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FOREWORD

Under authority of Senate Resolution 335, Seventieth Congress,
gecond session, the United States Senate Finance Committee, for the
purpose of investigating the effects of the operation of the tariff act
of 1922 and the proposed readjustments as set out in House bill 2667,
commenced general tariff hearings on June 13, 1629, pursuant to the
following public notice authorized by the committee on June 7, 1929:

Dates of hearings and tariff subcommitlees

Schedules Date to commence Subcommittees

.

Subcommitiee No. 1, room 218 Senate Office Building
1. Chemlcals, ofls, and paints.] June 14...........| Smoot, chalrman, Reed, Edge, King, and Barkley.

2 Eaﬁl;:;v:;thenwam, and [ June 19....eeeen... Edge, chalrman, 8moot, Reed, King, and Barkley.
3 M%’tals and manufactures | June 26........... Reod, chairman, 8moot, Edge, King, and Barkley.
of.

Subcommittee No. 8, room 318 Senale Office Bullding
6. Tobacco and manufac- Shortridge, chalrman, Smoot, Watson, Harrison,
tures of. and Col y.
8 s%lvt:}agel:es, and other st;or‘tiriélso, chairman, Smoot, Watson, Harrlson,
A nd Co! ., :
7 Agrlcu'l;lur‘?sl products and | June 17....... +--..] Watson, chahyman, Smoot, Shortridge, Harrlson,

5. Sugan,  molasses,  and | June 26 Stoct Shairiian, Watson, Shortridge, Harrlso
. Sugar, molasses, and | June 2......... «..| Smoo n, Watson, arrison,
‘manufactures of. and Connally. " » Shorrides '
Subcommitice No. 3, room 301 Senale Office Building
9. Cotton manufact June 14 B{?ﬁ%‘;{, rgeolmlﬂnan, Qreene, Sackett, Slmmons,
10, Flay, hemp, jute, and |June1o............ Oreens, chalvman, Bingham, Sackett, Simmons,
manufactures of, and Georg:
11. Wool and manufactures of.] June 24............ B%«%meﬁ c:mlrman, Greeno, Sackett, Simmons,
12, 8k and sllk goods......... July 1 @p.m.).... Sackgtt “heirmap, Greene, Bingham, Simmons,

and George.
13, Rayon manufactures..... .| July 8.............| Backett, crgalrman, Greene, Bingham, Slmmons,
and doom.

Subcommittee No, 4, room 412 Senate Ofics Building

1. Papers and books June 13, D::%e% hcgmlrm(%:k,’gomna, Koyes, Walsh (Mass.),

4. Wood and manufacturesof.| June 17......... el conunsi‘cwrmw Deneen, Keyes, Walsh (Mass.),
and Thomas (Okla.). ‘

15, Sundries, June 23. Keoyes, chairman, Couzens, Deneen, Walsh (Mass.),
and Thomss (Okla.).

. Note.—Hearings on * Valuation” will be conducted before the full committes June 12, All ._..llugo
will ommenceat 9,30a. m, unless otherwise noted. Hearings on free list, administrative, and miscellaneous
provisions will be conducted before full committee at the conclusion of the subcommittee hearings,

Stenographic reports were taken of all testimony presented to the
committee. By direction of the committee all witnesses who
gppeared after the conclusion of the hearings on valuation were to

0 SWOIn. .

The testimony presented, together with the briefs and other
exhibits submitted, is grouped together as far as practical in the
numerical order of the House bill, which has made necessary the
sbandoning of the sequence of the statements and the order of
appearance,

X



v FOREWORD N

In this consolidated volume, which includes briefs and data filed
since the publication of the original print, the arrangement of the
testimony has largely been preserved, while the new matter has heey
arranged by sections in the supplement at the end. The index has
necessarily been revised to include this new matter.

The hearing on Valuation, which was held before the full committes
June 12 and 13, and which was originally printed in a separate
volurue, has been incorporated in this revised edition of the hearings
on Special and Administrative Provisions, of which it is logically a
part, and will be found at the con .lusion of the other testimony.

Isaac M. Stewarrt, Clerk.



TARIFF ACT OF 1929

SPECIAL AND ADMINISTRATIVE
PROVISIONS

MONDAY, JULY 15, 1929

UNiTED STATES SENATE,
COMMITTEE ON FINANCE
Washington, D. C.
The committee met pursuant_to call at 9.30 a. m. in Room 312,
Senate Office Building, Senator Reed Smoot (chairman) presiding.
The CrairmMaN. The hour of 9 o’clock and 30 minutes having
arrived the committee will come to order. To-day has been set apart
for the consideration of special and administration provisions found
on page 388 of the House bill, under title 4.

