on the entrance in ports of the United

tates of vessels of both Great Britain and France,

1809-—-A0T PLACING RESTRIOTIONE ON ENTRANOHE OF VESSBELS OF
FRANOE AND GREAT BRITAIN, AND PROHIBITING TRADE WITH THOSE
COUNTRIES

By section 4 of the act it was provided that it should be unlawful
to import into the United States any goods, wares, or morchandise
from any port situated in Great Britain or Iroland, or in any of the
colonies or dependencies of Great Britain, or from any port situated
in France or any of her colonios ot depondoncies.

Section 11 authorized tho President, in case either France or Great
Britain should revoke or modify her edicts, so that they should cense
to violate the neutral commerce of the United States, to declare the
same l?v J)roclamation, after which the trade of the United States
suspended by the act, and by the act laying an embargo on shirs and
vest?els in ports of the United States, should be renewed with that
nation.

1810~~PRESIDENT AUTHORIZED TO EXEMI'T FRANCE OR GREAT BRITAIN
FROM PROVISIONS OF 1810 ACT, AND TO REVIVE THE PROHIBITIONS
OF 1809 AcCT

The act expired on May 1, 1810, on which date another act was
approved (2 Stat. 605, 608), providing that no British or French
armed vessel should he éwrmxttod to enter the waters under the juris-
diction of the United States, oxcoept when forced in by distress, or
when charged with despatches or business from its Government (sec.
1); and forbidding all pacific intercourse with any interdicted vessel,
the oflicers or crew thereof (scc. 2).
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NOVEMBER 2, 1810—FRESIDENT FROOLAIMH FRANOUYW 1IAH CHABKD T0
VIOLATE NEUTRAYL COMMERCKH OF 'THE UNITED HTATES

By goction 4 of tho not it was provided that, if either Grent Britain
ot France should, before the third day of March following the passage
of the aot, rovoke or modify its odiots so that they should coase to
violnto the neutral commorco of the Unitod States, the fact should be
doclnred by a proclamation by the Prosident and the rostrictions im-
lmsml by tho aet should censo to exist, 1t was also provided that, if
he other Nation should not within 3 months thereaftor rovoke or
maodify its odicts in liko mannor, tho restriotions imposed by the aot of
1800 ehould bo revived as to that Nation and havoe full force and
offect 8o far as concerned articles coming from the dominions, colonies,
and dorondmwios of the Nation thus refusing or neglecting to revolke
or modify its ediots, On November 2, 1810, the President issued n
proclamation declaving that France had so rovoked or modifled her
cdicts that thoy consed to violate tho neutral commerce of the United
States, theroby roviving the nonintercourso aet of Mareh 1, 1809,
a8 to Cireat Britain,

1810~-THE BRI  AURORA "'~ CONGREHS MAY MAKE THE REVIVAL OF AN
ACT DEPEND UPON AN EVENT T0 BH DETHRMINED BY THE PRESIDENT

In the caso of the brig Aurore v. United Statex (1813, 7 Cr, 382) it
was contonded, with referonce to the ahove proclamation and the
aots pursuant to which it was announced, that “Congross could not
tranafor tho legislative powoer to the President” und that to “make
the revival of a law dopend upon the President's_proclamation is to
give to that proclamation the forco of n law.” Justico Johnson, in
dolivering the opinion of tho Supreme Court, answered theso cone
tentions by stating:

. We enn seo no. sufliclont ronson, why tho leglslature should not exerclso its
dixerotton tn ruvlvlnr; tho aet of Mareh 1, 1800, elther oxpressiy or conditionally
as thelr ju(_l{gnmn_t should direet,  Thoe 10th seetlon of that net doelaring that It
ghould continue {n fores to o vertaln e, wd no longer, could not restrlet thele

power of oxtending {is nrm'uﬁou. without limitatlon upon the oceurronce of
any sithsegnont combination of events,  (Fhid. 380, 388.)

1816—REPEAL OF DISCRIMINATING DUTIES TO TAKE EFFECT WHEN
PRESIDENT “SATISFIED" THAT DISCRIMINATORY DUTIES AGAINST
THYE UNITED S8TATES ABOLISHED

Tho act of March 3, 1815, repealed cortain parts of prior acts
imposing diseriminating duties on tho tonnage of foreign ships, and
on goods, wares and merchandise imported into the United States in
such vessols ns compared with vessels of the United States, and goods
imported therein, insofar as they related to the produce or manufac-
ture of the Nation to which such foreign ships belonged. The repeal
was to tako effect in favor of any foreign nation ““whenever the Presi-
dent of the United States shall be satisfied that the discriminating
or contervailing duties of such foreign nation, so far as they operate
to the disndvantage of the United States, have been abolished.”
(Ch. XXXVTI, 3 Stat. 224.)
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1818-21-—PROCLAMATIONS ANNOUNUING REMOVAL OF DIHCRIMINATORY
DUTIES

Pursuant to this aoct proclamations were issued by the President
on July 24, 1018, with respoot to the Free City of Bremen, on August
1, 1818, with respect to Hamburg, on May 4, 1820, with respeot to
Lubeck, on August 20, 1821, with respect to Norway and on Novem-
!7’52 2729,5)1821, with respect to the Dukedom of Oldenburg (3 Stat.

1817~30—O0THHER BIMILAR ACT8 AND PROULAMATIONS WITH REFHERENOE
T0 THE REMOVAL OF DISCRIMINATIONS

Other acts of somowhat similar import, making provision for re-
ciprocal treatment of foreign products, or vessels, as the case might
be, when such reoif)rooal treatment was ascertained by the President,
were passed as follows: March 8, 1917 (3 Stat. 361), with proclama-
tions in execution of the act made with reference to Nova Scotia and
New Brunswick (3 Stat. 701, 702); January 7, 1824 (4 Stat, 3); May
24, 1828 (4 Stat, 308); and, May 81, 1830°(4 Stat. 428), ‘

Section 4 of the act of 1824 provfded that, upon satisfactory evi-
dence being given to the President by the government of any forsign
nation that no discriminating duties of tonnage or impost were im-
gosed or levied within the poris of the said nation upon vessels wholly

elonging to oitizens of the United States, or upon merchandise the
produce or manufacture thereof imported in the same, the President
should issue his proclamation declaring that the foreign discriminat-
ing duties of tonnage and impost within the United States should be
suspended and discontinued as to the vessels of said nation and the
“merchandise of its produce or manufacture, imported into the
United States in the same,” A similar section was embodied in the
act of May 24, 1828, and this section was substantially preserved in
section 4228 of the Rovised Statutes.

In execution of these several acts, various proclamations were
issued by Presidents Adams, Jackson, Polk, Fillmore, Buchanan,
Lincoln, Johnson, Grant, and Hayes.! .

BXECUTIVE AGREEMENTS BETWEEN THE UNITED STATES AND SPAIN

Pursuant to section 4228 of the Revised Statutes, this Government
entered into an agreement with Spain, signed at Madrid February
13, 1884 (2 Malloy, Treaties, Oonvent{ons, atc., 1681) providing for
reciprocal abolition of certain diseriminating duties on goods imported
into the United States from Cuba and Puerto Rico and on American

oods imported into those islands, The agrcement was brought into
orce by a proclamation issued by President Arthur February 14,
1884 (23 Stat. 835). This proclamation was revoked by a proclama-
tion issued by President Cleveland October 13, 1886 (24 Stat. 1028),

On October 27, 1886, a further agreement (2 Malloy, op. cit., 1682)

was entered into with the Government of Spain which provided that

! Adams, July 1, 1828, 4 Stat. App. 818; Jackson, May 11, 1820, June 3, 1820, Sept, 18, 1830, Apr.
28, 1838, and Sept. 1, 1830, 4 Stat. App. uli. 815, 810, 11 8(nt. App. 781, 782; Polk, Nnv.lz 1847, § Stat. App.
100t Fillmoto, Nov. 1, _I‘rfw. 0 Stat, App, 1001 Buchanan, Feb. 25, 1858, 11 Stat, ApJ». 705 f.{ncoln, Dec,
10, 1803, 13 Stat, App. 730; Johnsan, Dee. 28, 1860, and Jan, 29, 1867, 14 Stat, App. 818, 810; Arant, June

12, 1869, Nov, 20, 1860, Feb. 25, 1871, Dee. 19, 1871, Sept. 4, 1872, ntul Oct, R0, 187210 Stat, App. 1127 1130
to 1137, 17 Stat. App. 934, 050, 057; and Hages, Nov. 30, 1880, 21 &far, 800,
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the United States should bo given equality of treatment on tonnage
and impost duties, on products of and articles vacaedin%from the
United States or from any foreign country, in vessels owned by oitizens
of the United States to the islands of Cuba and Puerto Rico, and that
no higher or other imposats or tonnage duties would be levied upon
such vessels and the merchandise carried in them than were imposed
upon Spanish vessels and their cargoes under the same circumstances.
On the part of the United Stotes It was provided that the President
should issue a proclamation deolaring suspended and discontinued the
foreign disoriminating duties of tonnafe and imposts within the
United States ‘‘so far as respects Spanish vessels and the produce,
manufactures or merhandise imported in them into the United States
from Spain or her possessions aforesaid or from any foreign country.”
Such a Proclamation was issued bi President Cloveland under section
4228, Rovised Statutes, on October 27, 1886 (24 Stat, 1030). See
also Agreements with épnin of Septembor 21, 1887, December 21,
1887, and May 26, 1888 (2 Malloy, op. cit., 1683, 1684, and 1685).
None of these ngreements was submitted to the Senate.

1884~—PRERIDENT AUTHORIZED TO SUSPEND COLLEGTION OF TONNAGRE
DUTIES ON CONDITION OF RECIPROCITY

By soction 14 of tho act of June 26, 1884, designed to remove certain
burdens on the Amerlean merchant marine and to encourage the
Amerioan foreign carrying trade, certain tonnage duties were imposed
on vessels entering the United S'ta_tes from any formﬁn port in North
Ameoriea, Central Ameorica, the West India Islands, the Bahama
Islands‘ the Bermuda Islands, the Sandwich Islands, or Newfound-
land, The President was uutimrizod.to suspend the collection of so
much of these duties on vessels ontering from certain specified ports
as might bo in éxcess of the tonnage and light house dues, or other
equivalent tax or taxes imposed on Amorican vessels by the govern-
monts of the foreign countries in which such ports were situated, and
u})on the passage of the act “and from time to timo thereafter as
oiten as it may become necessary by reason of changes in the laws of
the foreign countries above mentioned,” to “indicate by proclamation
the ports to which such ausvensmn shall np(sxly, and the rate or rates
gf tom')?aga duty if any to be collected under such suspension” (23
Stat. 67).

It wil? be seen that very broad latitude was given the President by
this act. Ho was allowed to specify, on the basis of reciprocity, the
rate or rates of tonnage duty, if any, to he collected.

1886—PRESIDENT SUSBPENDS DUTIES, CONDITIONS OF RECIPROCITY
EXISTING

In execution of this act Presidents Arthur and Cleveland issued
proclamations January 31, 1883, February 26, 1885, and April 7,
1885, suspending the collection of tonnage duty on vessels arriving
from cartnin ports (23 Stat. 841, 842, 844).

Anosher act of this character was that of June 19, 1886 (sec. 11,
g% St%)sz). This was amonded by the act of April 4, 1888 (25
Stat. 80).
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1884-TREATY WITH GREAT BRITAIN'

By article 111 of tho Rocll)rocity Treaty of 1854 botween the United
Statos and Great Britain with respect to fishories, duties, and naviga.
tlon, it was provided that certain enumorated articles the produce of
the British colonios or of the United States should be imported into
each country free of duty. ,

By artlole VI it was provided that the stipulations of the treaty
should extend to the island of Newfoundland Providad tho necessary
legislation were enacted by the Imperinl Parliament, the Provinciul
Parliament of Newfoundland, and the Congress of tho United States,

1864—PRESIDENT 'O GIVE EFFROT T0 TRHATY AFTER RECRIVING
HSATISFACTORY EVIDENCE" OF CERTAIN FACTS

By an act of (longress u‘)pmvcd August b, 18564, to carry into
effect tho tronty aforesaid, tho President was given power after ho
“ghall recoive sutisfactory evidence that the Imperial Parliament of
Great Britain” and so forth had pussed laws on their part, to givo
full effect to the provisions of the treaty (10 Stat. 587). Following
the passage of this act, President Plerco lssued a rroalmnation March
16, 1858, doclaring that the articles mentioned In the treaty should
be admitted to the United States from Canada, New Brunswick,
Nova Scotin, and Prince Edwards Island (10 Stat. 1179), On De-
cember 12, 1855, Prosident Piorco issued another proclamation declar-
inJ; that grain, {lour, brendstuffs of all kinds, and so forth, should be
admitted free of duty from Newfoundland, he having received satis-
factory evidence that that Province had consented “in a due and
proper manner’’ to have the provisions of the treaty extended to it,
and to allow the United States the full benefits of all its stipulations
so far as they wero upplicable to Newfoundland (11 Stat. 790).

It is important to beur in mind that, while in all these cases the
President was authorized to suspend or to bring into operation pro-
visions of the nets upon the ascortaiment of certain facts, and to
decrense, lower, or suspend ultogether duties and restrictions under
certuin conditions, in none of them was he authorized to modify or
change duties, restrictions, or prohibitions on the entry of vessels
or merchandise, except upon conditions lnid down by Congress. In
other words, the President by finding that certuin conditions existed
and proclaiming their existence, suspended or brought into operation
the provisions of luw enacted by the Congress,

Recierocan AorkeMeNts RELATING ALONE To RATES or Dury-—
McKiney Acr, Ocronrn 1, 1890 (26 Stat. 507, 612)

1890——MCKINLEY ACI RATES APPLICABLE WHEN PRESIDENT ASCER-
TAINED THAT THERE WAS A FAILURE RECIPROCALLY TO GRANT FREE
INTRODUCTION OF ARTICLES

The tarifl nct of 1800 “to reduce the revenue und equalize duties
on imports” made provigion for the imposition of penanlty duties
upon imports from countries discriminating in their turiff trentment
against goods from the United States, This was appuarently the
first act under which the President entered upon a comprehensive
program of tarifl’ bargaining by Executive agreements.

~d

| T—
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Sootion 3 of this act provided that, with a viow to securing rociprocal
trndo with countries producing cortnin speolflied articles (sugar
molnsses, coffeo, tea, and hides), the Prosidont, when he was satisfe
that the Government of any country producing and oxporting these
articles, or any of them, imposed duties or other exactions upon the
agricultural or othor products of the United States which, in view
oi‘t the freo introduction of such artieles into the United States he
might regard as reciprocally unequal and unreasonable, should have
the power to suspend by proclamation the provisions of the act
relating to the free introduction of the nhove-montioned articles for
such timo as he should deem just, and that during such suspension
dutiios should be levied upon the articles at rates specified in the
section,

1801-62 RECIPROCITY AGREEMENTS FOR FREL INTRODUCTION OF ARTICLES
NAMED IN 1800 ACT

Following the pussuge of the act, Secretary Blaino hegan the nego-
tintion of n sories of ngreements, and hetween Junuary 31, 1891, and
May 20, 1802, 10 reciprocity agreements were concluded, all hut
two of which ware with countries of the Western Hemisphore, In
each of the agreemonts the United States undertook to admit free of
duty when coming from the other country the five articlos—-sugar,
molnsses, coffeo, ton, and hides---enumeratod in the penalizing pro-
vislon of the not, In the majority of these agreements the other
contracting partios undertook to admit free or at substantinlly reduced
tarlfl rates the bulk of its imports from the United States. "The z)en-
alty duties were imposed on Colombia, Venezucln, and Haitd after they
had failed to respond to requests of this Government to negotiato
agreemonts,

PENALTIES

Penalties were not imposed upon these articles coming from the
Argentine and Mexico, although those countries fuiled to conclude
agreoments with the United States, This led to protests by Colombia
and Venezuola on grounds of unfair discrimination.

1802-~FIELD ¢, CLARK~—1880 ACT DID NOT DELEGATE LEGISLATIVE
OR TREATY-MAKING POWERS

The constitutionality of this provision of the Tarifl Act was attacked

in the case of Field v. Clark (1802) (143 U.S. 649, 681) on the ground
that, in authorizing the President to suspend the free importation of
certain products, the Congress had deleguted to him both legislative
and treaty-making Imwors. The claimants, therefore, sought to
obtain the refund of certain duties claimed to have heen illegally
exacted on imported merchandise under this act. The Circuit Court
for the Northern District of Illinois gave judgment against the im-
porters, and tho Su‘prcme Court of the United States aftirmed the
udgment, Mr. Justice Harlan rendering the majority opinion, with
Mr. Chief Justice Fuller and Mr, Justice Lamar dissenting from the
opinion but concurring in the i’udgnmnt of the court.  Justice Harlan,
speaking for the Court, stated:

That Congress cannot delegate legislative power to the President {s a principle
universally recognized as vital to the integrity and maintenance of the system of

< TN
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government ordained by the Co.atltntion. ‘Tho aot of Qotober 1, 1890, In the
partioular undor vonsidoration, {1 not Inconslstent with that prlno‘plo. 1t does
not, in ani' rosl gonso, invoest tho Prosident with tho power of loglslation, * * %
Congress tsell presoribed, In advance, the dutles to be levied, collected and pald,
on sugar, molasses, coffee, tea, or hides, produced by or expor%ed from such desig.
natod country, while the suspension lastad. Nothing involving the oxpodlen?y
or tho just oporation of such leglelation was loft to the determination of the
Prestdont, o words ‘‘he may deom” in tho third seotion, of course, implied
that the Prosidont would examine the commeroial regulgtions of other countrios
produolng and exporting sugar, molasses, coffee, tea, and hides, and form a judg.
ment as to whether thtx’ were rociprooally equuf and reasonable, or the contravy
In thelr effoot upon American produots., But whon le ascertained the fao
that dutios and exactions, reclprocally unettual and unreasonable, were Imposed
upon the agrioultural or other products of the United States by a oountry pro.
duoing and exporting sugar, molasses, coffee, tea, or hides, it became his ditty to
lesuo o Em:clamauon declaring tho suspension, as to that country, whioh Congross
had determined should ocour. He had no disoretion {n the promiges except In
reapeot to tho duration of the suagonalcn wo orderad. But that related only to
the enforcemont of the polioy established by Congress, W

What has boen said Is m‘u‘nll aﬂ) feable to the objsotion that the thivd seotion
of the act invests the Prosldent with treaty-makln{g gowor. .