GENERAL STATEMENTS

STATEMENT OF CHESTER H. GRAY, WASHINGTON, D. C.,, REPRE-
SENTING THE AMERICAN FARM BUREAU FEDERATION

(The witness was duly sworn by the chairman.)

Mr. Gray. In appearing before you on the administrative and
miscellaneous provisions I want to call attention to four topics; and
I shall make an effort to be as brief as possible; if I could be un-
interrupted I could finish all that I have to say in 15 minutes casily.

The CuairMaN. I hope that you will not be interrupted.

Mr. Gray, The flexible provision, the Tariff Commission, the
general propositjon of our colonies, and milling in bond are the four
administrative provisions which our membership in the Farm Bureau
are intcrested in.

Taking up the flexible provision first, and referring to section 336
of the House bill where it is found, I wish to call attention briefly to
our desire in the Farm Burcau that a flexible provision be retained
in the forthcoming tariff law. Our membership in the Farm Bureau
during the last two years has been more attracted to and interested
in the flexible provisions than any other section that even might
have included rates. The reason for that is this, Mr, Chairman and
members of the committee: During the last two years the farmers
have realized that some of their rates were not adequate, and to get
the rates raised under the flexible provision, such as the 50 per cent
limitation feature, we have been interested before the Tariff Com-
mission in cases on these commodities: Wheat, corn, Swiss cheese,

1



.2 TARIFF ACT OF 1029

cherries, maple sirup, maple sugar, butter, milk, cream, flaxseed,
fresh tomatoes, canned tomatoes, tomato paste, omons, peppers,
egﬁg, and egg products. =~ | . . ..

hat shows the wide interest of our people in provisions rais
the rates on their commodities; and that same indication is reflec
now and was reflected over on the House side weeks ago in raising
rates on agricultural products by revision. There are two methods,
our membership is well cognizant, of rebuilding rates—the flexible
method and the revision method; the first being by the Commission;
the second being by Congress. . .

We must state that the flexible provision as in the act and, to a
certain extent, as in the bill, does not allow that ease of changing the
rates which we desire. In other words, instead of eliminating the
flexible provision we want to make it really true to name—flexible
in fact; and to make it flexible would like to have incorporated in the
language of the bill that this committee reports, among other things,
these ideas or devices— .

Senator SHORTRIDGE. Addressing yourself to section 336 now?

Mr. Gray. Yes, sir; section 336 which was section 315 in the act.

In section 315 of the act, and not so much so in section 336 of the
bill, too much dependence in gaining flexibility is put upon cost of
production. In other words, to get a flexible change in the rate up or
down we have had to prove that the cost of production here and the
cost of production abroad differed enough to justify a 50 or a 25 or
any other percentage of increase or decrease within the 50 per
cent limitation.

The fact of it is that it is difficult sometimes, even in our own coun-
try, to get the cost of production, although that is not superlatively
difficult; and when we go to foreign countries and try to get their
costs of production we are in an almost impossible condition.

We want a flexible provision to be so drawn that competitive con-
ditions here and abroad shall be more of a determining factor whether
the rate shall be up or down than merely cost of production. In
other words, we want to relegate cost of production very largely
down towards the end of the factors determining rates up or down and
let competitive conditions be the yardstick as to whether a rate
should be increased or should be decreased.

Senator REep. Will you describe what you mean by competitive
conditions? . .

Mr. Gray. Yes. Just merely to state in the law, Senator Reed,
that competitive conditions should be the determinator or the
yardstick would put the Tariff Commission and everybody else to
interminable difficulty in interpreting that. Competitive conditions
should be defined by some such language as is in our brief; and I
will summarize it as follows:

When- the foreign value plus the duty and transportation costs is
lower then the domestic value of a like or similar domestic article
plus transportation costs, there is one nieasure to ascertain whether
you have competitive conditions. ..

Another is this. When the price to producers in the principal
competing country plus the duty and transportation cost is lower
than the cost to the domestic producers of a like or similar article,
plus transportation cost.
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A third measure, to answer Four question, Senator Reed, is that
.when the stated price commonly known as.-tﬁe price including. cost,
insurance, and fre(xight, of the mxgorted article at the principal port
of entry plus the duty is lower than the American selling price of a
like or similar article plus transportation to that principal port of

entry.

A?;d there is & fourth yardstick which will be a determinator if you
should incorporate some such language a8 this in the forthcoming
act to show what are the compstitive conditions; and that is, when the
.wholesale selling price of an lmg:grted article after payment of the
duty is less than the wholesals ssling price of a like or similar article
in the domestic market at the same Eenod of time,

Senator REED. You would allow the President to use his judfmont
if an%'1 orée ;)f?those factors were present in regard to raising or Iower-
ing the duty? ‘ . : .

r. GRAY. Any one of those would be an indicator of a competitive
condition here and abroad; but not the President so much as the
Tariff Commission would use any. one,’ani two, or any three or four
of those yardsticks to determine if and when competitive conditions
éxist, o ‘ :
Senator Reep, Have you considered the constitutionality of that?

Mr. Gray. Yes. In what way do you mean, though, Senator?

Senator REep. As to whether that is not a delegation of the con-
stitutional power to tax that is given us by the Constitution.

Mr. GraY. We are not advocating that the Congress of the United
States, which by the Constitution 1s the revenue-raising body, shall
surrender any of its constitutional powers; but we are advocating
that as in the Interstate Commerce Commission where you have
delegated to that commission the freight and passenger rate TOopo-
sition subject to your review always, that you delegate in this in-
stance the tariff-making rates to the Tariff Commission, subject to
gour review, the determining body, in each and every instance.

urrender nothing, but delegate an authority and a detail which
the Congress of itself can not attend to.

The CraIrMAN. You would not let the President, then, decids?

Mr. Gray. Our s)osition. on the flexible provision is this, Senator
Smoot, that instead of giving the President more power—and I will
give this e?lanation now rather than putting it later in my plan
as I intended to—rather than giving the President more power under
the flexible provision, we would absolutely remove him and let the
Tariff Commission be not only a fact-finding body, but the deter-
mining bmg, subject to the Congress, in these rates, just like the
Interstate Commerce Commission is with regard to freight and pas-
senger rates; like the Shipping Board is, or the Fleet Corporation,
in maritime rates; like other governmental bodies have been in othor
instances, delegated by Congress as an agent to do a particular thing,
subject to review by the determining body; that is, the Congress.

We want to take the President out of this picture absolutely, be-
cause it is physically impossible for a President of the United States
to review accurately the many things which the Tariff Commission
will lay on his desk if this flexible provision in this detail is carried
forward, because the Tariff Commission being continued, as we have
reason to expect it will be, in years to come will have many times as
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much work under the flexxible provision as it has had down to date;
and the President can nof; give his personal attention to those things,

The Tariff Commission, if it should be meade a determining bedy
subject to review by Congress, of course, as well as a fact-finding
body, would have the same powers that these other Federal bodies
have in regard to other rates. \

Does that answer your question?

Senator Siumons. You would give them the sole control over
rate-making as is given the Interstate Commerce Commission?

Mr. Gray. A similar power and authority, yes, Senator Simmons,

Senator Simmons. Under that control of rates by the Interstate
Commerce Commission we have the highest freight rates to-day that
we have ever had in-our history.

Mr. Gray. Yes. .

Senator SiMMoNs. And, in a great many instances, the most unjust
and discriminatory rates that ever were made?

Mr. Gray. You are right. . .

Senator Simons. And notwithstanding our experience in that
particular, you would have us turn over to this commission the power
to fix rates, giving them the same broad power and finality that is
given to the Interstate Commerce Commission? .

Mr. Gray. Yes; butif the Tariff Commission, as is the case in your
statement relative to the Interstate Commerce Comniission, should
become too much one-sided in its determinations and that one-sided-
ness is not corrected, the fault then lies with the determining body,
which is the Congress of the United States.

Senator Simmons. Let me call your attention to another phase of
the proposition. You would authorize them to investigate and de-
termine which one of the several methods of testing competition
should be selected, but you would require them always to make that
comparison, for the purpose of determining whether competition is
there or not, with the selling price in the United States?

Mr. Gray. I believe that 18 true according to the summary I gave
here a while ago.

Senator Simmons. Regardless of whether that selling price is a fair
price or an extravagant and confiscatory or trust-contro ed rate.

Mr. Gray. May I offer this explanation before you finish your
question, please? The matter of competition in making the American
selling price might be our safeguard.

Senator Simmons. Do you not make the American selling price,
without regard to whether it is a fair or just price to the American
people, the absolute standard upon which you are to test this question
of competition?

Mr. Gray. The brief which we filed, Senator Simmons, in our first
appearance before this committee on valuation, brought up this same
question which %ou have in your inquiry of this moment. In that
brief we, for the Farm Bureau, took a position in favor of the domestic
basis of valuation which is, as defined then, to ascertain value on
the domestic wholesale selling price.

Senator SimMons. But what I want to ask you is, do you want to
ive the commission at the same time you give them the power to
x the price of the foreign product, the power to determine whother

the domestic price is a fair price?

Mr. Gray. Yes,
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Senator Simmons. Does your proposition involve that? They are
to determine whether it is a fair and just price to the American people,
a standard of price that ought to be maintained by the Government
through legislation, price fixing?