The court 18 of opinion that the third seotion of the act of October 1, 1800, Is
not liable to tho nbj'eotlun that it transfers leglslative and treaty-making power
to the Presidont. (Ihid, 692, 003, 604),

DiNaLky Tarier Acr oF JuLy 24, 1807 (30 Srar. 161, 208)

This appears to be the first act under which the President was
specifically called upon to enter into commercial agreements with
foreign governments,

1807—DINGLEY TARIFF ACT—PRESBIDENT 170 ENTLR INTO COMMENRCIAL
AUREEMEN'TS

Section 3 of this act provided that *fer the purpose of equalizing
the trade of the United States with foreign countries, and their
colonies, producing and exporting to this country’ certain articles
therein name.d, the President should enter into negotintions with the
governments of such countries with a view to the conclusion of
commercial agreements in which reciproenl and equivalent concessions
might bo secured in faver of the manufactures and products of the
United States, and should suspend by proclamation the imposition
and collection of the duties provided for in the act, and substitute
therefor-duties as specifically stated in said section.

Pursuant to this authority the President concluded agreements with
France in 1898, 1002 and 1908; with Portugal in 1809 and 1902; with
‘Germany in 1900, 1900, and 1907; with Italy in 1000 and_1909; with
Switzerland in 1000; with Spain in 1906 and 1909; with Bulgarin in
1906; with the Netherlands in 1007; and with Great Britain in 1907,

These agreements, which were not submitted to the Senate but
were brought into force b proclamation by the President, were

iven full force and effect by various decisions of the courts of the
nited States.?

The act also contemplated other and more comprehensive agree-
ments with foreign governments, "

3 Nichoar v, Unlted States (1000, 122 Fed. S0 Uniled tatew v, Turter Chemleal Co. (1008), 127 Fud,
044; Umited States v, Juling Wite Bro. & Co, (190D, 130 Fed, 8313 United States v Luntles, ¢f al. (1904), 150

Fed. 338 Mipilaracca Wine ¢n, v, United States (140%), 148 Fed. 142; La Manna, Azema & Farnan v,
United States (190), 144 Fed, 083 Mikalocitchy, Feteher & Co. v Uned Stales 11908), 160 Fed. 085,
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Seotion 4 authorired the Prosident, by and with the advice and
consent of the Senatv, to nogotiato tronties with foreign countries
concerning the admission {nto such countries of goods, wares, and
merchandise of the United States and to gmnb in consideration of
the advantages acoruing to the United States therefrom a reduction
duri'ng the period of & years of the duties imposed by the act to the
extont of not more than 20 percent thereof upon such goods,
wares, or merchandise as might be designated therein of the coun-
tries with which such treaties were made, The section also author-
fzod the inclusion in auch treatios of undertakings to transfer from
the dutiablo list to the freo list products of such foreign countries,
and to retain upon the free list of the act during a specified period,
not exceedin years, such goods, wares, and merchandise then
included in the free list as might be designated in the treaties. The
geotion further provided that when the treaties should be ratified b
the Senate and approved by Congress, and public proclamation made
accordingly, thon and thereafter the duties which should be collected
by the United States upon any of the designated goods, wares, and
merchandise should, during the period provided for, be the duties
specified in the trentles.

THE KASHSON TREATIES

Pursuant to this authorization this (Government concluded a
sorles of trenties, all of which made provision for tariff reductions of
considerable importance, The first treaty was negotiatéd with France
in 1800, The French conceded the rates of their minimum schedule
on all but a fow articles, in return for which the United States agreed
to admit a long list of Tronch products at reductions of from & to 20
percent below the rates of the Tariff Act of 1807. Other troaties
negotinted were with or on hehalf of American countries—the Are

ontine, Ecuador, Niearagus, Dominican Ropublie, Denmark (for

t. Croix), and Great Britaii (for various American eolonies),
The concessions made to' the  United States were numerous and
varied, The important jtems upon which the United States agreed
to make concessions were sugdy, miolasses, hides, and wool. The
trentics were presénted to the Sénatein 1889. Two groups of
interostd stood in opposition-—on the ohe hand the representatives of
American ‘exportets, such as the iron, sbéol;"’md"ja ricultural imple-
ment trades, and on the other hand domestis producers who feared
foreign ‘compatition ‘arid those' who saw in‘the tréaties an undesirable
infringéthent of the principle of protéstion. ' Mr, Kasson, the nego-
tintot' Of the treaties, and President MeKinley both yrged ratification,
but 116 action was taken other tholi to extend the time during which
ratifioation mii}&t be secured. , e

In 1901 the Manufacturers’ Begip&oity Convention met in Wash-
ington and declared itelf for protaction and favorable to reciprocity
only when the latter could be secured without injury to any of the
domestié interests of manufacturing, comm&r:@, or farmin%. Presi-
dent Roosevelt adhered to the views of President McKinley but found
it impossible to sebure approval of the treaties' by the Senate. The
treatios were pigeonholed ‘without further action (Reciprocity and
Commorcial Treaties, 1919, pp. 28-30). <
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Payng-ALprion Aot or Avaust 5, 1000 (30 Star, 11, 82, 83)

1909—PAYNE-ALDRICH TARIFF-—PREBIDENT TO ABCERTAIN FACTS AND
BY PROCLAMATION IMPOSE MINIMUM RATE

The act of August 8, 1900, provided two schedules of duties, a
minimum and a maximum. The minimum tariff and the free lst
were grovided for in seotion 1 of the act. The maximum tariff was
provided for in section 2 by adding to the rates of section 1, 26 per
centum ad valorem. This same section provided that the President,
when, he should be satisfied—

in view of the charaotor of the concessions granted by the minimum tarlff of the
United States, that the governmont of any forelgn country imposes no terms or
vestriotions, alther in the way of tarlff rates or provisions, trade or other regula-
tions, chargos, exactions, or in any other manner, directly or lndirectlir. upon the
fmiportation into or the sale in such foreign countiy of any agricultural, manufac-
tured, or other product of the United Btatos, which unduly disorimintae against
the United States or the products thoreof, and that such forelgn country pays no
oxport hounty or imposes no oxport duty or prohiibition upon the exportation of
any artiolo to the United States which unduly diserininates against the United
Statos or the produocts thoreof, and that such foreign country accords to
the‘ "‘, "; *  products of tho Unlted States treatmont which is reciproeal and
equivalent,

should so declare by proclanntion and that thereafter all articles
imported into the United States from such foreign country should be
admitted under the terms of the minimum tariff as presoribed b

section 1, Section 2 further provided that whenever the President
should be satisfied that the conditions which led to the issuance of the
proclamation no longer existed, he should issue a proclamation to that
effect, and 90 days thereafter the provisions of the maximum tariff

should be applied to the importations from the foreign countrg.
The President was authorized to emploiisuch persons as might be
required to securg’information to assist

duties imposed by the act. )

It will be seen that the act gave the President not only the authority
to determine the facts and to issue proclamations giving products
from other countries the benefits of the minimum tariff but also the
authority to supplant such Yroclamutiona by others subjecting such
favored procducts to the maximum duty.

The maximum tariff imposed by ‘the act became effective on April
1, 1910, but prior to that date 134 proclamations, which practicall
included tho entire commercial world, had been issued by the Presi-
dent applying the minimum tariff. () appears that in no case was
the maximum rate applied.

UnpERwWOOD .Act oF OcToBER 3, 1913 (38 StaT, 114, 102)

1918~~UNDERWOOD TARIFF AOT-—PRESIDENT TO NEGOTIATE
RECIPROCITY AGREEMENTS

Secction 4 of the act, approved October 3, 1913, authorized and
empowered the President to negotiate reciprocity agreements with
foreign countries, such agreements to be submitted to the Congress
for ratification or rejection. It does not appear that any agreements
were entered into pursuant to this provision. This may be accounted

m in the discharge of the

I
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for In layge measure by the fact that shortly after the act became
effective tho conflagration in Europe broke out, and the export trade
of the United States incrensed by loaps and bounds without the
necgssit,y of trado agreements of the character contemplated by the
act.

Tup REVENUE Act oF SEPTEMBER 8, 1016 (30 StaT, 786, 700, SEcs.
804, 805)

The act, approved September 8, 1916, conferred very broad author-
ity on the Executive by authorizing him to prohibit the importation
of foreign articles win the samoe or other domestic articles were re-
fused entry into forecign countries (sec, 804), Secction 805 gave the
Prosident the powor to prohibit by proclamation during the existence
of any war to which tho United States was not a party, articles comin
from any country that placed rostrictions on the importation o
American products. The President was also authorized—

to change, modify, revoke, or renow such proclamation in his discretton.

ForoNer-McCumBER Act OoF SEPTEMBER 21, 1022, (42 StaT. 808,
941, 940)

1922—FORDNEY~-M'CUMBER ACT—PRESIDENT EMPOWERED TO LOWER OR
RAISE DUTIES

Section 315 of the 1922 Tariff Aoct, which, together with other
sootions, contains the so-called “flexible provisions” of the act, pro-
vided for the lowering or raising of the duty by proclamations of the
Prosident to equalize the cost of praduction of articles in the United
States and tho like or similar articles of competing foreiin countries,
These proclamations were to be issued after investigution y the Tariff
Commission to ascortain the facts necessary to enable the President to
determine whether incressss;ov.degremees in the rates of duty should
be made. The scoticin-provided that the:total increase or decrease
should not excoed'%0 v of thig * e pebiied in title I of the act.

Section 316 gWie. Pl Pred i‘ POWSE, whenaver the existence of
methods of u m‘})etitionf ad, urifel m
articles intéythe Unlited States ordh theit by
destroy orsubstantially injure’a¥'industry, oi¥g
lishmentypf anch’ s Sodweiry, '
and co - ’ Tndted Btates

i@ ithe importation of

i should tend to
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or:40 restrals «eigd hr opolize trade

" had been éstablished to his satis-

to‘iﬁaf’ migsed, or in ex-

wy
i

s, 1 foles to'bé excluded Tawin the United
WD areld b doda VL THE dow e

Sectio @19 pro¥idod: thad! % ¢ President ghiowld find that the
public ¥erest"wouK ﬂ%& eby, he shoaltl’ by’ proclamation
specify and oW ios as provided in the act
upon art\g P MldOt of any foreign
country wh find s o fabk S Wdch country was
imposing i8¢ Wfon the diposttion in, transporta-
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U PR

b ¢ 1014 & ety o orce grantlng reciprocal most
‘%ﬂ: was apwo»ged b}’ the Sena

GEAng, aniong oth 8, 11108t-[8V0!
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nation treatment for the United SEMH A kre
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ucts, or was digcriminating against American commerce in respect
of oustoms duties, eto.,, as compared with that of other countries,
He was also authorized, in certain cases, to exclude articles from such
country from importation into the United States, i.e., if followin
the proclamations the foreign country had maintained or increa

its said discriminations, to impose countervailing duties in certain
olasses of cases, the Tariff Commission being authorized to mnke
investigations and reports to the President in all these cares (42
Stat. 944, 045). '

CONSTITUTIONALITY OF BECTIONS 818 AND 816 OF THE 1822 TARIFF
ACT UPHELD

The constitutionality of the first two of these sections was brought
into question in the courts of the United States between 1028 and 1932
on the ground that the del%gatnon of power to the President violated
section 8, article I, of the Constitution, wherein Congress was given
the power to lay and collect imposts and excises; the objection was
also made that the act was adopted for the express purpose of pro-
tecting the industries of the United States, whereas the Constitution
%ave the Confress power to le:f taxes for revenue purposes only,

hese two points were involved in the case of Hampton & Co. v.
United States (1928), (276 U.8. 394), which had to do with the })a -
ment of increased duties assessed pursuant to a proclamation of the
Prosident of May 19, 1924, Mr. Chief Justice Taft in delivering the
opinion of the Supreme Court upheld the constitutionality of section
315, relying in the main upon Field v. Clark, supra, and upon the
%recedent of the power conferred by Congress on the Interstate

ommerce Commission.

With reference to the first constitutional objection above named,
the Chief Justice said:

The same prineiple that J)erm(ts Congress to exerolse its rate-making power
in interstate commerce, by declaring the rule which shall prevall in the leglsat!ve
fixing of rates, and enables it to remit to a rate-making body created in accordance
with its provisions, the fixing of such rates, justifies a similar provision for the
fixing of customs duties on imported merchandise. If Congress shall lay down
by legislative act an lnntelligible prinoiple to which the person or body aut“orized

to fix such rates is clir:eled to conform, such legislative action is not a forbidden
delegat}on of legislavive power. (Ibid. 409).

With reference to the second constitutional objection above named,
the Court said:

Whatever we may think of the wisdom of a protection policy, we cannot hold
it unconstitutional.
long as the motive of Congress and the effect of its le%lnlatlve action are to
seoure revenue for the benefit of the g:neral government, the existence of other
mczltlvos ia ’ﬁlg zellggtlon of the subjects of taxes cannot invalidate Congressional
action, . 412,

The question of the constitutionality of section 316 of the act was
raised in the case of Frischer & Co., Inc.,et al. v. Bakelite Corporation
et al. (39 Fed. (2d) (1930) 247), and upixeld, Judge Graham %uoting
the decision in the Hampton case, supra, at considerable length.

The Court stated:

The provisions of section 816 do not constitute an attempted delegation of legis-
lative power. Here the Congress has deolared certain unfair methods and acts to
+ be uniawful, and has further declared that when such unlawful acts are com-

witted, certain remedies shall be applied. The statute does not provide that the

2
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tablish it fi to lovy any cmbargoes.
B e atatuts lrosll ang aro tho actof the logidative Loy Ethe
Presldent, in ror ormlnmm- dutles, doos 80 as 8 fact-finding body, and no different
principle a&p ies than that which was held to be applicable in the Hampton Case,
supra. (Ibid. 208.)

The constitutionality of section 316 was also upheld by & decision
rendered July 18, 1932, by the Cireuit Court of Ag})pals, second
cirouit, in the case of Frischer & Co., In¢., et al. v. Elting (60 Fed.
(2d) (1932) 711),

Smoor~-Hawrey Aot oF June 17, 1930, (46 Star, p1. I, 590, 701)

The provisions of sections 315, 316, and 317 of the act of 1922 were
reenacted in substance in sections 336, 337, and 338 of the Tariff Act of
1930,

CONSTITUTIONALITY OF BECTION 836 OF 1830 TARIFF ACT UPHELD

The constitutionality of section 336 of this act was questioned in
the case of United States v, Sears, Roebuck & Co. which had to do with
an increased duty imposed upon certain wire netting or fencing under
a proclamation (no. 1934) issued by President Hoover on February 5,
1931, It was contended that the section delegated legislative power
to the President and was void ab initio. The United States Customs
Court overruled the classification and assessment by the collector of
customs, holding that the President exceeded the powers delegated
to him in section 336, ‘or, if said section by its terms authorized the
President to take the actlon stated in sai proclamation, then said
?:gtaig;n f;&)ﬂ is unconstitutional and void.” (63 Treasury Decisions

) . .

An a;xweal was taken to the United States Court of Customs and
Patent Appeals. Two questions were presented, as follows:

(1) Whether the provisions of section 836 were in violation of
Article I, Sections 1, 7, and 8 of the Constitution; and

2) Whether the President, in the issuance of the Proclamation,
exceeded the powers glelegated to him by Corigress.

The court stated, in & decision rendered December 5, 1932, that,
so far as the question of the constitutionality of the section was con-
cerned, section 815 of the Tariff Act of 1922, which was the predecessor
of section 336 of the Act of 1930, had been found to be constitutional
and valid, citing Hampton, Jr., & Co., v. United States, 276 U.S. 304
supra; United States v. Foz River Butter Co., (1932) 20 C.C.P.A., and
other decisions. The court also stated that there was no difference
in principle in authorizing the President, in ascertaining the differ-
ences in costs of production, to consider the differences in the whole-
sale selling prices of domestic and foreign articles, as provided in
section 315, and anthorizing the commission to accept as evidence of
costs of production the weighted average of invoices or the average
wholesale selling price for a representative period, as set forth in sec-
tion 336, The court added:

We therefore conclude that the question of the constitutionality of sald section
336 of the tariff act is controlled by the prineiples declared in the decisions of the
Suyreme Court and this court, heretofore ofted, holding seotfon 318 of the Tarift
Act of 1922 to be constitutional, and that said section 336 of the Tariff Act of

1930 does not purport to deleéate leﬁlelative power, and its provisions are within
the power of Congress. (20 C.C.P.A, 301.)
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The second quention prosented to the court had to do with the con.
tention by the nippollee that the particular wire in question had not
been dosignated in pnragra;l)h 307 of title I of the tariff act (the para.
ﬁmph specified in the proclamation), and that the Clongress had not

elegatod to the Prosident the power to desoribe an article falling
within a “catch-all or basket paragraph and give it to an co nominc
dasiimation as he has done in the caso at bar, and that therefore, in
tho 1ssuance of said ?roclumutiou, ho exceeded the powers delegated
to him by Congress.” The court stated:

Wo eannot agreo with this contention, It ls well vstablished that wliore a
gonoral class of urticles Is namod In a tarllf law without speclfying caneh articlo
coming within tho eluss, cach of sald nrticlos fs regardod as enumerated as clearly

ag If tho proper naines of each and sl of thom had been glven,  Mason v, Roberison
130 U.8, 0624; Arthur v, Bullerfield, 125 U.8. 70,

L) W * L L L L]

Undor this prinelple If the articlos horo involved are elassifiablo undor suld puras
graph thoy must ho rerarded as onumerated therein, to use the languago of the
;elupmnlw C(),urt, Yas clearly as i thoe proper names of ouvh and all of them had
yon givon,

This belng the law, we think It was clearly the Intention of Congross to empower
the Prosidont to changoe the clussification of an article falling within the provistons
of nald paragraph 307 of sald tarlff net and fuereaxe or decronse tho rutes of duty
thoereon to the samo oxtent as If said artiele hud been eo notine designatod in said
paragraph, * * +  (Ihid, 801, 302.)