Mr. Gray. Some function of government must have the power,
cither the Congress itself, which it is now exercising in forming this
revision, or some commission like the Tariff Commission must have
the power and authority to find what the domestic value is. I do
not see how you are going to get away from that in determining rates.

Senator Stmmons. I understand that. You want them to find
what the domestic selling price is, end I am insisting that if your
proposition be adopted it should also provide that they should ascer-
tain for the purpose of working out a solution of this problem whether
the American selling price which the§ are trying to protect is a fair
price to the American consumers. You have not included that in
your statement of a little while ago. .

Mr. Gray. I would expect, Senator Simmons and gentlemen of
the committee, that the language along this line, if the committee
desires to go -the way the Farm Bureau is. recommending, would
include some such terminology as to describe this American selling
price or this domestic value to be a fair selling price or a fair value.

Senator Simmons. In other words, they should fix the price at
which the American product should be sold? -

Mr. Gray. It would be merely an ascertainment of the price after
competition fixed it. Lo

Senator Simmons. And then it should determine what would be a
fair American ,Frice?

Mr. Gray. They should have that power and authority, But it
is merely the ascertainment of the price after it has been fixed by
competition,

I have referred in answering Senator Reed——

Senator Simmons. That would be about the broadest power that
this Government has ever conferred upon & commission.

Mr. Gray. No broader, I believe, than you have already conferred
%pondtho Interstate Commerce Commission or upon the Shipping

oard.

Senator Simmons. I think it is. But go ahead. I do not want to
interrupt you too much.

Mr. Gray. Owing to our two years experience with this flexible
provision in many cases before the Tariff Commission, we want as
many steps taken out of its flexibility as can be taken out by legisla-
tion, and we would rather go before a commission like the Teariff
Commission, knowing that that commission is not only & research
body, but a definitive body as well, subject to review by Congress,
so that whenever we have made our case or failed to make it, the
Tariff Commission has the determination in its own power——

Senator Simmons. Let me ask you another question.

Mr. Gray. Let me conclude my thought, Senator.

Senator Simmons. Yes; certainly. .

Mr. Gray., Whereas, under the present system, if we have to go
before the Tariff Commission, not only agricultural people but indus-
trial as well, feeling that the commission makes recommendation to
the President, the President not having time to study the proposition,
and giving a determination in most cases identically in line with what
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the commission reports, anyhow, it just adds another point of delay
and brings in the political element much more than if we could have
a non-partisan commission sitting upon these different questions.

Senator SiMmons. Suppose, then, it be conceded that we would’

ive the commission no broader powers than we have given to the

nterstate Commerce Commission, I wish to ask you as a representa-
tive of the farmers, has the Interstate Commerce Commission worked
out its freight rate proposition to the satisfaction of the farmers of
this country?

Mr. Gray. No. .

Senator Simmons. In assessing the value of railroads have they
made an assessment of value of railroads for the purpose of deter-
mining rates that is satisfactory to the farmers of this country?

Mr. Gray. We are constrained to believe that the valuation of
the railroads contains a lot of water—that is, their valuation is too

high,

%enator SimmoNs. That is the result of the commission’s work in
fixing the valuation of railroads. . .

Now, in fixing the valuation of rates this same thing has happened,
has it not, that has been very unsatisfactory to the farmers?

Mr. Gray. That is very largely incident to the question of valua-
tion.

Senator Simmons. But you are evading the question.

Mr. Gray. No; I do not thinkso. =~ |

Senator SiMmons. Has not the determination of rates or the fixing
of the values upon which rates are to be based by the Interstate
Commerce Commission been wholly unsatisfactory to the farming
interests of this country?

Mr. Gray. Not wholly, but to a great extent they have been
unsatisfactory. .

Senator SiMMmons. I will accept your qualification. To a very
large extent?

r. GraY. You are right.

Senator Simmons. That is, they are comglaining that justice has
not been done them, that justice has not been done the people of
this country and that that system has not worked satisfactorily at all?

Mr. Gray. But my query reflecting the thought of our member-
ship as expressed in resolutions from 1922 down to and including 1928,
not in rebuttal, but in connection with the discussion now going on,
is, How much better would the rates have been handled if the President
had been the determininF factor and the Interstate Commerce Com-
mission had been compelled to refer its own findings to the President?
Would not the result have been the same? In other words, by the
Tariff Commission acting under the flexible provision of the act of
1922, with the President being in the picture, has that been any safe-
guard in any way toward protection of the American people? ould
it have been any safeguard in the Interstate Commerce Commission
if the President had been the determinator rather than the Interstate
Commerce Commission?

Woe think it would not have been a safeguard any more than to
let the commission itself do this work. And then, frankly, as I said
a while ago, gentlemen of the committee, if the Interstate Gommerce
Commission, if the Shipping Board, if the Tariff Commission run out
of bounds in their determinations, the authority which created them,
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the Congress of the United States, has full authority to step in at
any time and by law correct the commission, revise its findings and
set things on the right track. The Congress has not done that yet in
the case of freight and passenger rates.

%%nator?BmGHAM. ut we are doing it in the case of the tariff

jight now
nng. Gray. You are doing it right now, and periodically it should
be done, no doubt.

Senator BinaaM. We can do it whenever we do not think the
President has set the rates right. Wherein do you gain anything by
taking out the representative of the people in the person of the Presi-
dent as a check on the commission, when the commission, like all
other commissions, proceeds to get arbitrary?

Mr. Gray. You gain this, Senator, if nothing more: You gain one
stop more toward flexibility, because you have to go only to the
Tariff Commission to get our flexibility, if you prove your case, sub-
ject only to a review by Congress; whereas, leaving the President in,
you lose weeks and months before the case can be finally determined,
ordinarily, and just delay determination of whether a rate should go
up or down, as the case may be, until sometimes the emergency or the
condition vhich requires the increasing or lowering of the rate has
gone by or has done its harm. You would gain speed; and paren-
thetically I should say you would also take the political pilase outof a
fact-finding and research work, which is the attitude that all of us
take when we go before the Tariff Commission. We do not go there
as politicians; we go there as men who have facts and research for the
commission to determine upon, and you would take the political phase
out of it very largely.

Senator BINGHAM. But if the people of the United States decide
that they want a tariff for revenue only and elect a President that
promises to give them that, and he comes into office, and can not do
anything with the Tariff Commission, then where are you?

r. GraY, The President, under the Myers case, decided by the
Supreme Court a year ago, can do almost anything he wants to in
remaking a Federal Board at any time without stating the cause or
referring the matter to the Senate.

Senator BinauaM. Then you are going to give the President power
to make these rates anyway, because if the commission does not
make them the way he wants them to——

. Mr. Gray. Ho has jurisdiction over every member of the commis-
sion.

Senator BinauaM. Then I do not see that you gain anything by
taking away from the President the power to review their decisions,

Mr. Gray. We lodge in the Con%ress of the United States the
supervisory and regulatory power behind and superlative to the

owor of the agent, the Tariff Commission; so that the Congress,

y the Constitution, is the revenue-making body and does not delegate
to any agent—the President of the United States, for instance—who
ordinarily is considered to be of more importance than the Con-
gress
Senator BingiaM. But you do not expect us to sit here every sum-
mer and revise the commission’s decisions, do you?

Mr. Gray. No. Our purpose, Senator hingham and members of
the committee, our purpose in advocating a truly flexible provision
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ic that Congress, less often in the future than the past, will need to
tinker with the tariff; but it will be done gradually day by day as
economic conditions change, either as they require increases or de-
creases; and Congress, if this provision is made truly flexible, will
be less involved in tariff revision in the future than in the past.

Senator BingHaM. Can you guarantee that this regulatory func.
tion that Iou are leaving to Congress will not have to be performed
in the middle of the summer?

Mr. Gray. No.

The CuairMan. I think we all understand your position on this
question.

Senator Harrison. I am wondering if you have taken into consider-
ation the fact that we have now given the President three secretaries
where he formerly had but one.

The CHAIRMAN. That has a great deal to do with the administra-
tive features of the bill. .

Mr. Gray. We do not know what the secretarial departmentaliza-
tion at the White House will result in eventually, but at the present
time, Senator Harrison, I can only surmise thet it will not speed u
the decisions of cases referred to the White House from the Tarig
Commission. )

The next thing we have for your consideration, not giving any more
attention to the flexible i))rovisnon, although there are soveral other
details here that could be called to your attention, is the Tariff
Commission.

The CuairRMAN. You may put them in the record.

Mr. Gray. If I may, in the brief; thank you.

The Tariff Commission. ‘That subject has been covered partially
in the colloquy that has just been had by members of the committee.
We want a nonpartisan body of soven men drawiry $12,000 salary
each per year, subject to a term of office of length suticient that when
a man has experience by work incident to his position, the people of
the United States can capitalize on that efficiency. In other words,
referring to that last pro‘position, we do not like the provision of the
House bill now lying before you which virtually legislates the com-
mission out of a lgob.