. It will be seen from thie foregoing that at various times, from the
timo of Washington to the present time, very broad powers huyve been
conferred upon the Exccutive in connection with the regulation and
promotion of trade and commerce, and in the application of provisions
of the various tarifl acts, ‘ .

This nuthority has includad the right of tho President-—

51) To lny embargoes on ships and vessels (uct of Juno 4, 1704).

(2) To remit und discontinue restraints and prohibitions proscribod
b%' C'ongress with respect to commercinl intercourse (acts of Feb, 9,
1709, and Dec. 19, 1800). o

(8) To revive restrictions and prohibitions with respect to commer-
(lziull ixbt)orcoursc previously removed (acts of Mar. 1, 1800, and May

, 81 1]

(4) To declare the repeal of acts imposing duties on the tonnage of
ships and vessels and on goods, wares, and merchandise (acts of
Mar, 3, 1815, and May 31, 1830). , )

(6) To suspend the free entry of specified articles and to enter into
Executive agreements for the free introduction of such articles on a
basis of reciprocity (act of Oct. 1, 1890). . .

(6) To enter into commercial agreements granting reciprocal and
equivalent concessions, and to suspend by proclamation the imposi-
gigél??nd collection of duties provided for by Congress (act of July 24,
(7) To grant minimum rates prescribed by Congress on imports (act
of Aug. 5, 1909). ) \

(8) () To lower or raise duties to equalize cost of production, (b) to
exclude articles from importation on grounds of unfair competition,
(c) to specify and declare now and additional duties when diserimi-
nation against American products was found to exist (acts of Sept. 21,
1922, and June 17, 1030). '
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The powors granted to the President by these various acts have
boen consistently upheld by the courts. It is worthy of remark that,
of tho very large numbor of agreements that have beon entered into
by the President, without the consent of the Senate, relatively fow
have beon questioned in the courts,' 'T'his delegation of power must,
however, be confined within cortain limitations. The courts when
called upon have indicated in a l;zmrmml way what theso limitations
should be, 'While the wording of these limitations hos varied in the
different decisions, the tosts which the courts have indicated that such
legislition must meet are substantially as follows:

(1) That Congress must prescribe tho poliey and plan to he fol-
lowed, leaving to the President merely the execution of such lmlicy
and )iam; (2) that whiloe the Prosident may not exercise discrotion as
to what the policy or tho law shall be, authority may he conferred on
him to oxercise discrotion in the execution of such ?olicy or law;
(3) that Congress may provide that the enforcement of the law shall
dep :nd upon future events or upon the ascertninment of facts, leaving
to the President the determination of the happening of the events, or
the existenco of the facts; (4) that—

If Congross shall lay down layloglslntlva aot an Intolliglble prineiple to which the
person or body authorized to fix such rates {s directod to conform, such legislutive

notion is not a forbidden delegation of legislative power, (Hamplon & Co. v.
Unilted Stales, 1927, 276 U.8, 409,)

With referonce to the matter of judicial reviow, the court in the
case of United States v, Sears, Roebuck & Co., supra, said:

* % * tho aots of the President in performing the duties imposed upon
him by sald section 836 are administrative, * and * * % judicial

review of such acts may be had for the purposo of determining whether ho has
exceeded the powers delegated to him (304).

Two classes of agreements have been concluded by the Executive
under the acts above mentioned: (1) Executive agreements, brought
into force by proclamations, without reference to the Congress, and
(2) treaties, particulatly the Kasson Treaties, providing for recip-
rocal tariff concessions which, by the act of bongress, were to be
submitted to the Senate and later to the Congress for approval,
The history of this latter class of agreements, as indicated above,
would suggest that this latter method of ne%otmtmg tariff agreements
is not a very satisfactory one for the reason that, when the agreements
r.re referred to the Senate for npgroval, conflicting interests develop,
makiugrit diffioult, if not impossible, to bring about their consumma.
tion. There is ample authority under the Constitution for the dele-
%ntion by the Congress to the Executive of power to conclude such

xecutive agreements as to tariff matters as in the judgment of the
Congress may be in the interest of American trade and commerce,
and a reasonable deleiatwn of such power, with proper limitations,
and the exercise of the authority by the Executive, with proper
regard for the wishes of Congress, will give rise to no difficulties from
the point of view of the Constitution of the United States,

AN ACT To authorize the President of the United States to lay, regulate, and revoke embargoes

8EcTioN 1, Be it enacted by the Senate and House of Representatives of the United
States gf America in Congress assembled, That the President of the United States
be, and he Is hereby authorized and empowered, whenever, in his opinion, the
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publio safety shall so require, to lay an embargo on all ships and_vossels lu the
ports of the Unitod Stutes, or upon the ships and vessels of the United Btutes,
or the ships and vessels of any foreign natlon, under such mﬁ(ulaﬁons as the clr.
cutnstances of the ouso may roquire, and to continue or rovoke the same, whon.
over he shall think proper. And the Presidont is hereby fully authorzod to glve
all such ordors to tho officers of the Unitod States, as may he necossary to earry
the same into full effect: Provided, The authority aforesald shall not be exerclsed,
while the Cong‘ross of the United States shall be in sesslon: And any embargo,
which may be lald by tho Prosident, as aforesald, shall ceaso and determine in
fittoen days from the actual meeting of Congross, roxt after laying the same,

Bro. 2. And be 1l further enacled, That this act shall eontinue and he In force
untlll fifteen days after the commencement of the next session of Congress, and
no longer.

Approved, June 4, 1704,
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FRIDAY, APRIL 27, 1834

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The committee resumed consideration of H.R. 8687 at 10 a.m,, in
the committee room, Senator Pat Harrison presid'mg.

Presont: Senators Harrison (chairman), George, Barkley, Connally
%}\mie, aostigan, Clark, Lonergun, Couzens, La I'uflet-to, Hastings, an

‘alcott,

The Cuammman. Dr. Sayre, s“?pme we proceed, The Senators will
he coming in, and I understood that you wanted to put in some clari-
ffing amendments so that they will be in the record. We can have
that done now.

Mr. SAYRE. Thaese amendments, sir, are for the purposes mainly of
clarification and, I think, will not raise any contentious issues.

May I pass to you a copy of these amendments?

The first amendment is on page 1, line 8. It pertains to taking
the words “in the present emergency” out of line 11 and placing
them instead 1n line 8 after the word *‘assisting”, so as to read, “‘as
a means of assistin? in the present emergoncy in restoring the Ameri-
can standard of living.” This is simply a matter of plgraseologg/.

The second amendment is on paﬁe 2, line 10, and is likewise simply
to make clear the meanimf. On lines 9 and 10, after the language
‘““‘whenever he finds ang existing duties or other import restrictions”,
insert “‘of the United States or any foreign country”’, then continue
“are unduly burdening and restricting”’ et cetera. This is sim ly to
make clear that those words, “duties or other import restrictions”,
as used in lines 9 and 10, refer to duties or import restrictions either
of this country or of any foreign country.

The third amendment: On page 2, line 11, change the word *or"’
to the word “‘and.” . L

T ought to say a word in explanation, because this is a little. more
important than some of the others. We were speaking yesterday
afternoon ubout a yardstick by which to neasure the power delegated
to the President. The President, under this bill, is authorized to
enter into foreign trade agreements and to make certain proclamations.
Reading now on lines 9 to 12, page 2, ““whenever he finds that any
existing duties or other import restrictions are unduly burdening and
restricting the foreign trade of the United States.” That is one yard-
stick. As at present phrased, a second yardstick follows disjunctively
“or that the purpose above declared will be promoted by the use of
the powers herein conferred.” Those words, ‘“the purpose above
declared”, refer back to the purpose declared on page 1, lines 6 and

99
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7, *for the Rurposa of expanding forelgn markets for the produots of
the United States,” The bill as at present phrased allows the Presi-
doent to exercise this authority in either one of the two cases—either
whenever he finds that such oxistinﬁ duties are unduly burdening and
restricting the foreign trade of the United States or whenever he finds
that the purpose of expanding foreign markots will he promoted. In
order to strengthen the constitutionality of the bill and to eliminate
any possible argument that the yardstick here is not sufficiontly
dolin}to for restricting and defining the powers delegated to the
President, 1 would suggest that instead of using the dis‘tmct.ivo Wwo
uso the conjunctive and make it necossary for the President to find
both of those conditions,

¢ The C'naremaN, It adds the necessity for the President to find more
acts,

Mr. Savee, Yes; and, therefore, T think it would strengthen the
constitutionality of the bill without impairing in any way or limiting
its effoctive use.

The next propesed amendment is page 2, lines 12 and 13, The
present. phrascology is that *““the purpose above declared will be pro-
moted by the use of the powers herein conferred,” 1 suggest that
it is a lhittle more accurate use of lunguage to substitute the words
“by the means hereinafter specified”” 1 helieve  that would
strengthen again the constitutionality of the bill; it is a matter of
phrasing the precise meaning, .

The next amendment is on page 2, line 19, where 1 sugg‘ost the
insertion of the word “imported” Iolinwing the words “of existin
customs or esciso treatment of any”; so a8 to read, ‘‘any importe
article.” This simply makes the meaning elenr and 1 think there will
be no objection to 1t,

The Cuamyman, Thank you very much,  1Is that all?

Mr. Savre, No, sirj there are three others, There is ono relating
to Cuba. The present language, making an exception concorning
tho Cuban situation, occurs on page 3, lines 3 to 6. When the bill was
debated in the House, the question was rased as to whether trade
agrecoments made with respeet to Cuba would ho subject to the 50

ercent, limitation contained on lpago 2, lines 28 and 24. I behieve
1t is important that it be made clear whether that 50 pereent limita-
tion should cover the casc of a trade agreement made with Cuba
or not. ‘

In order to clarify that—in order to make elear that the 50 percent
limitation of the biil does embrace trade ngreements made with Cuba,
and to make abundantly clear one or two other uncertain matters
concerning possiblo trade agreements made with Cuba—we sugigest
the insertion of the following language in place of that which I have
just read, namely:

Page 3, line 3, strike out the comma and the words following down to the colon
in lno 6. Insert after line 15 a new subsection (b)) as follows!

“i(h) Nothing in this sectlon shall be construed to prevent the application,
with res}met to rates of duty established under this scction pursuant to agree«
ments with countries other than Cuba, of the provisions of the treaty of commer-
cial reciprocity concluded between the United States and the Republic of Cuba
on Decomber 11, 1902, or to preclude giving effect to an exclusive agreement with
Cuba concluded under this section, modifying the existing preferential customs
treatment of any article the growth},‘ produce, or manufacture of Cuba: Pro-

vided, That the duties payable on such an article shall in no case be less than 80
per centum of the duties now payable thercon.”

. e
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It follows that, on page 3, line 18, we should strike out (b) and
insert in lieu thereofl (¢). _

In order to mako this clear, I have prepared a statement which
might be inserted in the rovoml, if you choose, explaining the Cuban
amendment,

The CnateMaN. Yes; put that right in hore.

Puorospp AMBNbDMENT TO H.R. 8087

PREFERENTIAL TREATMENT OF CUBAN PRODUCTH

Roforence Is mado Lo the following provision In lines 3-6, on page 3 of the bill
H.R. 8087, us passed hy the House!

i oxeopt that nothing In this seetion shall be construed to provent tho granting
of oxvluslve proforentlal trontiwent to artleles the growth, prodiuce, of manu«
facturo of the Republie of Ciba:"

In the debate on the Bill {n the Hougoe doubt was expressed as to the moeanin
of this provision, it boing hield by eertain members that this language removes a|
limitations and restrictions with respeet to Cuba, 1o, It takes Cuba out of the
50 porcont Hmltation on ehanges in tariff rates,  In view of this misunderatandin
of tho purposes of tho provision, and the dosirabllity of maklng; the provision in a
respg: 8 clear and oxpliclt, it secems desirablo to clarify it by the following ainend-
ments;

“On pago 3 of H.R. 8087 us passed by tho House, strike out tho comma In line 8
and the words fo!lnwhué down to the eolon in line 6,  After line 15 on page 3 -
Insort a now subscotion (b) as follows:

#4(h) Nothing in this section shiall be construad to Frcvent the apgllcatlon, with
respoet to rates of duty established undoer this soction pursuant to agreemonts
with countries other than Cubn, of the provislons of the troaty of commereial
raclproclty coneluded hetweon the United States and the Republio of Cuba on
Decomber 11, 1002, or to preclude glving effeet to an exclusive agreoment with
Cuba concluded under this seotlon, modifying tho existing preforentinl customs
treatment of any artlcle the growth, produce, or manufacture of Cuba: Provided,
That the duties payable on sueh an article shall in no easo be Jess than 80 percené
of tho duties now payablo thoreon.’

“On pago 3, line 16, ehango (b) to (e),

“The ahove changes are doalﬁnod to make an exception to the following
provision in line 26 on page 2 and llives 1 to 3 on &)ago 3 of the bill:

‘4 he proclaimed dutics and other Import restrictions shall apply to artioles the
5rowth, produco, or manufacture of all forelgn countries, whother fmported

lreotly or Indircctly * * *'7» ,

“In the absence of an appropriate exeeption to this provision difficulty might
arise In glving effect to the preferential regime botween the United States and
Cuba in_the following circumstancos:

“(1) In tho casc of an agreement whereby rates of duty on importations from
some country othor than Cuba were redueed, it might boe held that tho provision
whereby the proclalmed duties should aprly to ‘mportations from all countrios
wotild require the application of those dutles to inportations from Cuba without
allowance of the reductlon which would be properly applicable to such importa-
tions undor tho existing treaty with Citba or under ey now agreement which may
be eoncluded with Cuba pursuant to the pmrosed legislation,

“(2) In the case of & new agreoment with Cuba under the proposed legisla-
tion, whorehy {)rofcrontial rates of duty were cstablished on {mportations from
that country, it might bo held that the provision wheaieby the proclaimed duties
should apply to importations from all countries would riquire the extension of the
preferential rates on fimportations from Cuba to like importations from other
countrios, Under such a constriction the dutles on Cuban products would not he
preferential duties and the agreemont with Cuba would he violated.

“The proviso In the proposed amendment would make it clear that the 50-
orcont limitation on changes in duties applies to duties on Cuban products, and
hat in no case could the duttes on such products bo lower than 50 percent of the

duties now payable thereon.”

Mr. Savee. I'have another change I desire to offer on behalf of the
millers, an amendment relating to section 311 of the Tariff Act of 1930,
which you will see spoken of on page 4, lines 4 to 8, of H.R. 8687.
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I think Ferhupa it is not necessary for me to ﬁo into an explanation
of a very technical and detailed situation which concerns the dispute
wlixlilch arose between certain Buffalo millers and certain southwestern
millers.

The CuammmaN. I wish you would put a memorandum into the
record on that. I think mosat of the Senators are familiar with that
controversy.

Mr. Sayne. What I would suggest is, if I may, that we include
the statemont which we made before the Wnys and Moans Committee,
in this record, which gives, in just as few words as I could, the picture
of the situaticn, .

PERTINENT MATERIAL FROM THE HEARINGS HELD BY THE COMMITTEBR
ON WAYS AND MEANS

Section 311, Tariff Act of 1930, includes a provision written into
the tariff act in order to prevent Buffalo millers, who were millin
wheat imported from Canada, from shipping the flour into Cuba an
enjoying the Cuban Freferential of 30 percent. Before the passuge
of that act, the Buffalo millers had found it possible to take Canadian
wheat, mill it in bond, ship it to Cuba, have the Cuban ﬁ;'eferential
of 30 ?ercent, and thus secure an advantage in the milling of that
Canadian wheat as against the Canadian millers. It meant that that
business of milling went from Canadian millers to American millers,

Then, however, a contention developed between the Buffalo millers
end certain southwestern millers. The contention of the south-
western millers, if I am correctly informed, was that here was a
practice that resulted in taking Canadian wheat for milling and
shipping to Cuba, rather than American wheat and, therefore, that
this should be discontinued, the hope being thet American wheat
could be teken, milled, and sold to Cuba in the place of Canadian
wheat. Therefore, under the influence of a gr,ouY of southwestern
millers, this provision wéis written into the tariff law, providing, in
effect, that no flour manufactured in & bonded warehouse from wheat
imported into this country could be withdrawn from the warehouse
for exportation, without gayment of a duty equal to ang reduction in
duty which by treaty should apply in respect of such flour in the
country to which it was to be exported.

In other words, if Clanadian wheat should be milled in Buffalo in
bond, then the Buffalo millers, upon shipping it to Cuba, must pay
an amount equal to any reduction in duty which was accorded them
under the Cuban treaty. .

Mr. McCormack. I understand that is 64 centa?

Mr. Sayre. It is a 80-percent reduction. According to my figures,
it amounts to 68.6 cents, I s;geak subject to correction.

Mr. McCoxmack. I understand you are right, sir.

Mr. Sayre. Now the contention has ﬁone on ever since that was
written into the statute books, The Buffalo millers, if I am correctly
informed, claimed that even if this act were repealed it would not be
possible to utilize American wheat, because the Cuban people want
the hard wheat. There is some question whether or not the Cuban
people could or would want to consume the kind of wheat which is

roduced in the Southwest, and the contention of the Buffalo millers
18 that the repeal of the enactment would simgl‘y mean_that the
Canadians themselves would do the milling and ship into Cuba.

L
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With the truth or falsity of that contention, I have no immediate
concern, The proposal which was written into this enactment was
not a repeal of the oxisting provisions of section 811; but merely a
provision to the effect that section 311 should not apply to new agree-
monts concluded under this authority. That is to say, suppose the
tariff should be reduced in country X; then under this language
it w:;xyl'dxmean that section 311 would have no application as to
coun .

Now let me point out, if I may, why it was considered inadvisable
to allow section 311 to npplirl a8 it stands, to new agreements, And
this is a very complicated t ing, go if I do not make myself clear, I
hope you will ask me questions. If section 311 stands as it is now and
if it applies to all new agreements that are made, it means this: Suppose
that country X gives a tariff reduction on wheat to the United States,
Under the generall revailing most-favored-nation treaties, the United
States probably will not be the only country which enjoys that re-
duction; other countries will similarly enjoy it. Very possibly Canada,
let us say, will enjoy it. If section 311 remains unaffected, it means
that Buffalo millers would have to pay out an amount equal to the
reduction Eained under the new treaty; whereas the Canadian millers,
enjoying that same reduction by virtue of most-favored-nation treaty
provisions, would not have to repay. In other words, the Buffalo
millers would be at a great disadvantage as against Canadian millers.

And that is why it did not seem wise to allow section 311 to apﬁlg,
in its present form, to new trade tgreements negotiated under this
power. It is permissible, so far as Cuba is concerned, because Cuba

ants exclusive preferential treatment to the United States; but, under
the new trade agreements, presumably there will not be this exclucive
preferential treatment such as exists with respect to Cuba. That is
the reason, sir, why the last three lines in section 2 were written into
the enactment—not with a view of hurting in any way the southwest-
ern millers, but with & view of making available to those millers who
mill whea: in bond such advantage as may be gained under new trade
agreements,

Mr. Coorer. Then is it correct to state that the application of this
provision with reference to section 311 does not adversely affect the
southwestern wheat producers so far as the Cuban trade is concerned?

Mr, Sayre, I think not, sir, with one exception which I want to
make and which I am coming to. I want to be absolutely frank with
you all on this, because we want to get at the truth of the thini.

Suppose that a new Cuban treag is made in pursuance of the
authority granted under this particular bill, then where will we be?
And that is what I want to address myself to next.

Mr. Coorer. Well, it would naturally follow 1hat that would be one
of the things that would have to be taken into consideration when that
treaty was negotiated.

Mr. Sayrs, Of course, it may be that the new Cuban treaty will
be made as an ordinary treaty, ratified by the Senate; on the other
hand, if this authority is given to the President in time, it may be
quite possible that the new Cuban aireement will take the form of one
of these trade agreements; in which case we have to think of these
southwestern millers. That is what I want to speak of next.

Mr, Cooper. Now just on that point: As I understand the situation
as defined by you, as it now stands under the treaty now in existence
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between Cuba and the United States, the application of the provision
here relating to section 311 will not adversely affect them?

Mr. Saynn, It is not affected in any way, bocause the language
proposed hore, which you see in lines 16 to 18, on page 3 of H R. 8430, 1a:

The third paragraph of seotlon 311 of the Tariff Aot of 1030 shall not apply to
any agreement conoluded pursuant to this aot.

That is not a repeal of section 311-——

M. McCrintic. In case the United States makes a now agreement
with Cuba, then the Buffalo millers would he able to ship—to buy
wheat from Canada, mill it in bond, send it on down to Cuba, and
havo a drawback of 30 percent?

Mr. Savire. Well, it depends whother this new Cuban arrangement
takes tho form of a treaty, or of a trade agreement negotinted under
the authority of this bill,

Mr, McCrintic. But it is ipossible, is it not?

Mr, SayrEe. It is possible; if this bill is passed in time, so that the
President has the authority, it is perfectly J)osaible, sir, that a trade
agreement may be conpludeé with Cuba and then we have got to face
that situation, which is what I want to speak of next.

Mr. McCrantio. Well, what would be wrong with leaving this
provision out?

Mr. Sayre, You mean omitting lines 16 to 18 altogether?

Mr, McCrintic. Yes; so that the southwestern millers who are
now milling hard wheat, can have the advantage of trade with Cuba.

Mr. Sayrn, Tho ob?ection, gir, as I have just been suggesting, is
that those who are milling wheat in bond would have to pay back,
under the provisions of section 811, any reduction procured in a trade
agitl'eement; whereas their computftive millers (lot us say Canadian
{’n liers), would not have to pay back and could put them out of

usiness,

Mr, McCrintic, It seems to me the answer would be there would
be no necessity for millers within the United States to mill wheat in
bond when there is produced in this country a sufficient amount of
hard wheat to supﬁ.ly the export demand.

Mr. Savre, I think the answer to that, sir—I speak subject to
correction, but my understanding of the testimony which was brought
forward here a coupleof days ago wasg that there was a difference in
price of 81.35 a barrel between American flour and Canadian flour for
export. Now, I speak subject to correction on that, and I have asked
an expert of the Department of Agriculture to be here this afternoon
to answer these questions; but my answer to that is that there may be
a great difference in price between the American wheat and the
Canadian wheat, and that that difference in price may explain why
the Buffalo millers are purchasing Canadian wheat rather than
American wheat, And if that difference in price is as great as that
testimony seemed to indicate, the Canadian millers naturally will sell
Canadian flour to Cuba, or to some other country, cheaper than the
American flour can be sold, .

g ll\gr McCurintio. Taking into consideration the 30-percent diffuren-
ia

Mr. Sayre. 1t all depends on how great the difference in price is,
It is quite conceivable; yes, sir. AsI say, I have asked an expert of
the Department of Agriculture to be here today and he is prepared to
answer these questions, which I am not. But, before 1 ask him to
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answer the questions, I want to make a possible further amendment
hore to tako care of the situation which we devoloped o moment ago,
which Mr. Cooper was speaking of; that is, the situation of where
would theso southwestern millers be if the now arrangement with
Cuba tnok the form of a trade agreement. Lot me suy that this is a
matter which primarily concerns the Department of Agrioulture, and
I have bofore me a letter whioh Seoretary Wallace has written me with
rogm'(‘l to this matter, which I should like to read and insort into the
record.

The CuairmMan, Without objection, that may be dono.

Mr, Sayre, Shall I read it, or just put it in

Mr. McCrintro. I would like to have the information, because I
rop\l;lesont that section of the country,

Mr. Sayrn, I will read it. It is dated March 10, 1034, addressed
to mo, and says:

Referonce 14 made to your Infurmal roquoest of thly momln!; for o statemont
by this Dopartmont in regard to tho provision in the Tarlff bill (IR, 8430) now
pending hofore the Ways and Means Committee which would repenl paragraph
3 of seotion 811 of the Tarlf Act of 1080, * * *

That is not quito an ncourate statement, As I have just explained
it, it doos not ropeul it; it repeals it only insofar us its application to
now trade agreoments is concerned,

Mr. McCurintic, It holds it in abeyance.

Mr, Savne, Well, it limits its application, The letter continues:

* & % Tho pro slon in question ronds as follows:

“No flour, manufactured in a honded manufacturing warchouso from wheat
imported aftor ninoty duys after the dato of the enactmont of this net, shall bo
withdrawn from such warehouso for oxportation without Kayment of n duty on
such Imported whent cqual to any reduction in duty which by treaty will apply
In mﬂ'peot of such flour In tho eountry to which it is to ho exported.”

This provision was presumably adopted with the provisions of the reciprocity
troeaty of 1902 with Cuba In mind. Under that treaty Amorlcan flour onjo{vu a

reference of 30 porcont under the duties and taxes levied in Cuba on flour from

anada and other forelgn countries, The effect of this provision Is to limit the
benefit of the Cuban preference to flour milled in the United States from domestio-
ally ixrown wheat,

\ith ruswet ti the proposed repeal of Xamgmph 3 of seetion 311, two questions
arlse: (1) Whether it should bo modified so as not to apply o flour oxported to
countries which do not grant us exelusive Prcfaroncea on wheat flour; (2{ whether
the paragraph should be repealed, so that it would ceaso also to apply to countries
which do grant us exelusivo proference, as in tho present caso of Cuba,

As to the first ('iuosﬂon, 1t secems important to this Department that this pro-
viston be not ntpl ed with respeet to countries which do not grant exelustve pref-
orences to the United Btates. L

That is, in ather words, with such new countries as trade ngreements
are negotiated with,

* % % In cases where tho United States is not granted exclusive preference
the effeet would be to penalize the bonded mills grinding imported wheat for ex-
purt without resulting in any material advantago to the mills grinding American
wheat for export, Such mills grinding foreign wheat would, by virtuo of the
most-favored-nation clause, recelve no tariff advantaao over comPoting foreign
mills, whereas they would be subject to the added handicap of having to pay the
amount of the proforence into the United States Treasury, Most, if not all, of
the flour business with countries othor than Cuba lost by American bonded mills
x'oulc} proba}?lytgo to foreign mills rather than to the American mills which grind
meriean wheat,

That is the danger, that the Canadian millers, grinding Canadian
wheat, would get the advantage and ship to these new countries
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X, Y, and Z, with whom we might make new trade agresments reduc-
ing the tariff on wheat. Seore ary Wallace goes on to say: ‘
With respect to the second queation, it should be remembered that tho para-
graph was originally adogtad }mmu lt' at the request of the southwestern
millers, It involves a corfliot of interest hetween them and the Buffalo millers,
The provision has been of relatively llttls benefit to domestle 8!1»6 growers, but
this Departmont s inclined to feel its repeal with reapect to Cuba would not be
desirable at this time, 7 ,

In order to take care of the %onnibility which Mr, Cooper, by his
question, was suggesting and which is a real possibility, a fow of us
were trying to find some Jormula which would protect the southwestern
millers, even in the event that a new Cuban treaty should take the
form of a trade agreement negotiated under the authority of H.R.
8480. That formula I have here, sir, and I would be glad to suggest
it to you. It is in these words:

The third paragraph of section 811 of the Tarlf Act of 1080 shall not apply
to any agreement conoluded pursuant to this act with oountries which do not
grant exclusive preferonce with respoot to flour to the United Btates.

Mr. Coorer., Now, will you read that again, so that we can take
it down—just the new language, please.

Mr. 8ayre. It starts out like the other: ‘The third paragraph of
seotion 811 of the Tariff Aot of 1030 shall not apply to any agreement
concluded pursuant {o this act’—

And then add the following language:

* & * with countrles which do not grant exclusive preference with respect
to flour, to the United States.

Mr. McCormack., That means Cuba,

Mr. Sayre. That means Cuba,

Mr. McCormaok. You are going a long ways to get around that
question, aren’t you? ‘

Mr. Sayrn. To get around mentioning it?

Mr. McConrmack. Yes.

Mr. Sayre, Of course it is conceivable that in the course of time
the}-e might be some other country whioch would grant exclusive
preference.
thMr. Mggonmcx, This is really a conflict between two sections of

e country.

Mr, SayYre. Yes; concerning agricultural interests, I have an
expert here from the Department of Agriculture who is g:'e ared to
answer these questions, if you choose. But maybe I had better
- complete my statement and then we will have the questions. Mr.
Chairman, would that be satisfactory?

The CualrMAN. Yes.

Mr. TruapwAy. Well, Mr, Chairman, I think he could very prop-
erly complete his statement; then we will proceed in our own way as
to calling the next witness. '

Mr. SAYrE, Yes.

Mr. Treapway. You are not expecting to call somebody from
another department? ‘

Mr. Sayre. No. All I meant, sir, is that there was some one here
from the Department of Agriculture within whose peculiar province
lies this (&uestion of the Buffalo versus Southwestern Millers contro-
versy, and I am not competent to speak about it.
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The Ouatrman, Should there be doubt in the minds of the com-
mittee, you have made a suggestion, which will be helpful, that we
onn call the expert from the Department of Agrioulture,

Mr. Coorer. 1 Iugfﬁﬂb this, as the Dootor has in mind, that he
come right on with this now, so that we kea& it all together,

The Cuammman, Very weli; without objection, you may proceed.

ATEMENT OF PRANK H, THEIS, ORIEF, GRAIN SEOTION, AGRI-
8T OULTURAL ADJUSTMENT ADMINISTRATION

Mr. Taxis, My name is Frank H, Thels; I am Chief of the Grain
Section, Agrioultural Adzustment Administration.

Now what is the question, sir? _

Mr. MeCrintio. Won'’t you explain the effeot of the added words
in the amendment bmug}(xt to our attention by Dr. Sarre?

Mr, Tums. I think, Mr. Chairman, there is very little that can
be added to what the Secretarf) has already pointed out—that there
ig no desire on the part of the Department of Agriculture to penalize
the Buffalo millers who are now grinding Canadian wheat in bond.

In a case where most-favored-nation treatment was accorded to
Canada, using Country X as an exumple, it is conceivable that the
Buffalo millers would be penalized to the extent of whatever benefit
was accorded. We will assume it is 30 percent, as in the case of
Cuba; they will be penalized to that extent for the reason that the
Buffalo millers will be required to pay into the United States Treasury
the amount of that 30 percent. On the other hand, if the exclusive
privilege is granted to the United States, as in the case of Cuba, or
any other trade agreements that may be accomplished, then naturall
that exclusive privilege should accord and reflect the benefit to the
American producer of whoeat.

That is the reason the language is placed in there just as it is, ,

Mr, McOrintro, Now, how does this leave the millers of the South-
west in respect to the utilization of hard wheat manufactured into
flour, to be shigped to Cuba?

Mr, Tugis, It leaves them in the 3osition of getting the exclusive
privilege of having the preferential 80 percent accorded to them, just
exactly as the present 1930 Tariff Act ‘Provides.

Mr. McCrinTio, By the adoption of this amendment?

Mr. Tags., Yes,

Mr. MoCrinric. Now, does it give to the Buffalo miller any
particular advantage in dollars and cents with respect to the cost of
production of flour in the United States?

Mr, Tueis. No.

Mr. McCrintic. It leaves him in just the same position?

Mr. Trris. That is right; that is, with this amendment.

Mr. McCrintro, With this amendment?

Mr. Tues. That is right.

Mr, DioriNsoN, Let me ask in regard to soft wheat. Is there any
soft wheat grown in Canada?

Mr. Treis. No, sir. < ‘

Mr, DickinsoN. Now in what States and in what sections do we
have soft wheat and how is that soft wheat affected by this proposed
change in this section 336?

Mr. Tueis. The soft wheat, of course, is grown not only on the
Pacific coast in the Pacific Northwest, but also, beginning in the
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eastorn part of Kansas, and extonding into Missouri, through the
Miaslsullgpi and the Ohio Valleys and down through the Southoast,

Mr, DioxinsoN, I always heard a groat doal of talk with reference
to soft wheat in connection with this Buffalo proposition,

My, Tuxis, The hard-wheat flour that lgcas from the Southwest is
mainly raised in Texas, Oklehoma, and Kanans; that is the type of
wheat that usually goas to Quba in the shape of flour,

Mr, DioxinsoN. How would the soft-whant poople of Missouri and
Oklahomu and Kansas be affected by any change in this provision?

Mr. Turs, It would be just the same as it is at the prosent time,

Mr, MeOuint10. You make the statement that the difference would
in no way afloot thu)roducm of flour in the soctions of the United
States that grow hard wheat?

Mr, Tuuis. That is correot.

Mr, McCrantro, With this amendmont?

Mr. Tumis. That is correct.

Mr, KnursoN. Mr. Theis, the millers, I understand, now have 00
daKs in whioh to manufacture and dispose of bondoed wheat?

Ir. Tupts. That is correct, sir,

Mr, Knurson. Undor this legislation, does this legislation confer
the power to extend that 90 days?

My, Turis, I think it would not disturb it at all with this amend-
ment; it would not disturb it at all.

Mr. Knurson, It would not disturb it?

Mr. Tuss. No.

Mr, Knurson. Just for my own information—wheat that is milled
in bond and shipped to n foreign country, that is, Canadian wheat, we
will sny ——

Mr. Turts. Yos,

Mr. KxursoN. Does that go as Canadian flour or American flour
when milled in Buffalo, we will say, or Minneapolis? ,

" Mr, Turs, Well it is difficult to sny. The identity, I am afraid,
is usually lost in that case, that is, the actual identity in moving out,

Mr. Knurson., How would that flour be treated for tariff purposes?
* Mr. Tres, You mean in our export figures?

M; ;}{NUTSON. I mean for tariff purposes, in the country where it
goes to

Mr. Turs. Well it would be in bond, of course, and would natu-
rally be canceled off as an in-bond movement,

Mr. Knvurson. Then it becomes Canadian flour, so far as the tarifl
is concerned?

Mr, Tuzis. Yes; that is correct.

Mr, McCormack. Did I understand that Cuba buys very little
wheat from the United States?

Mr. Tuers. Very little wheat.

Mr. McConmack, Very little wheat?

Mr. THEs. Practically none,

Mr. McCormack. For example, in 1932, we exported 54,879,484
ll;usi:e%a to all countries of the world, and Cuba purchased 30,710

ushels,

Mr. TrEeIs, A very small amount.