In the Farm Bureau we never have taken a position on any prop-
osition trying to legislate a member of a commission out of his
position. ~ We know, as I explained to Senator Bingham a while ago,
that tho President has complete control over all members of all com-
missions owing to a decision of the Supreme Court a couplo of years
ago; and I can not see, in view of that, why it is necessary now to
adopt the language of the Houso bill which virtually requires the
President to rebuild the Tariff Commission. We have men on that
commission*-and I am not speaking in a critical or in a commenda-
tory way——we have men on that commission whose experience might
be presumed to he valuable; and if there is going to be a change let
it be gradual, at the termination of office or otherwise at the Presi-
dent’s desire; but do not put it into the bill in such a way that he
practically has to rebuild it.

Senator SHORTRIDGE. Could ho not reappoint, under the bill as
framed, or continue on any incumboents?

. Mr. Grav. He could rotain, if he wanted to, any of the proesent
incumbents.
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That is all I have to say about the Tariff Commission.

Senator SiMamoNs. In what sense do you use the phrase that the
President has complete control of these commissions? Of course, he
appoints them to office and the Senate confirms the aplpointment;
but how does that give him complete control of them unless the act
specially gives him control, which I think probably this act would
do, with reference to the commission hereafter to be appointed?
As I understand it, he would have the power not only to appoint but
to remove at will, practically.

Mr. Gray. The ex;i‘ression or term ‘“‘complete control.”

Senator Simyons. That does not apply to any other commission
that I know of. Has he the power to remove arbitrarily 8 member
of the Interstate Commerce Commission or any other commission?
I would like you to explain what you mean when you say that the
President has control of all of these commissions. That is a very
broa}(ll term. Tt means probably their decision as well as their mem-
bership.

Mr. Gray. In using the term ‘“‘complete control” with reference
to the President’s power over a member of any commission at Wash-
ington, I am referring to the decision of the Supreme Court in what
1 ielieve is called the Myers case wherein it was contested relative
to the authority of the President to remove a Federal employee whom
the Scnate had confirmed, without stating the cause; and the Su-
preme Court determined that the President had the power to remove,
without stating the cause, a Federal appointee even though that
appointee to get his position had to be confirmed by the Senate. In
that way I am using the term ““complete control” relative to the fact
that the President, if he is displeased or becomes displeased with the
policy of any commissioner on any commission, can remove him and
appoint & successor, referring to the Senate, of course, the confirma-
tion of the successor named, but not asking the Senate's consent in
removi]ng the old commissioner, That is what I mean by complete

- control,

Senator SiMmons, You think that the power to remove carries
with it the power to control?

Mr. Gray. Yes; the power of removal in that way would carry
with it the power of control.

Senator Stmmons. This bill gives him the power to appoint, with the
consent of the Senate, and then the power to remove without the
consent of the Senate. You think that gives him complete contro!l
of the commission?

Mr. Gray, The bill does not give that; the decision of the Supreme
Court gives him that power.

Senator SiMmons, I am talking about the Tariff Commission.
He will have the power to appoint?

Mr. Gray. Yes.

Senator Stmmons. And the power to remove?

Mr. Gray. Yes.

Senator Simmons. And that, you think, gives him control of the
commission?

Mr. Gray. It gives him control of the policies of any commission
if he wants to exercise that control.

Senator Simmons. Is it your conclusion that by virtue of that
control he can control the decisions of the board?
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Mr. Gray. Yes and no. He can control the decisions if they
become so flagrant in his mind that he needs to rebuild the commis.
sion’s personnel in order to get the decisions he desires. Just gs
Congress, in the freight rate proposition that we were speaking of g
while ago, or in the tariff rates that we are speaking of now, if it finds
that the Interstate Commerce Commission, or the Tariff Commission
is flagrantly out of keeping, can control the commission by the
oxercise of congressional autilority, so the President can control g
commission in its decision by the power of removal and reappoint-
ment.

Senator Simmons, If your theory is correct, that would make those
boar‘lds merely the agents of the President in carrying out a policy
or plan,

Mr., Gray. I think it so to be at present; and I am not sure but
that they should be reflective of the administrative point of view,

Senator WaLsH. Do you favor the removal of the 50 per cent limita-
tion for the present?

Mr. Gray. I was going to refer to that, Senator Walsh, and now
I shall refer to it at your question. To make this truly flexible, we
think the 50 per cent limitation should be eliminated. If it requires
a 75 per cent adjustment up or down, make it. .

Senator SAckeTT. What would you say as to the free list?

5 Mr. Gray. Transfer either to or from the free list or the dutiable
ist.

We want this thing flexible, Senator Sackett, in the truest sense of

the word. You can see from my explanation that the membershi
of the Farm Bureau is pinning much of its future tariff hopes, in addi-
tion to what we get here in the revision, on our arguments before the
Tariff Commission. If we can not make our case there, we will not
get the decision our way, of course,

Senator Binguam. There would be quite a rush to get on the com- |

mis;ion if they were made up the way you wanted them, would there
not

Mr. Gray. How do you mean? .