Mr, McCormack. In 1981, we exported 80,311,041 bushels and
Cuba purchased 25,671 bushels. _

In 1929, we exported 90,169,600 bushels and Cuba purchased
44,041 bushels,
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o Itl:l }927, wo exported 168,307,000 bushels; Cuba purchased 88,674
ushels,
Iéimlg% \lve exported 85,625,040 bushels and Cuba purchased
20 ushols, ) ,

0%1471%28 viva exported 08,533,482 bushels and Cuba purchased
3 ushels,

Now Cuba is a purchaser of flour?

Mr. Turis, Correot,

Mr, McQonmack. I notice that in 1023, Cuba purchased, of hard
spring flour, 360,726 barrels; and, of soft wheat flour, 896,326 barrels,

In 1024, she purchased 581,043 barrels of hard wheat flour and
732,000 barrels of soft wheat flour,

In 1026, Cuba purchasod 416,782 barrels of hard wheat flour and
761,000 barrels of soft wheat flour,

In 1026, she purchased 530,000 barrels of hard wheat flour and
002,000 barrels of soft wheat flour,

In 1027, she purchased 727,817 barrels of hard wheat flour and
485,000 barrels of soft whent flour,

In 1028, she purchased 714,000 barrels of hard wheat flour and
370,000 barrels of soft wheat flour,

In 1020, she purchased 721,283 barrels of hard wheat flour and
408,000 barrels of soft wheat flour,

In 1930, she purchased 570,843 barrels of hard wheat flour and
431,000 barrels of soft wheat flour,

In 1031, she purchased 501,000 barrels of hard wheat flour and
280,000 barrols of soft wheat flour,

tlnfmgz she purchased 503,000 barrels of hard and 186,000 barrels
ol soft.

fIn 1033 sho purchased 315,040 barrels of hard and 83,000 barrels of
goft,

How do you account for that increase in the consumption of hard
wheat flour, or flour made from what the farmers usually call hard
wheat, and tho mrrked decrease in the consumption of flour apparently
made from what is called soft wheat?

Mr. Turis. The higher price that has prevailed in tho United
States for the last 2 yours has accounted for that increase entirely.

Mr. MoConrmack., Now, have you any figures breaking down this
hard wheat flour, to determine where that came from?

Mr. Tuers. No, I have not them available at the present time.

Mr. McConrmack. Have you any figures showing whether or not,
as o result of this provision in the 1031 Tariff Act, the southwestern
millers have profited?

Mr. Turis. I think the statement of the Secretary shows that our
fizures do not indicate that; there is no way of breaking them down,
but they do not indicate that there has been an appreciable amount
of business to the southwestern millers. But I think that is accounted
for due to the fact that the price of the United States flour has been
higher for the last 2 years than it has been in Canada, by considerable.

Mr. McCormack. Have you any figures showing how much of this
hard wheat flour was imported from Canada, milled in the United
States, and reexported to Cuba?

Mr, Tueis. I shall try to get those figures for you, but I do not
have them at the present time, no.

30150 —8
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Mr, MoQOoruaok. In other words, we have boen operating under

the present law for about 8 years,
r. Tuxis. That is riﬁht.

Mr, MoOormaok. And there must be figures that would enable us
to determine whether or not the provisions of that law have been
benefleial to the hard-wheat growers of the Southwest. ‘

Mr. Tupis. With your permission, Mr, Chajrman, I shall try to
get those figures. '

The OnatrmaN. Without objeotion, it is so ordered

(Mr, Theis subsequently submitted the following:)

Marou 16, 10384,
Hon. Rosenr L, Dovonroy,
Chairman Ways and Means Commilies, House of Represeniatives.

Drear MR. Dovanton: In compliance with your recwent I am uubmlmnr
herewith data which will nux:i:lement the Information which I gave you on March
18, Two oharts aro enclosed, one showing the {mports of wheat flour into Cuba
hy countries of origin, the ofher showing wheat flour exported from the United
Rtates to Cuba b{ oustoms distriots,

It is not possible to obtain rellable Information concerning the amount of hard-
wheat flour exported to Cuba in comrarlson with the soft-wheat flour exports.
Referring to the latter table you will note that the lsrfest ox;iortu have been
through the oustoms distrigts of Now York and New Orleans, 1t {s very likely
that ull of the flour exported ftom New York was made from hard wheat, probabl
hard uyﬂn‘  elther domestloally produced or milled n bond from Canadlan wheat,
Exports through tho New Orleans distrlot probably consisted very largaly of
flour milled from hard red winter wheat. The same ia true of the exports through
the Galveston distrlot, Exports of flour thwuﬂh the oustoms distriots of Balti-
more, Virginia, and Mobile, may have been milled from soft wheat.

It should be pointed out that, during the last few years, exports of flour from
anada to Cuba have been inoreaslnf' whereas, exports of flour from the United
tates have heen deoreaaing. 1t should be noted also that, while the total exports

of flour from the United Btates have been decreasing, the exports of flour milled
in bond from Canadian wheat have been Inoreasing. In 1032, for example, of
the 779,000 barrels oxgomd to Cuba from the United States 856,000 were from
Canadlan wheat milled in bond. 1In 1033, of the total of 746,600 barrels, 607,000
were milled in bond from Canadlan wheat.

The decline in exports of flour to Cuba milled from wheat produced fu the
United.States and the increase in exports of flour milled in bond from Canadian
wheat is evident. This can be accounted for l:;y the fact that the advantage in
the Cuban import duty which flour produced from United States wheat enjoys
over flour produced from Canadian wheat milled in bond has been more than
offset by the lower price of Canadian wheat,

ery truly yours,
' , . FRANK A, Tugis,
Chief, Grain Section, Commodities Division.

Wheat flour: Exporia to Cuba from United States, by customs disiricls
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Mr. MoCormack. What is the tariff now in Quba on imported
flour; do you know? :

Mr. Taps, The Cuban ﬂaum are 80.9 cents from thiscountry—
$1,155 is the flour from Canada and 80.9 cents from the United States,
That is the Cuban duty.

Mr. MoOormack. And there are other differentials, of course,
running in favor of the United States, are there not?

Mr. Tauts, No; this, as I understand it, is a partioular preference
to the United States.

The CHAIRMAN, Is that per barrel or per hundred pounds?

Mr. Tams, It is per barrel. .

Mr. MoCormaok. Stg:%ose a trade agreement is made reducin
the American tariff of Cuba, say, to 70 cents; that, of course, woul
benefit the producers in the United States to the extent of 10 cents,
would it not?

Mr. Tueis. That is right. ‘

Mr, McCormacx, Now would the millers in bond in the United
States receive the benefit of that 10-cent reduction also?

Mr. Tueis. They would not, under this present amendment.

Mr. McCormack. In other words, the purpose of this amendment
is, without regard to what tariff concessions might be made with Cuba
under the provisions of this act, whereby a reduction of the Cuban
tariff with reference to flour might be obtained, that would not obtain
against flour exported from the United States and which had been
imported from Canada for milling purposes?

r. Tupis. You mean, now, only for Cuba?

Mr. McCorMack. Yes.

Mr, Tueis. Direct to Cuba?

Mr. McCorMack, Yes. )

Mr. TaEts. Noj; it would not disturb the present relationship.

Mr. McCorMaok. In other words, although we might make a
tariff rate with Cuba, under a trade agreement, reducing the duty on
flour by 10 cents, we have another tariff of 80.9 cents as against
flour milled in the United States from other countries and which is
reexported to Cuba? ,
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Mr. Turis, I boliove I got {our quoestion now and I think my state.
ment was wrong(. I think in the ease of n now trade agresment roduo-
lnﬁ tho tarif, for instance, 10 conts, that that would also apply to
milling in bond.

Mr. McConmack. I sce. In other words, if you were to reduce
the tariff, so far ns the United States is concerned, on the Canadian
flour of $1,150~isn’t it?

Mr. Tugs, That is right, '
~ Mr, McConmack. Suppose you reduco that to a dollar and we got
80 percont drawback under our 1002 Tariff Act, have a 30 percent
proferential, which would bring it down to 70 conts——-

Mr, Trus, That s right,

Mr, McConmack. That $1 basic duty in Ouba, ns_against flour
lmpgrted,?would upply also to our bonded millers ns well as domostic

roducers
P Mr. Tuxis, Correot. Any new trade agreement would bring about
that same chargo; that is right.

The Cuatnyan, Thank you, Mr. Thels, for your appenrance and
the testimony you have given the committee,

STATEMENT OF MR, SAYRE—Resumed

Mr. S8ayre, May I add, Mr. Chalrman, with rosFect to the amend«
ment which I have just suggested, that that has the official endorse-
ment of the Dopartment of Agriculture; it is not simply mine, We
conforred with the Department of Agriculture on the thing, so that
that comes with tho recommendation of that dopartment, as well as
of the State Department,

The OnamrmaN, Do you have any knowledgoe as to whethor or not
that ;’wil‘l? make the bill satisfactory to the conflicting interests in this
coun

Mr%mnm, So far as I can see, it would; but I have not talked
with the southwestern millers and I do not know what they may say.
But, so fnlr as I can see, they would not be adversely affected by such
a proposal, -

hg Cuatemax, Their situation will not be any more unsatisfac-
tory, that is, the dilliculty would not be inereased, even though tlnt
amendment were adopted?

My, Sayne. 1 do not see that it'would; beeause, so far as Cubu is
concerned, the situntion remaing precisely the same, and that is what
they are pritnurily interested in, .

In order to resolve any possible difficulties und in order to avoid
any dispute, we have continued in communication with both groups
of millers. We have secured a formuln here thut works so that both
groups agree that this is aceeptable, both the Buffalo millers und the
southwestern millers. We have their agreement to this Pmpasm!
amendment. The amendment is proposed by the southwestern
millers and is merely a clarification of the language us it now stands
in the act. So far as I inyself am concerned, the language as it stunds
in the act will be perfectly acceptable, but I have no objection what-
ever to this proposal of the southwestern millers, The proposal is
to the effect that on page 4 we strike out the sentence beginning on
line 4 and ending on line 8, and in lieu thereof the following:

The third pumgrt:j»h of section 311 of the Tarlff Act of 1930 shall apply to auy
agreement concluded pursuant to this act to the extent only that such agreement
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assiros to the United Statos a rato of duty on whoat flour produced in the United
Statos whioh s proferential In respect to the loweat rate of duiﬁ' Imposed by the
country with which suoh agrooment has beon conoluded on liko flour produced
in any othot country and upon the withdrawl of whoat flour from honded manue«
faoturing warohousoes for oxrgsrtaggn to the country with which such agreoment
has beon concluded, thoro shall be levied, collested, and pald on the murtad
wheat usod, & duty at a rato oqual to the amount of such assured preference,

T now come to the lnst amendment which I wish to ‘pmpme. It cons
cerns sithsection (¢) of seetion 2, page 4, lines 16 and 17, of the bill,

Seotion (¢), you will remomber, slr, wns insorted at the lnat moment
a8 an amendment in the House discussion, the purpose of which was
to provide that after 8 years from the enactment of the bill, the
Presidont should no longer have the authority to nogotinte these
trade agreements, It was the olear purpose of the Houso to pormit
the continuntion in force of trade ngroemonts negotinted during that
3-year period, ns is shown by the proceding subsection, namely, subs
scotion (b) on pagoe 4, that is to say, although the President would
be shorn of the power to negotiato new trade agreements after the
oxpiration of the 3-yoar period, those trade agroements which had
already heen negrotiated during that 3<year period should continue in
foreo, as provided under the agreoments themselves.

The language which was insorted as subsection (o) was rather
hostily drafted, It provides when the provisions of this act shall
terminate, It is important that all of the provisions of this act shall
not terminate, ns long as any trade agreements remain in foree, Take
for example, the provision concerning section 336, the flexiblo tarift
provision, as set forth in lines 26 of page 3 to 4 of page 4 of tho present
act: "

The provisions of keetlon 330 of the Tarlff Aet of 1030 shall not apply to any
artielo with roapoct to the Importation of whieh into the United States n foreign
trade agreement has heen conehudod pursuant to this aet.

It is intended that seetion 336 shall not be applicuble to commodities
concerned in trade agreoments as' long as those trade ngreements ro-
main in force; therefore, that provision should remunin in force as long
as any trade agreement remains in force,

Tuke also the provision concerning seotion 311 of the Tariff Act of
1930, the svbject of Buffulo millers versus southwestorn millers con-
tention, Its usefulness depends wpon its continuance in force as long
as any trade agreement remnins in force,

For these reasons, u olaril’yiniz amendment is proposed.  On page 4,
lines 16 and 17, strike out all of subsection (¢) and insert in lieu
thercof the following:

(e} 'The authority of the President to enter into forelgn trade agreements undeor
seetion 1 of this act, shall terminate on the expiration of 3 years from the date of
the enactment of this net.

Such, I think, unquestionably is what was meant by the House in
inserting the provision, and it would allow, as yvou see, the other
provisions.of this act to remain in force so long as trade agreements
made in pursuance of the authority of the act remain in force.

The Cunamrman. Those agreements provide the length of notice,
and all of that? .

Senator Gonx. Just for that purpose, so as to keep them alive?

Mr, Sayre, Yes;exactly., Inother words, this act would not cease
to be in force in its entirety at the expiration of the 3-year period,
because it contemplates, among other things, as you will remember,
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that reductions in duties, and other lowered trade barriers shall be
extended to countries having most-favored-nation treaties as well as
to those countries with which trade ngreements are negotiated.

Senator (Axorur, All that the amendment provides is that the
President shall not meke any new agreement after 3 years, but the
old agreements not terminated shall go on,

Mr, Saviu, Precisely. They shall be terminated under their own
provisions,

Senator (lons. You mean the trade agreements with one country
are extended to all?

Mr, Sayne, Except as shown at lines 6 and following on page 3:

Provided, That the Presldent may suspend the applioation to artloles the
growth, produce, or manufacture of any country because of its disoriminatory

reatment of Amerlcan commerce or because of other acts or pollvies whioh in his
oplnfon tond to defeat the purposes set forth In this soction.

Senator Gone, Let me ask you this: Suppose we make a trade
agreement with some country giving a concession?

Mr. Sayre. Yes?

Senator Gore. There is some other country that ie hiolding out on
us that gets the benefit of that trade. We then have no lever to

it into contaot with us.

r. 8avru, The purpose of the act is this, sir, to enable the Presi-
dent to extend these privileges or reduced duties not only to the
country with which we negotiate the partioular, specific trade agree-
ment, but to all other countries which perhaps have most-favored-
nation treaties with us, to whom of course we would have to extend
them. They would, indeed, be generally‘ applicable unless the Presi-
dent should suspend their application as set forth in the language
which I have just read. )

Senator Gore. That does not quite go to mﬂ point.

Mr. Sayre. Perhaps I did not understand the question, sir.

Senator Gore. Suppose the first agreement which you make under -
this act with some foreign country automatically extends its benefits
to all other countries under the most-favored-nation clause. Then
they have no motive to trade with us—they have what they want.
How are you going to trade with them where they might keep out
some of our goods that we want to get in?

Mr. S8ayge. I think I understand your point. The whole pur?qw
of the program of trade bargaining is this, to restrict the commodities
covered in the agreement with any smclﬂc country to commodities
of which that country furnishes the chief source of suyply of impor-
tation into the United States. Then under our most-favored-nation
agreement, to generalize those rates to other countries,

Senator Gore. It would be a dead letter so far as they were con-
cerned. They would not lmve.nnythmf to come in under that,
although they would have the privilege of coming in,

Mr. Bayre, We have made careful study of some 29 different
countries sir, and find that each of them furnishes the chief source
of supply of one or more commodities to the United States,

Senator Gore. Would it be contrary to your policy, to list those
countries? . )

Mr, Sayre, I have already set forth a tabular statement in my
testimony before the Ways and Means Committee which I would
like to have inserted here.
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In thut tabulated statement, the countries are not named, but they
aro numbered. It would not be wise, I think, to name the countries,
because it would give away some of our ba'rgalnlnq power by doing so,

Senator Gorm, So that you figure, as an actual matter of fact and
practice, you would get from each country under this contract the
products which it could reise which we require, and while you nomi-
nally permitted the other countries to ship the same sort*of stuff into
out market, thesv would not have smythin% to ship?

Mr. Sayre, Speaking in round, general terms, they certainly would
not have lurge sup&:liu to ship, and our purpose in doing that is to
generalize rates and to pull down the turiff barriers in a general way,
and apply them m}ually to those countries.

Senator Gore, 1 see the point, .

{The tabulated statement referred to is as follows:)

Dutiable impopts into the Uniled Siates from ?ooi.ﬂad coun{ries of ariicles for whieok
each couniry, respectively, 48 the leading source of supply, 1881
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1 Btatistios of United States imports by countries as now published frequently give importations b
countries of origin only for a general class of articles, o.n.."othmP leather ma?t?'aomru‘ po v

Senator Hastings. I should like to have some explanation of para-
graph (b) on page4. It certainly is not very clear. It says:

Every foreign-trade agreement concluded pursuant to this act shall be subject
to termination, upon due notice to the foreign government concerned, at the end
?f not more than three years from the date on which the agreement comes into
orce.
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I would like to know what would constitute dun notioe,

r. Savre, That would be determined, sir, by the provisions
inserted in the trade agreement itself; that is to say, this authorives
the President to negotiate trade aﬁmemontswhich must bo torminable
not more than 3 years from the date on which the agroomont comes
into force, As n mattor of fact, I suspeet that most of them will bo
torminable in loss than 8 yoars, ,

In most of the trade ngreemonts being nogotinted botweon foreign
countries, the term of the agreement is less than 8 years, In some
it is as small us 6 months, A

The menaning of subsootion (b) is that, acting in pursuanco of .the
authority thus given under this bill, the President would write into
tho trade agreement a provision that it shall be terminable at a oor-
tain period, lot us say at the end of 2 years, or at the end of 1 year, if
iyon ike, but not more than 3 years from the date of its coming into
oree,

Senntor Hasrinas, Make your illusteation 3 yoars,

Mr, Savirn, Yes, sir. Supposing that the trade agreement is
terminable at the ond of 3 years, then there would be written into it
a provision to the effect that it should be terminuble at any time
following that 3-{@:\:* period, upon due notice given, Tho notico
must not be required to bo .fwn more than six months prior to the
date it is to tako offect, Within these limits, the matter would be
governed biy what was written into the trade agreemont itsolf,

Senator Hasrinas, I am not quite clear about it. Do 1 understand
that no agreement can bo made that cannot bo terminated within
8 years and 6 months from its execution?

Mr, Sayne. Within 3 years, sir.

Senator Hasrinas, Threo years and six months,

My, Sayre, 1 think it is 3 years, On lino 12:

At the end of not more than 3 years from the date on which the agreement
¢omes into force,

Most of these foreign trade agreements which are made botween
forcign countrics contain a provision that they shall continue in foree
indetinitely if not terminated, but they contain a provision allowing
termination at stated intervals, The bill before us provides that
such a trade agreement entered into by the President, under the
authority of this act, shall bo terminable at the end of 3 years, or not
more than 3 years from the date on which it comes into force.

Senator Hasminas. He could not make a contract that could not
be terminated at the end of 3 years,

Mr, Sayre. No.

Senator HasTings, Under any circumstances.

- Mr. Sayre. No. '

Senator Hagrinas, And if it is not then terminated, the terms of
the agreement must be such that it may be terminated at any time
after that, upon 6 months’ notice.

Mr. Sayie. Upon 6 months’ notice; yes, sir.

Senator Hastinas, By whom is it terminated?

Mr. Sayre. That would depend upon the provisions written into
the agreement. Usually the executive organ of the Government
gives notice of termination,

Senator Couvzens. Isn’t it possible, then, to have these agreements
extend 3 years beyond the date of expiration of the bill itself?
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Mr. Sayre, It is possible, sir,

Senator HasTiNgs, Or 100 years,

Senator Couzens, Providing there is no termination and no can-
ocelation, But it is possible under the bill at the end of the expiration
of the bill to enter into n treaty or compact so that these agroements
could run, in fact, for 8 years,

Mr. Sayre, Not that the agreement must run for 6 years, but it is
porfoctly possiblo to enter into an agreement whicli, to use your lan«
guage, Sonator Hastings, might he continued on as mutunﬁy agroe-
ablo to both sides for n hundred years, That is to suy, the whole

program is based upon the fact that we aro goimi to find forms of
agreement which will be mutually profitable to both sides,

It would bo shameful if wo found an ugreement which was incrons«
il:F tho foreign trade of the United States and Kmvin of tremendous
advantage, to be obliged to terminate it at the end of any specifio
period, no matter how profitable it might be. That is, it is very
mmportant that such a mutually profitable agreement shall be con-
tinued while mutually profitable,  On the other hand, it is equally
important that if it is found not profitable, it may be terminated at
the end of a short period, .

Senator Couzens, Under this section it is intended to give to the
President the authority to make an agreement that cannot be ter-
minated in less than a period of 3 years. .
~ Mr, Sayry. No, sir.  The bill provides just the opposite. It says
that it shall be not more than 3 years; the President may make an
agreement under this which may be terminabloe at the end of 6 months,
or any other period that does not exceed 3 years,

Senator Covzens, But he may also make an agreement that can-
not be terminated until after the expiration of 3 years,

Mr. Sayru, Until the expiration of 3 years. I would strike out the
word “after.” L

Senator BARKLEY. As a matter of fact, the situation is this, that
these agreements that are entered into during the 3 years in which
this act is alive, so far as the agreements are concerned, may, after
that period, be terminated by either party, but none of them can be
rovived after that 3 years, )

Mr. Sayre. They may continue in force if muyuan(ir profitable.

Senator BArkLEY, But they can be discontinued on behalf of
cither side, ) )

Mr. SaYre. They can be continued or discontinued, depending
upon whether they are beneficial or not heneficial. .

Senator Banxvney., And if one is terminated after the 3-year period,
it could not be revived under any circumstances.

Mr. Sayne. That is true. )

Senator Barkrey. Even though it is advantageous.

Mr. SAYRE. As long as it is advantageous, this bill would allow the
resident to continue the exercise and enjoyment of those advantages.
n that connection—it is rather interesting—I was speaking yesterday

of the great number of trade agreements which are being made among
foreign countries; just yesterday there came over mf desk this collec~
tion of despatches [indicating], each one of which relates to some new
agreement being made. It indicates to you what is actually going on
in foreign countries today. Let me read just a few of the titles of
these despatches, which came to my office 1n a single day.
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This one concerns a Franco-Soviet trade agreement.

_This &indiaating] is an economic agreement between Albania and
Caechoslovakia. , ,

This is a commeroial treaty between Italy and Peru.

Senator Hasrinas, Why were those sent to you?

Mr. Sayre. These came into the Department of State.

Senator Hastinas, I understand; but why were they sent to the
Doﬁartmenb of State? '

r. Sayre, These are despatches from our representatives in the
foreign countries reporting on agreements which are being made.

Senator Couzune. Just showing what is going on,

Mr, Sayre, Italian-Dutoh commeroi ltreutf'.

Commerocial treaty between Italy and El Salvador.

Italian-Austrian exwrt agresment.

Senator Couvzens, While you are reading one of those, will £y«uu tell
us what products are involved, briefly ; or is that not convenient?

Mr. Sayre. I can if you like, .

The CuamrMAN, Get l‘lip a little memorandum of that, so that we
can insert it in the record.

Senator Couzens, The partioular fact merely that an agreement
was entered into may not be interesting, but if we knew the com-
modities, it might be very interesting, .

Mr, Savre, As I said yesterday, there are some 76 and more of
those agreements, and they cover practically all of the products of
foreign trade.

Senator Couzens. I would like to know, if it is not too much trouble,
what it is that interests this Nation, , )

Senator HastiNgs, It is not contended or suggested, is it, that
these particular trade agreements have any effect upon this Nation?

Senator Couzens. It might be.

Senator Hasrings, As 1 understand, the purpose of calling our
attention to it is to show the possibilities of our doing the same thing;
is that correct?

Mr. Sayre. I am not sure that you were here yesterday afternoon,
gir. I was su%gesting in my testimony yesterday afternoon that the
United States 1s suffering a declining s:roportion of trade; that is, not
only is world trade itself decreasing in a very rapid curve, but the
United - States is suffering o declining proportion of that declining
world trade, that other foreign countries are meetin%the situation by
negotiating rapidly executed trade agreements such as I have just
been apeakmiof. ,

Doing so, they can rapidly and effectively accommodate themselves
to these shifting currents of world trade, while the United States has
no machinery by which it can compete with what is going on in these
foreign countries, because, in the absence of legislative authorization
for the President to make commercial agreements, his only recourse
is to treaties, which, under our practice, are submitted to the Senate
for advice and consent to ratification, two thirds of those present
concurring. That process requires time, and prevents us from giving
effective promises; so other countries are winning away the foreign
trade which the United States has been enjoying.

The CuammaN. Will you present a short memorandum on that,
because we have the Secretary of Commerce here this morning.

(The memorandum referred to is as follows:)
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1“ many cases the dispatohes reforred to In the toatimony give only tt)u bto
out na& of the commerclal agreoments whioh they rogm't, vithout full an
dotalled informatlon as to the commoditios Involved, It woul? be arbitrary,
moreover, to attempt to convey an Impression of the rangs of commodities
covered, from a liat of some 20 agreements, seleoted at random. The treaty
hotyeon Uscohoslovakia and Rulgarla, published in the Bulgarian Officlal Gasette
of Fobruary 21, 1034, may, however, be olted as falrly typleal. Hers we have an
agreomont hotween a predomhwntly agrioultural country, and a country which
in sooking to oxtond the markets for its manufactured products, In theso
mutually profitable concessions, Bulgarla galns proforentlal treatment on Ite
nilllot, grapes, nuts, fruits (frosh, drled, presorved, ete,), flaxseed and oll-benring
soods, other seeds, 'hideﬁ, aud skins, oaslngs, winos, oheese, sllk vocoons hran,
and proparod aliced beets. Caechoslovakis, In turn, recelves preferential treate
mont for hopa, cortain chomloqla wood Produoh, stoneware, porcelain, glassware,
paper, footwear, toxtiles, men’s furnishin ) and cortaln metal products,

n addition to duty and quota concesslons, many agmme;\tn provide for ine
orcasing the amount of exchange whioh will he made avallable for the purchase
of goods from the countries Involved In the agroement, without upooltymz any
particular commodities, In tho faco of the vnr_}; stringent reatrlotions imposed
on the purchase of forolgn exchangoe In many of those cotintries, thia Is, of course,
frequently a most valuable preference to recelve.

Senator Barkury, How many of those agreements were in that
batch that came over your desk {ostarduy?

Mr. 8avre, Twenty-three. I understand that does not mean that
23 new agreements have beon made, but these dospatches, received
yesterday, contain information concerning 23 recent trade agree-
ments; some of them are new ones which have Wst heen entered into.

'I;ha Cuamman, Thank you very much, We may eall on you
again,

Senator Gore. If you can work out some more definite language
in regard to that excise business, 1 wish you would.

Senator BArkrey. He has submitted an amendment to that.

Mr. Savre. Thank you, sir.

Mr, Epwin KravrHorr. Mr, Chairman, I have some friends in
New York who wish to be heard in this matter. I am not in a posi-
tion to state definitely. May I inquire what the sessions of the
committee will be? - ) )

The CrarrMaN, Monday morning we start hearing other groups.
We are limiting the discussion as far as possible, and hope to get
phx;)u h in 2 days and, if we cannot, we hope at least to ge through
in 3 days.

If somebody wants to bo here, they will have an opportunity at
least to file a written statement on Monday morning or Tuesday
morning, at 10 o’clock. .

Mr. Kravraorr. Thank you, sir,

Mr. CHAIRMAN. Mr. Secretary, will you proceed?

STATEMENT OF HON, DANIEL C. ROPER, SECRETARY UNITEL
STATES DEPARTMENT OF COMMERCE

Secretary Rorer. Mr. Chairman, gentlemen of the committee,

This %lzoposed legislation, H.R. 8687, was so thoroughly discussed
before this committee and the Ways and Means Committee of the
House of Representatives some days ago that 1 feel that there is not
much to be added to the testimony then submitted and now available
to this committee. .

I was given full opportunity to present my views at that time and
offered in some detail the reasons why I am thoroughly in support of
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this measure. So far as I am concerned, I can make my appearance
here quite brief, .

I cannot emphasize too strongly the far-renching significance of the
collapse of our American export trade during the last 4 years, The
total exports of the United States fell from #8,241,000,000 in 1920 to
$1,675.000,000 in 1033; and our imports fell from $4,300,000,000 in
1020 to $1,449,000,000 in 1033,

Our foreign trade in 1033 was but 32 percent of the 1920 level, -

May 1 eall to your attention that the records shew that the United
States has had o much greater percentago of decline in it foreign
trade than any othor important nation of the world? _

Our exports were more than 18} percent of the world total in 1920
and only 11} percent in 1933, Perhaps nothing can emphasize this
situation more than a stntement made a fow days u.go in the British
Parliament and also pointed out by Mr. George N. Peek, special ad-
viser to the President on foreign trade, in a recent radio addross, that
Britain once more leads the world in formﬁn trade, her volume of
exports for 1033 having been greater than that of the United 3tates
for the first time in nearly 20 years, .

We can debate over the figures by pointing out that if reexports
are excluded, they being much more important for Britain than for
ourselves, wo still hold the supremacy, but the underlying point still
remains true. ,

While there is probably no country more fully equipped to expand
its commerce than ours, because of the ‘freab variety and extent of
our natural resources and the unparalleled development and efficiency
of our productive capacity, we are nevertheless falling behind in the
field of foreign commerce, . .

The failure of our foreign trade to keep pace with other countries
in recent years must be attributed, in large measure, to the rising
tide of trade barriers throughout the world. * I have brought with me
today three exhibits of thr relative height of import duties in the
United States and foreign countries as of the middle of 1923, 1928,
and 1933, for wheat, whea" flour, and boxed apples, simply as exam-
ples. These three examples are typical of the record for many other
commodities. - )

With your permission, I will later exhibit and explain these
examples by charts,

. Against these barriers we in the United States under present con-
ditions as defined by law, have no recourse. Our exporters climb
over them whenever possif)le but oftentimes find the obstacles insur-
mountable. Other countries have learned how to deal with this sit-
uation and are busily engaged in negotmtin? reciprocal trade agree-
ments among themselves, by which means they free. to a greater or
less extent, their mutual transactions from these restrictions, The
records of the Department of Commerce show something like 150
such agreements negotiated in the fvmu' 1933 alone. It is the new
pegehmc {o{ winning and preserving foreign markets, as other nations
interpret it.

Senator Gore. You don’t know how many nations?

Secretary Roper. I am informed that about 45 countries were
parties to one or more commercial agreements during the last year,

Senator CosTieaN. Would it be feasible to place in the record ot
this hearing a statement characterizing these commercial agreements
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of 1938 that you spoke of, xo us to give us an iden as to the various
types of agreements made nnd the character of the provisions or
trade arrangements that they embodied?

Secretary Rorer. I will endoavor to do that,

('{‘he statement roferred to uppears at the close of Secrotary Roper's
testimony.

Failure by this country ¢ vesort to similar reciprocal ngroements
will inevitably result in trude ar nngemonts between other countries,
nidimf in the flow of thelr trade but leaving barriers which will exelude
the United States more and more from the markets of the world—
markeots to which we are historicnlly and economically entitled and
murkots which we must have to utilize our existing productive cupac-
ity to the full,

There is ono other point which 1 feel has not been sufliciently
stressed; and that is the need and necessity for such authority to be
vested in tho President.  Never before in the fleld of international
trcle have we been confronted with conditions such as the world
presents today,

Taviff changes are no lmnger velatively simple problems but ape
mutters of tremendous domestio and fovelgn import. They not enly
must be approached from a new angle but must rest upon n e

renter basis of information and knowledge than ever before in the
listory of our country.

There can be no doubt bu¢ that the Proesident has at his command
in the existing departments and agencies of the Government a greater
source of information on the needs of American industries and the
possibilities for our products in foreign markets than can be found
anywhere else in the world. Furthermore, I can assure you that, if
onr present knowledge proves inndequate, steps will be taken at once
to remedy that lnck.

It is not alone what o country hus herotofore been producinglr in
fuetory and field that can be taken as the primary basis for develop-
ing foreign-trade policy, but what the past experience und potential
future holds both for this country and other countries.

Trade agreements must rest upon the total picture of the actual and
potential production of each country, determining the quantities
that must he marketed abroad in order to maintain the economic
structure of the several countries without serious damage.

In other words, we must look at the balance sheets of these various
nations.  We must be able to "udge the value, immediate and poten-
tial, of the various foreign markets which might be opened to us.

Similarly, investigation and study must be directed from our stand-
])oiut, at the effect that the proposed exchange of goods is likely to
wve upon our own industries. Such studies must be of a con-
tinuous nature and must fit into the domestic economic program for
the country. It is not likely that the types and quantities of products
offered for export in any given country 5 years ago, for instance, will
- be repented without material change this year or next under the

world’s present economic distress and planning programs.

Five years from now the situation will unquestionably be still
further altered. A wise and judicious policy of foreign-trade develop-
ment will require the most careful study and continuous observation,

As a further illustration of the complications which now surround
our international trade relationships, I would call your attention to
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the changed position of our country to that of a world creditor nation,

In any consideration of foreign trade pollny, this fact must bo con-
tinually kept in mind, and its full implications can best bo appre-
clated by porsons who are able to devote extensive time to its study,
Furthermore, the development of fureifn trade must proceed with
due care defiberation, and the sympathetic application of the pro-
visions of laws now on our statute hooks,

There is another fleld which should be given consideration in this
connection, I refer to how the decline in foreign trade has affocted
our merchant marine,

The shrinkage in the forean trade of the United States since 1029
has reduced the volume of the water-borne commerce to a con-
siderable extent.

Senator CouzeNs, You don’t know how much? You have not
the figures on that, Mr. Secretary, have you?

Sacretary Rorer. 1have such figures. . ,

Senator Covzens, Of how much the water-borne traffic has been
curtailed?

Secretary Roper. I will approach the table in a minute, Senator.

To meet this condition the number of sailings of ships engaged in
vegular liner traffic has been curtailed, resulting in idle tonnage. Even
with the reduced number of sailings, the cargoes available are in-
sufficient to fill Smpar?r the vessels and this has brought about in-
oreased competition and a lowering of freight rates.

Strong foreign lines endeavoring to hold their former positions are
employing tonnage in excess of the requirements of the trade. Dis-
tressed tramp tonnage is further depleting the business of regular
lines by offering rates lower than those established by liner conference
agreements, .

The table below shows the decline in volume of our water-borne
foreign trade, with the percentage carried in American ships, for the
years 1929-33, inclusive.

Volume of foreign water-borne commerce of the United States, 1929-83

{In cargo tons of 2,240 pounds)]

Pereonsne

tot

Year Impurts Exports Total oarr
‘ Amerl?:n

vesse
L T 910,000 | 24,803,000 | 19,347,000 | 41, 201, 000 |111, 201,000 41
1930, oLoiI 3&‘233.’000 %.’mtwo xoiwzfooo 37, 780000 (104, 884, 000 «©
i nEl Bae e e wi
10832021 IiIliliiliiilillil 10,081, 000 | 12,963,000 | 7, 607,000 | 22, 167,000 | 82,879, 000 7]

S«in;ator Gore. Is that ship tonnage or the freight that actually
wen

Secretary Roper. That is the actual volume in tons of imports and
exports combined.

hat shows & loss in percentage from 41 percent to 34 percent—41

percent in 1929 to 84 percent in 19383,

Senator Gore. What is your point?