Senator BinonAM. I mean, there would be & good many intorests
that would be particularly anxious to be represented on the commis-
sion,

Mr. Gray. That has always been so, so far as I know. .

Senator BingHam. That is one of the troubles with the commission
form of government, is it not?

Mr. Gray. That is a trouble with the commission form of govern-

ment. I do not know that you can remedy that condition, Senator §

Binghain, Ig statutory regulation,
Senator Co
places the Farm Bureau would ever get any of them, do you?
Mr. Gray. It never has asked for one.
Senator ConNaLLY. You say, though, that there would be a

scramble for those places, and you have your hopes of influencing the §

commission with your arguments, and so forth. You really do not
seriously think that they would put a farmer or a representative of
the Farm Bureau on the Tariff Commission, do you?
Mr. Gray. They mi%!\t.
Senator ConnNaLLy. Thoy might—that is true; they might.

NNALLY. You do not think that in the contest for thoso §
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- Mr. Gray. If the questions which the committee members want
to ask relative to the Tariff Commission and the flexible provisions
are finished, the next thing is the general approach to our colonics
or dependencies or protectorates.

What I shall say has no relation to Hawaii and Alaska, because
they are Territories and in the way of becoming States, are part of the
revenue system of our Government, participate in the Federal aid
that the Government is giving now for many enterprises, and so are
integral Earts Oof our consitutional Government. But when we
refer to the Philippines, Porto Rico, and other island possessions we
are on a different constitutional ground, so I am informed, which
will permit us to levy on the products of these so-called colonies the
same rates of duty in tariff matters which are applicable to the rest
of the world; and our position is that commodities coming to us from
the Philiﬁpines——and what I say relative to the Philippines applies
to Porto Rico as well—should bear the same rates of duty that prevail
in the bill applicable to the world.

Senator BiNauaM, When you use the word ‘““colonies,” do you
have in mind the attitude of Great Britain toward her colonies in 1775?

Mr. Gray. Somewhat of that historic significance attaches to our
use of the word “colonies.” Answering your question a little bit
more fully, the farmers in the United States for whom I speak partially
—others speak for other groups of agriculture—have come to believe
that a tanfl law adopted at the present time, even though the rates
may be high on farm crops, if adopted at tiie same time that an
ora of colonization is initiated or continued, means very little to
agriculture, .

Senator BrnaHAM. Do you consider Porto Rico to be a colony?

Mr. Gray. Yes.

Senator BingAM. Where does Porto Rico buy most of her food?

Mr. Gray. She raises most of it herself.

Senator Binanam. Where does she buy most of what she imports?

Mr. Gray. From the United States.

Scnator BingAM. Does that interest the farmers at all?

Mr. Gray. To a certain extent. She makes a good market for
a part of our commodities, of course.

Senator Binanam. What is the chief food of the ordinary citizen
of Porto Rico'in the interior, imgortcd or domestic-raised?

Mr. Gray. I imagine it would be flour. I am sure I do not know.

Senator BiNnanaM, How much flour do they raise in Porto Rico?

Mr. Gray. Very little—none.

Senator BinaHAM. None; and that is his chief food, you say?

Mr, Gray. Yes.

Senator BiNgHAM. And it comes from the United States?

Mr, Grav. Yes; to a certain extent.

s Sem‘z?tor BingaaM, He imports most of his food from the United
tates

Mr. Gray. And he exports almost wholly agricultural commodities
to the United States?

Senator Binamas, How much Porto Rican coffee do we use in the
United States?

Mr. Gray. We got most of our coffee from Brazil.

Senator BinaiaM. Yes; but thet is not the question I asked you.

Mz, Gray. I do not know. I can not give that figure.
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Senator Binaram. Porto Rico’s principal agricultural crop is

coffes, Where does she send most of it? You say to the United.

States?

Mr. Gray. I can not give you that figure. I do not know. We are
interested in the Porto Rican situation very largely on the sugar basis,

Senator BingHAM. As a matter of fact, she sells most of her coffes
to Europe, to Spain and France. .

Mr. Gray. I was not informed about that. We are not interested
in the exports of coffee so much, because they are not directly or
even indirectly competitive with what we Taise.

Senator BinoraM. But you are interested in the food that is ex-
ported from here to Porto Rico?

Mr. Gray. We are; and the question in that regard might be, would
not Porto Rico, if established on her own economic foundation 10
years from now, be happier if our rates of duty were applied to her
commodities, so that she will be constrained to develop her markets
elsewhere than exclusively in the United States?