Secretary Rorer. The volume of foreign water-borne commerce of
the United States in cargo tons of 2,240 pounds, in 1929 the volume
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amounted to 111,261,000 of such tons, or 41 percent of the total,
whereas in 1933, that 111,261,000 had dropped to 52,879,000,

Senator Gore, You menn of our total water-borne tonnage?

Secretary Rorer. Yes, sir,

Senator BarkrLry, That was a decline of more than 50 percent of
the actual amount of tonnage carried by our ships?

Seoretary Rorpr, Yes, sir,

I would be very glad if you would permit me to insert also a states
ment here which 1 have compiled in the course of our study with
reglgrd to this merchant-marine situation,

hs CrairmaN, We will be very glad for you to put that n:to the
record,

Statement appears at end of Secretary Roper's testimonw‘

ecretary Rorer, We have made quite a study of that. ere are
some problems that are vital to our country, aside from but related
to the question to which I have here referred.

Senator WaLcorT, That statement you have just made has no
relation to our own bottoms? You say ‘‘water-borne tonnage.”
That means for all bottoms.

Secretary Rorer. No; I am speaking of American bottoms.

Senator WaLcorr, There may not have been an actual decline,
though? You don’t know what that figure is?

Secretary Roper. Yes; I can answer that,

Senator WarLcorr. You ought to do that, because that would show
where the direct cause is.

Secretary Rorer. Yes, Thank you, Senator.

The revival of our foreign trade will naturally strengthen the status
of our merchant marine and exert a very salutal?' effect upon its

resent and future development. We must not lose sight of this
actor in measux:ing the sotential benefits that should accrue with
the passage of this bill and the exercise of the powers therein granted.

For these and other reasons there must be a different kind of ap-
proach made to the study of our international economic situation
than has heretofore been necessary. It seems impracticable, under
all these conditions, for the Congress to pursue expeditiously at least
these many investigations and weigh thoroughly the complicated set
of factors which must underlie any trade_agreement at this time.
Hence, in this unusual world situation, the President showd be desig-
nated to act, in my opinion, as your negotiator, I see no other way
in which we can sreserve our place among the great commercial
powers of the world. : .

Finally, gentlemen, I am glad to assure you of the desire of the
Department of Commerce to cooperate in every way in giving you
every possible bit of information at our command and endeavor to
secure what is not at our command, if such be your pleasure.

The CuatrmaN. Before you close, with seference to these figures of
the decline of our foreign shipping, is it your idea that the N.R.A.
hes jurisdietion to fix ocean-freight rates?

Secretary Rorer. The shipping code negotiations are not yet con-
cluded. The working out of the shipping code is & very complicated
mattor. It has international aspects which far outreach other codes.

We have a committee at this time considering the proposed code
that you have in mind, composed of representatives of the Depart-
ment of Commerce and the Department of State, the Department of
Agriculture, and the Department of Labor.



124 RECIPROOAL TRADE AGREEMENTS
Tlmt; is quito u study. | A
The OuairmaN, 1 hoge that nothing will be done by the N.R.A.
that will bo inconsistent with the purposes we arve trying to accom. .
plish, and that is to enlarge our foreign trade, by fixing such rates as
:voul(il zliestroy our exports now, and which, i understand, is in con-
emplation,
it I ?norely bring it to your attention beeause I know you know about

Secrotary Rorenr, Muy I now present our charts, heretofore refarred
to, nnd then you will got the pieturo, concerning which you may wish
to ask questions,

Senator Hastings, Before you do that, Mr. Secvetary, I would like
to inquire whether, from Your study, you feel that a code would be
helgvful or is necessary in the shigping trado,

ccrotary Roper, It should be our endeavor to work out a code
that shouid touch the severnl points we have in mind.

Senator Gonr, Would you make foreign ships conforin to the code
before you let them enter and clear in ports, or how could you affeot
the foreign people?

Secrotary Rorer. You have put your finger, Senator, on one of tho
very diflicult international problems that we are studying now.,

We find that whatever we do in connection with shipping, we en-
counter, of course, foreign intercsts, I mean by that, they have
similar problems, V

The Cxamman. I merely brought it to your attention because it
seems 10 me that what is proposed is n very inconsistent policy to
what we are trying to do in this legislation.

Secretnry Rorer. Indeed, sir, that is the reason we are giving it so
much study.

I have here, as 1 stated in my testimony, three charts. Tho first
relates to wheat, the next to wheat flour, and the third to apples.

A striking illustration, if 1 may, is Germany,

Secretary Roper. In 1923, of course, wheat was brought into the
markets of Germany duty free. In 1928, thore was a 26-percent
barrier. At this time, 1933, the tariff barriers amount to 315 percent.

Senator Gone, To 'Fet into Germany?

Secretary Ropur. To get into Germany,

Senator Hastings. That would be an import duty on the part of
Germany? ‘

Secretary Roper, Yes, ‘

Senator Hastinas, Against ull countries?

Secretary Rorer. Yes, sir.

Senator Costigan. You do not include transportation costs in
the barrier?

Secretary Rorer. I do not think so, Senator. Now, as you see,
the point that I tried to bring out in my memorandum is that all of
these nations are at work along the line that we are asking you to
authorize the President to work, namely, they have all set up their
statutes, and they are creating international agreements and arrange-
ments by which they work out their own problems among themselves,
but from which we are excluded.

. Senator Gore. That makes new channels of trade, and that makes
it hard for us to get into those countries, later on,

Senator BARkLEY. What are those other nations that have the
long line of fence?
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Secretary Rorunr, Moxico runs from 57 percent, in 1023, to 143
porcent, now. Italy was free, in 1023, for wheat, It is now a duty
aquivalent to 212,60 percent. We will take France. That country, in
1323, sthowed a duty of 10.7 percont, whereas, in 1033, it waa 171.8

ercent,

p‘ szbl()mmmu. 1 notice that the United States is up at the top of
the table.

Secrotary Roren. Now, in 1923, the United States, involving all
of these bases that I have mentioned, shows 22.4 percent, and in 1933,
it figures 73.7 percont. ,
| Sonutolt% Gore, You mean that our barriers, Mr, Secretary, have
Nereasec ,

Secretary Roren, -1 beg your pardon, Senator?

Senator Gong, Is that a statement of our own barriers, the oxtent
to which they have been incrensed?

Secretury Roren, Yes, sir,

Senator Bankuey, That applies to whent?

Secrotary Rorrn, That applies to wheat,

Senator Gorg, Oh! ,

Senator Hasrinas, Just what do you mean by a “barrior’”? Do
you mean thero is n tarifi: on wheat of 73 percent?

Seerotary Roren, Yes; the equivalont of that percentage, when
the duty is compared with the average American export prico of the
product at the time. In addition, some countries hiad quotas, licenses,
oxchango control, deprocinted currencies, or sanitary prohibition,
The logond, here in the corner, explaing the meuning of these symbols
added aftor tho duty bur for those countries where thore are such
restrictions—everything that aots us u_barrier. Now, wheat flour,
somewhat similur, though starting with France, there, you sce, it
runs from 21 smrcent in 1923, to o range from 186 percent to 249
percent in 1933 nccording to the ration of extraction.

Tha CHAIRMAN. That is France?

Secretary Rorer. Yes; France. Germany runs to 343 percont,
and back in 1923 allowed flour and certain other foodstuffs free
entry.

Senator Warcorr, It aul)fours to be a fact that the United States
barriers are not as high as France, Germany, and Italy.

Secretary Roper. No, sir.

Senator WaLcorr, Is that true?

Secretary Roper. Oh, yes; they have done us several times better,
you know, since we put up our barriers.

Senator WaLcorr, They have gone away beyond us, in values?

Senator CosTiGAN. Were the Kuropean barriers raised after ‘'we
ourselves began to elevate our tariffs?

Secretary Rorer. Yes, sir. As this table shows, that is very clearly
the case, Here is another ore. We picked out these three products
because of their importance in our export trade, Now, let us turn
the tl:u.de barrier chart on apples. We export a great many apples,
you know.,

. The Cuairman. Well, the table shows that Belgium has put the
highest restrictions on the apples, cr that Mexico has put the highest,
Bel,giuz;l next, and Argentina next, then Japan next. That is true,
isn’t i

Secretary Roper. That is true.

56156-—34——0
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The CuatrMAN. And the United Kingdom comes along next?

Senator BarkLey, Can those tablos be put in the record?

The CrARMAN. They ocan be put in the record. It is really costly
to p;gs them in, and it takes some time, but they can be put in the
record.

Senator WoLootr. Mr, Chairman, those are valuable tables,
Instead of waitiniflfor the plates to be made, why not put them in by
percentages, which would show the necessary information? .

. The CHATRMAN. I think that is a very good idea, so I will ask the
stenographer and the clerk to see that that is done, and that thess
charts be retained for the use of any member of the committee,

(The table referred to is as follows:)

Ezanynm of growth of import barriers in the Unﬂo«‘Slam and 14 foreign countries

middle of 1948, 1928, and 1988~ Relalive heighls of tmport duties on selected
products, expresed in lerms of percent of value, based on avcraga export priee
;iurmg e?ch period, with indication of any additional trade arriers, whers
mportan

{The lowering in the exchange yalun of the American d?‘lm sinoe ?ho middle of 1033, the lutest d?‘to cove
by thisstudy, has b{oul tit urthei bielow par than tha currenoles of most otho;‘outm; los, with Australls
e U AT oy o st e s bl o, o

or lm.t‘mpgow been overcome, so“tur a8 the export produots of the Unm?!'%mm ore é‘oncerne v

A, WHEAT
1033
Countries 1023 1028 —
Dutles Other obstructlons
Unitod States...... 22.4 poreent...| 33.8 percent...| 73.7 percent...[ Do reclated currenoy.
Unmg Kingdoni...| Free.......... Froe.......... 8.4 percent.... Dg&masted currency; Emplre pref.
France............. 30 percent...| 171.3 percent. .| Quotus; license.
Belﬂum cas F Free.......... Frot.......... uotas.
Netherlands I do........|..... do........
Germany. ... .| 20 percent..... 418.7 percent..| Quotas; exchange control,
Italy.e.oonnn.. 31.7 percent...| 212.0 percent. .| Guotas.
Argentina.......... Freo.......... 18.8 percent. .. l'.x:ohanuo control; deprectated cur.
eney.
Brazil.............. 114 percent...| 10.8 percent...| 22.1 percent. .. 3.
Chile.cnoean.nan... Freo.......... 3.81 percent. ..| 7.7 percent. ... Do.
Cubn. e, 11.8 percent...] 7 percent...... 20.35 percent. .
Mexleo..ovnnennn.n. 57.6 percent...| 45.0 percent. ..| 143.1 percent . . Sanftary restrictions;! llcense; de-
preclated currency, °
Canado. o.e......... 10,5 percent...| 0.8 percent....| 40.3 percent...| Depreciated currency.
Australin........... 25.8 percent...| 23 percent..... 83 percent..... Do,
dapan.............. 1.7 pervent. . .| 22.1 percent. .| 47 percent..... Do,

! Applies from specified arens, including certain Btates of the United States.
B, WHEAT FLOUR

United Btates...... 28.2 percent. .| 32.0 percent...| 68.85 percent..| De reciated currency.
United Kingdom... Freet.”; ........ Free'.’? ........ 10 percent..... Del;ir;mr:tgs currency, Empire
lorences.
33.6 percent...| 1860 to 240 | License,
reent.!
1.6 percent.....| 4.4 percent....
Free.......... Free..........

uotas,
39.3 peroent.. .| 343 percent.... chhanze control,
31.4 percent...| 200 nt....| Quotas,
Free.......... 13.13 percent. . ;ggagxe control; depreciated cur.

) Y.
17.4 percent. ..| 33,8 percent. .. Do,
29,2 peroenit...| 125.0 percent.. Do
18 percent..... 58.3 percent...
---| 70.8 percent...| 234.4 percent. .| License; de‘freclated currency,
t....| 7.8 percent. ...| 42.3 percent. .. Depreclated currency,
19 gemnt ..... 45,6 percent. .. Do.

Jopan...veannana... 24.5 percent...| 12.5 percent...{ 50.9 percent... Do,

! According to the percentage of extraction, the highest rate applying on flour the extraction rate of which
i8 60 percent or less,
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les of growth of import barriers in the United States and 14 forelgn counirdes
E%’fm gf %.98, %sa, pand 1988 Relative heights of importﬂ?’ulfag on seleols

products, expreased in terms of percent of value, based on dverage export price

during each perdod, with indicalion of any additional trade barriers, where import-

ant—Continued
O, BOXED APPLES

1033

Countries 1033 1028
Dutles Other obstructions

.4 pereont.. .} 10.3 peroent...| 21.0 peroent... Do,
P00 e vannnnne Fres..........| 8 peroent..... mwo&a’t’% currenicy; Emplre

irale
1,8 percent....| 8 peroont......| 13.4 percent... t‘lom' liconse.
. F‘mgﬁ A0S peroeni- .| 100 HoFoont ... Quotas,
.| 8 Lumm...... 8 J?mm ...... 10 peroent.....
7.8 percont. ...| 18,7 peroent...| 34.4 percent. .. Exorangeeomml
3.8 percenti | 1.8 porcent) | 104 percent,..| Bunitary prohibition.!
annm ry ssninry
prohibition,t]  prohibitlon.d
Free..... veens| Freo.......... 81.3 percent... E.:g;:ague control; deprecinted curs
oy,

veeefianes [ [/ TN I s [ TR I 04 s annnen )0,
AL EX XY o&-vilcul (TR X} o ----- LR LX) aNbws e 01
8.0 percent....| 7.4 percent, ...| 28,0 percent...
27,14 percent .| 40, peroent...| 208.0 percent.. Dex)l';wlatod currenoy.
0

..| 288 porcont...| 42.4 purcont...| 618 percent. .. Do,
! 10 ?00 ;garoent..‘. Banitary prohibition:? deprecinted

> B porcent...| 132 rrmnt. . 20.8 peroent. ..
}

”&Ba lpla{(;??t&; san { g?st:'“ citrenoy
{] f
prohibition.y} proh Mtlm{’

1 Prohibjted from the United States and a number of other countrles, since 1910,
1 Prohiblted from the United States and a number of other countrles, since 1020,

Note.~~Prepared by tho Divislon of Forelgin Tarlffs, Bureau of Forelgn uud Domestie Cotnmerce,

Senator Hastinas, Mr, Secrotary, I was wondering whether you
could givo us an illustration of what you might hope to do under this
bill, with respect to any of these commodities shown on these charts?
Take Germany, for instance, or France, or any of the countries that
roise these great barriers; and take wheat, for oxample. What
would you hope or expect to accomplish by having this right to enter
into theso trade agreements?

Secretary Roper., As we have indicated, no action should be taken
precipitately on any of these agreements. They should result from
very careful study of the balance sheets, if you ﬁ)llease, of the par-
ticular nation, and also with due relationship to the effect upon our -
own industries. I believe that it would be impossible for me to
answer your question at this time, and I doubt whether it would be
wise, Senator, to indicate in advance of negotiations as to what we
propose to do with regard to a given nation. You know, a negotia-
tion consists of giving and taking a very careful study of conditions,
that we cannot EOSSi ly be acquainted with until we have gone into
the conditions that they are confronted with there and that we are,
in turn, confronted with here.

Senator HasTings. It seems to me that with all these studies that
you have made of this problem, that you ought, for instance, to be
able to give us some idea of the concessions we would have to make in
order, for instance, to extend our wheat export trade.

Secretary Roper. Well, now, there is so much involved; this
lgrob!em is one that relates primarily to four departments, starting

rst with the Department of State.

Senator HastiNgs, Yes. I asked the Secretary some similar
questions,
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Secrotary Roper. Yes; and then, with the Secretary of Agriculture
or that Department, the Department of Commorce, of course, and
together with other studies that naturally would he surplenwntary
thoreto, It is a study of such far-reaching importance that I boliove
T would do injustice to the subject to undertake to anticipate what
wle ahr‘;ulid do, or to give notice to any country as to what we contem.
plate doing, |

Sonntargﬂam‘maa. Well, is it too much to assumo that your whol
idea is based m]mn a hope, rather than on any concrete propositions
that ave examples which you have in mind?

Secretary Roper, 1 would have to say at this timo that it is based
upon a hol)e, # hopo that is being fulfilled among other nations, and
we would like to got in that hopeful class,

Senator HasTiNgs, But isn’t this Nation a little differently con.
stituted from pretty nearly any other nation, with respect to what it
produces?

Secretary Rorr, You mean as to the extent?

Senator HasriNas, And its living costs, and all that?

Sﬁretm'y Rorer. Oh, yes; that is true. That is one of the
problems,

Senator Hastivas, Well, it has always seemed to me that it would
be very difficult for us to do what Europe is doing, when our wages
are froin 3 to 5 times as much as thoso being paid by other countries,

Secretary Roper. Yes. Of course, the efficiency of the operation
?f our plants, as compared with other countries, is an important
actor,

Senator CosTigAN. Mr, Serretary, there is great difference between
wngos and labor costs per unit per f)roduct, is there not?

Secretary Roper, That is what 1 was referring to. The efficieney
of our plant operation is a very important factor.

Senator Barkrey. Well, admitting the difference of the cost of
labor, we have cither got to find a market for this stuff that labor
is gmducmg or quit producing it, which means more unemployment.

ecrotary Rorer. Which is destruction to labor.

Senator BArRkLEY, Yes. )

The Cuarman. Well, one of the purposes in this bill is to restore
the. American standard of living, isn’t it

Secretary Roper. Absolutely.

Senator Cosrigan. As a matter of fact, when the Ford Co,
was puyin;; the highest wages in the automobile industr , the Ford
car sold for less, per car, than any other car on the market,
illustrating the importance of emphasizing efficiency in labor costs
per unit of product, as distinguished from wages per worker per day.

Secretary Rorer. True. Thank you, Senator. That is true.

Senator CosTicAN. Mr. Secretary, in 1917 you were a distinguished
member of the United States Tariff Commission.

Secretary Rorer. Eliminate the word “distinguished”’, sir, and I
agree with you.

Senator CostiaaN. President Wilson, in that year, appointed you
the first vice chairman of that Commission, and you are familiar with
such_contributions as it may have made to the solution of our tarif
problems. May I ask whether it is your judgment that if the powers
specified in the pending bill are conferred on the President, it will be
possible, through existing agencies of the Government, to deal scien-
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tifically with the bargaining problems which will be presented to the
QGoverntent,

Secretary Roper, In my opinion, Senator, the best way is to utilize
all the agencies that are available, Now, Mr. Chairman, if you would
like to have this chart study carried into a fow other products, we will
be very glad to do that, if you will name the produots,

Senator Gorn. You have limited it to wheat, so far, haven't you?

Secretary Rorer, I have Ausb used three—-wheat, flour, and apples.

The CHAlrMAN, Wheat, flour, and apples are the throe,

Senator Gore, On that point, it bears on the question asked by
Senator Hastings a moment ago.

The CHAIRMAN. You might take some other illustration, if you
care to, Mr, Secretary. ,

Senator Gore, A few years ago, when Mr. Hoover was able to

ot tho Kansas roads to lower the freight rate on wheat to Gulf ports.
rance immediately raised the tariff on wheat, 20 cents a hundred,
just overnight, .

Secrotary Rorer. You sce what is happening. It is o question,
Mr. Chairman, and gentlemen, of modernizing our mechanies to
meot the approach other nations have adopted.

The CualrMAN. Thank you very much, Mr, Secretary?

Senator Hasrinas, Isn’t it true, Mpr, Secrotary, that, after the
war, all of these countries shown on these charts as having set up
theso barriers ngainst these three commodities, made a very strenuous
offort to make themselves self-sustnining, with respect to those par-
ticular articles?

Secretarv Roren. Yes, in a measure,

Senutor Hastings. And encourage the farmers to raise these par-
ticular products,

Secretary Roper, 1 think that is true, Senator. 1 feel that we
have seen too great a nationalistic apirit since the war, very lurgely
influenced by our own action in setting up barriers through the taviff.

Senator Hastings, Well, are you sure that is it, or are you sure it
is the desire to be in a position where they can sustain themselves in
case of another war?

Sceretary Roper. It is my opinion, Senator, that we did much to
provoke this situation.

The CnairmMaN. 1 hope you won't get into any polities,

Senator Couvzens, J would like to ask the Secretary one question,
The most concern that seems to be exhibited in communications with
respect to this bill, is the lack of disposition on the purt of the admin-
istration to give the affected industries a hearing.

Sceretary Roprer. Yes.

Senator Couzkns. I wish that your large list of “brain trusters”,
and so on, would prepare some scheme or other which would assure
these interested parties that they are not going to be ridden over
without any opportunity to be heard, in making these particular
agreements, ”

Secretary Roper. Yes, sir. I think that is important, Senator.
I do not believe that these agreements should be entered into hastily,
and I am satisfied there will be ways by which these people can present
their conditions, and we should have them,

Senator Gore. You do not know how other countries do? Do
they just jump into these agreements, or do they have some sort of
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preliminary survey and study, based on facts? Do you know any.
thing about that?

Secretary Rorer. No, Senator. That is up to the President, under
the phraseology of this bill,

Senator Gore. I do not mean that. They are making thess
agreemonts all the time, abroad, and I wonder if they just blindfold
themselves, and go in and make a trade, without knowing what }s
going to bo the outcome, or how it is %oing to renct on home industry,

Senator Covzens. Well, I understood the Secretary to say that
thero would he a way found wherebi; these industries would have an
o?portunity to present their views before the consummation of any
of these treaties,

Secretary Rorir. Yes. Senator, there is no provision, of course,
as g;ou know, in the law, to that offect,

nator Couzens. That is what I am speaking about. I wantsome
kind of assurance that we are going to get it, either in thoe law, orin
some other way.

Secretary Roper. I am satisfled that in this matter, as in all other
questions, the Department—the President, because he is charged
with this, will be only too glad to get all the facts necessary to guide
him pr(zgerly in working out these agreements.

The Cuamrman. Then it -is your opinion that it would not be
detrimental to the progosition to give a hearing, if it does not lold
up the thing interminably? .

Secretary Roper, It 18 a matter of expedition, Senator. We
certainly need the facts. It is a matter of expedition. Thank you,

The Cuairman. Thank you very much, Mr. Secretary.

(Secretary Roper subsequently submitted the following:)

CommERCIAL AGREEMENTS BeTwenN ForsraN CounNTrIES DURrING 1033

In his testimony yesterday before the Senate Finance Committee, Assistant
Secrotary of State Sayre aYo e of 88 commercial agreements concluded between
the various foreign countries durlng the year 1933. Dr. Sayre limited himself
to those commercial agreements of the last year which embodied eithor customs
concessions, in duties or some other form, or assurance of most-favored-nation
treatment, or both,

In addition, there were worked out during 1933 about an equal number of
agreements between various governments that were caloulated primarily to en.
large—or at least maintain-—the volume of goods exchanged between the two
contracting countries by various special arrangements. is object was to be
attained not necessarily by reducing the existing level of duties or other restriotions
of the two countries, but rather by the granting of preferential quotas of particular
classes of goods that were to be admitted, assurances of fors gn-exchange allot-
ments with which to pay for them, and other devices, This ype of agreement
was usually not accompanied by provisions for the extension of similar privileges
to other countries. The result was seldom an enlargement of the general volume
of world trade, the principal effect usually being rather a diversion of a part of
the current volume of a country’s import purchases from the other usual supplying
countries to the particular country with whom the arrangement was being made.
Many of the commercial a%:eements listed by Dr. 8ayre as of the concessional type
also contained special quota or other exclusive trade provisions,

Since the Government of the United States has had no authority similar to that
vested in the governments of most foreign countries to conclude reciprocal agree-
ments with other governments, American producers of export products have
obviously suffered. Th(:‘y have had to stand by and see special concessions
given to comnpetitive products from other countries, or assurances against further
restrictions, which advantages or assurances the Government of the United
States was not in & position to secure for them by similar negotiations, Since the
trade facilities embodied in most of these special or ““trade-diverting " agreements
touk the form of promises with regard to the amounts of particular goods that
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would be admitted from the other country or the allotment of funds granted for
the payment of thoso goods—flelds in which the most-favored-nation obligation
to treat all countries equal has not geueull been recognized~-the United States
was seldom in a position to fat any benefit from these speclal agreements, even in
case of those countries with whom she has most-favored-nation agreements in

offeot,

It {s not the thought that the United Btates Is to enter into apecial and exolusive
trade agreements of tho type desoribed, They are mentioned rather to bring out
one of the reasons why the foreign trade of the United Btates has fallen off more
gharply than that of any other !mfomnt forelgn country, to the point where we
now an]t?y a much reduced share of even the shrunken volumo of goods moving in
international commerce. If the authority sought by this bill {s granted to the
Government; we would then be in & more advantageous position to defend the
interests of iha Amerioan trade, by negotlating for advantages similar to those
whioh hwa“been or may be oxtended between the nations under such special
arrangements,

Mogrem'er there ls an opportunlti/ for the United Btates to give an impetus to the
type of trade agreemonts that wil progreulvelly enlarge the total Aow of world
commeroce, agreements that will provide for reciprooal moderations of the dutles
and other import restrictions on both sides. 1 am stressing this character of the
trade agresments contemplatod by the United Statos under this bill In contrast to
the many trade-diverting arrangements we have just discussed which by their
nature are not caloulated to bring about the enlarged total flow of goods in
international commeroce which we are all hoping for.

FonretaN TRADE AND THE AMERIOAN MBEROHANT MArans

The Government Is committed in prineiple and required by statute to foster,
promote, and malintain an adequate American merchant marine for both trade
and national-defense purposes. For this reason, the future of forelgn trade and
water-borne commerce ig directly related to and affected by tho earrying out of
the provisions {n bill H.R. 8687. The drastic deeline in avallable volume of
water-borne commerce has imposed a severe hardshllfs upon the merchant marine,
As forelgn trade is revived on a world-wide basis, if the United States does not
increase its trade in ratio to the world increase, the merchant marines of other
countries will develop and prosper at the expense of the American merchant
marine, For this reason, the revival of Amerlcan trade due to the execution of
the provisions of this bill becomes specifionlly pertinent to the future of the
American merchant marine. Aoeordlngl}g'a, the present status of the American
merchant marine and related factors pertaining thereto are herein set forth.

SHIP BALES POLICY

(a) The following table shovn the lst of vessels and the sales price of vessels
sold for scrapplnﬁ béy the United States Shipping Board from September 12, 1922,
to November 5, 1932: '

Number| Dend: Sales

Type of ship of ships gg{&‘, price
WoOd ShIPS. -« v eeeiicciceriiiueciveriaucccrenncraesncocsoannvsorsnne b= O ISP $782, 748, 68
Bleel BhIDS. . o cerieiiiirrctiaiiiireitcnarramrenetansnaannacnana. 428 | 2,001, 382 (4, 465, 137,87

All vessels in this summary were sold under agreement obligating the purchaser
to dismantle and scrap. This total includes five ex-enemy passenger and cargo
vessels and one ex-Army transport ship.

An agreement of November 5, 1932, and a supplemental agreement of February
(71', l1.933, ;overed also 86 other vessels which, for reasons explained later, were not

elivered.

(b) At the present time, the Shipping Board Bureau has a total of 277 vessels,
includinﬁ the 86 ships undelivered to the Boston Iron & Metal Co. for scrappinf.
Out of the 277 vessels now held by the Bureau, 228 are in the laid-up fleet and 46
are being operated under agreement with private operators. A joint committee,
respresenting the Navy Department, the War Department, and the Shipping
Board Bureau, has.recentlg made a report on the 277 vessels and recommends
that 169 of the 277 vessels be held available as naval auxiliaries. This committee
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did not consider that the remalning 108 vessels had any national-defonse valyy
and, hence, would be subjeot to disposal.

(c') Forty-six oargo ships are now being operated for the acoount of the Mer
chant Fleet Corporation by five private managing operators. Nine companiey
are ogerutlng these 46 vessels upon a com&onut!on-per-voya basts, boglnning
at 810,000 and grading downward to 89,500, 87,000, and 2 at #6,000, with shi
nwv{ng at present an advance payment of 84,006, pending acljunfment of ra
of compensation. The “lumrsmm ' operating agreements with thess o orators
are now being carefully studied to determine among othor things, whether the
vaynfe compensation now being paid by the bovemment is & proper amount iy
the light of present conditions,

Under dato of April 10, 1084, the Attornoy Goneral held that the Bhipping
Board did not have the legal authority to enter Into & contract with tho Boaton
Iron & Metal Co. for the sale of vessels to be sorapped, when “ald vessels o8-
sossed an operating value i excess of thelr sorap value, Agreemonts ontoreq
Into with the Boston Iron & Metal Co, cuvered A total of 125 ships, of which
only 80 were delivered for aorapping gurpocen. The romaining 86 ships under
this :tareement have not been delivered,

Out of the 277 vessels now hold by the Shipping Board Bureau, only 109 have
been designated for defense purposes. The question still romaining re¢tilres 8
definition as to what should be done with the romaining 108 vessols, Those
vessols which may be obsolete and which have no valuo other than for sora Dpage
could be disposed of as junk. Tho real diffioulty arises, however, In relation
those vessels which have an “as-ls” world market value greatly in exoess of thels
;unk value, but which sale today for operation would furthor depress the shipping
nldustry in which thero {8 now consldorable oxcess tonnage whieh must reniain

(’n

The Leviathan ts another case in point whioh fllustrates the probloms facing the
Ameriean merchant marine and the neecessity of appronching theso problems so
that the declsions reached will be in the hest Interosts of the merchant marine

onerally, This ship was sold to o subsidiary of the International Moreantile
arine Corporation, An agreoment of Octoher 30, 1031, provided that the
Leviathan make not less than seven voyages annually for a ¥urlod of B yenrs,
The ship has not been In oporation for more than a year he buyors of the
vessel eontend that it Is obsolescent and inspeetion and examination scom to
indicate that the Leviathan, which was constructod in 1914, is at a considerahle
disadvantage in competing with faster, more modern ships which are less oxpensive
to operate. To lllustrate, since the Leviathan's machinery was designed np'm'oxi-
mately 22 years ago, there have hoon extraordinary advances in englneor hg 80
that today stmilar power may he dovelo ed by the expenditure of about only 60
percent of the fuel ro?uired by the mae inery of the Leviathan, The owners of
this - ' have contended that it wotld cost a million dollars to put the Leviathan
back .uto competitive operating condition along with suoh liners as the Man.
hattan and Washington and that, even after this oxpenditure, the ability of the
vessel to compete effectivoly with nower and more modern “super-liners” would
be very doubtful, Eutirely a,mrt from the business aspeet of tho operation of
the Leviathan and the policy with regard thereto, any decision in the mattor must
take Into consideration the nationa defense value of the vessel. The question
arising in connection with this matter is whether the company buying the vessel
should be required to operato it at a considerable and eontemplated loss under the
scheduled contract or whether the Government should allow it to he turned back
with the responsibility of preserving it to the best extent possible against ohso-
lescence and deterloration.

This important administrative cluostion hes been studied by a special commit.
tee of the Shipping Board Bureau with the result of a divided report, the minority of
the committee reéommending that the execution of the contract and operation of
the Leviathan be insisted upon, while the majority report definitely recommends
agalnat further operation under the existing contract,

he purchasing company has already teken advantage of a clause in the con-
tract authorizing, if desirable and by mutual consent, an alteration in the stipula.
tions therein and has submitted & proposal for the construction of a new passenger
vessel in lleu of compliance with the operation clause in the agreement. It will
evident from the nature of this problem that the decision in this matte: must
comprehend not only the protection of the Government’s interest in the trans.
action, but also the practical aspects of the situation.

In view of all factors involved, should it he the policy of the Secretary of
Commerce to insist upon the operation of the Leviathan? An expression of Con-
gress in this connection is desirable.
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(¢) Thore are threo genoral pollcles portalnlng to ship disposals which may be
conaldored singly or exelusively or in combination from. Thoy are:

1. Sale of ships on the basls of the groatest net recovery to the Government
without conalderation of any other polloy.

2. Sorap tho ontlre remalning fleot as rapldly as possible.

3, Tho retention of vessvls whioch have a sotuntlall useful value to the
Natlon as a reservo for omergenoy and national defouse purposes,

Tho salo of the ships on the basls of the greatest net recovery without consider-
atlon of any othor po ic¥ must be basod u,)on the fact that there ls today in private
hauds amplo tonnago of the type owned by the Shipping Board to meot the needs
of hoth forelgn and domestio commerce. However, thero {s ho doubt that many
of thuse ships may be sold for oporating purposos at a value considerably In oxcess
of thelr aorag valie, The advantage of this polloy of greatest net recovery would
bo that the Govoernmeoent would recelve at tho time tho highest value recoverable,
An long ad tho Govornment pursucd this polloy, it would tend to deproclate still
furthor tho value of privatoly owned tonnage, would tond to qutpono until a
lator date the constiuction of more modorn vessels, and would tend further to
keop water transportation ratos at such a low point that the effects would he
detrimontal to tho privatoly owned and operatod moerchant marine.

Advoeates of thoe scrapping of the entlre remalning unused fleet polnt out that
this would removo the Government from sh!? operations, would remove the bur-
don of this tounage from compotition with privately established commerelal lines,
and gradually pave tho way for allowing the commerelal valuv of Amorlcan flag.
ships to work gradually toward the cost of roplacoment, less dopreciation, and to
glve greator impotus to tho hullding of newor and more officlont ships in American
vards,  Undor this polley, howevar, there would be a much smaller nat recovery
than under the first polloy outlined.  Furthermore, such a potiey would dlsregard
the natlonal defonse value of many of theso vessels.

The thlrd alternative Is that of relalniug those vessels having a potential and
emorgency and natfonul defense valuo without regard to the first two polieles,
If this polliey were adopted, a critical Inspeetion of the present fleet should be
made so that all vessels which, due to design and ohsolescence for varlous reasons
should he promptly scrupped,  The remainder of the fleet would then be rotained
in the nature of an insuranco against condltions which might arise but which
cannot he elenrly foreseen,  Such ships would be maintained at a mininum
expense su long ay they could he put lito service which might be of valuo to the
Natlon In time of omergeney. From the \'iowlpolut. of the Ameriean merchant
marine, this alternative would be virtually as effective ag that of complete serap-
ping, so long as the Government established the definite policy that it would,
under no conditions, soll any of these ships.

Some modifications and adaptations are possible upon the basis of these thyee
general lines of polley. As long as the Government fleet exists in a condition
where a coustdorable number of vessels conld be put into serviee, the value of all
Amerlean flagships will be depreelated, The immediate and future development
of the American merchant marine must depend upon a definition by Congress
as to what line of ship-sales policy must be followed with due regard for the
considerations outlined hereln.

FUTURE DEVELOPMENT AND STABILIZATION POLICIES

The matter of defining clearly a ship-sales policy is an immediate administrative
problem and such definition will establish a precedent for future administrative
action which must be related to the hroad ¢nestion of future development and
stabilization of the American merchant marine, The chief factors involved in
the determination of a comprehensive future poliey are:

(a) GQovernment aid lo shipping.—Government ald to shipping may be extended
in several ways, but generally it can he classified under the two divisions of
financial ald and various types of governmental efforts to promote the use of
American vessels,

The latter objective