Senator BingHaM, I see. Following out your former reference
to the colonies of Great Britain, you are advocating independence
for Porto Rico and the Philippines so that they may be on an abso-
lutely independent economic basis, and not bother us in the tariff law?

Mr. Gray. That would be preferable to the present condition.

Senator BingHaM. Then you are for Porto Rican independence?

Mr. Gray. We have no official position on that subject.

S;nator BingHaM. Do you not think it would be wise if you took
one

Mr. Gray. I think this, Senator—that if this Congress, now
writing a tariff bill, does not give different treatment to Philippine
%roducts than that which was given in_the act of 1922, wherein

ongress declared its absolute right to levy rates of duty against
Phihpﬂine products and then excluded them all from the imposition
of such duties, this winter, when many farm organizations get to-
gether in their own annual meotings, there will be a sort of a flood
of resolutions in favor of Philigpine independence.

Senator BArkLEY. Not based upon principle, but upon economics?

Mr. Gravy, Upon economics, Stating it briefly, if Congress
does not settle this question of tariffs on crops from our colonies,
whether those crops be directly .or indirectly competitive to us, the
farm organizations in self-defense, and in order to get the benefits
from tariffs which we can not get much benefit from when stuff
comes in duty-free from colonies, will this winter be required to
advocate independence.

Senator BingHaM. In other words, you would haul down the flag
in Porto Rico and the Philippines rather than continue relations with
them under the flag?

Mr. Gray. It is not a question of hauling down the flag. .

Senator Bineitam. How are they going to get independence if we
do not haul down the flag?

Mr. Gray, Itis & question of preserving the economic independence
of the American farmer. ) .

Senator Binenam. How are they going to get independence if we
do not haul down the ﬂi;g?

Senator SHORTRIDGE. That is merely a play upon words.
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Mr. Gray. We will retire from those countries as the governing
‘body, not immediately but in time, so that they can take over their
own authority as a full-fledged imfependent nation. This does not
mean that this independence is going to transpire next year or next
month. It may, as President Roosevelt said 25 years ago, take a
generation to accomplish that. A generation has elapsed since he
said that, and still the Philippines are not independent. It may teke
another generation to get them on their feet, where they can stand
independently as a recognized nation of the world; but in the mean-
time are we going along coddling them, if I may use that expression,
letting them have a preferential market in this Nation of ours, so
thet whon they do want independence the economic severance will
be so severe that they will not dare take the political one? In other
words, are we going to give them our markets and not encourage them
to develop markets all over the world, so that economically they will
be denied the privilege of ever being ﬁolitically independent?

Senator Epge. That is about all that we have given them up to
date, is it not—a little chance to do business with us?

Mr. Gray. A little chance to do business with us?

Senator SHorTriDGB, We have given them a great deal more
than that.

Senator SimMons. Mr, Gray, you want us to apply to the Philip-
pines the same duties that we apply to all countries?

Mr. Gray. Yes.

Senator Simmons. With a view to restricting the importations to
this country from the Philiﬁpines?

Mr. Gray. Partially with that view, and partially, as I have just
explained, so that they will develop other markets, and make it
possible for them to sccure political independence at some future date.

Senator Simmons. Do you not know that whenever they stop
buKing from us we will be rather disposed to get rid of them?

Mr, Gray., That will hasten the development,

Senator Simmons. If we stop them from selling to us, we may
stop them from buying from us; and I just want to ask you if you
do not think, if we stop them from buying from us, we will want to
get rid of them pretty soon?

Mr. Gray. Perhaps, Senator Simmons——

Scnator Simmons. Is not that practically the only reason why we
are keeping them?

Mr. Gray. I was going to say that perhaps the most forceful
reason why we find an advocacy in our Nation for retaimnf the
Philippines is that they make a good market for industrial products.
Porhaps that is the most potent reason for retaining them—that
they make an industrial market. .

Senator Smmmons. Mr. Gray is admitting, as I understand him,
that the most potent reason why we »etain them is because they
buy from us, and yet he wants to put them in a position where they
prqlénbly may not be able to sell to us because of our prohibitive
tariff.

Senator SHorTRIDGE. They can buy anywhere to-day.

Senator Simmons. Of course they can buy anywhere; but when
thley fst,lop buying from us we shall he very apt to feel fike gotting
rid of them.

03310—20-—vo1, 17, SPECIAL——2
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Senator SHORTRIDGE. Senator Simmeons, you are familiar with
the dispatches that passed botween President McKinley and our.
commissioners in Paris when they were negotiating the Treaty of
Paris with Spain,

Senator SiMmons. My memory is not as good as yours,

Senator SHORTRIDGE. I am sure you know that President McKinley
and our commissioners never agreed to that treaty, taking over
jurisdiction of the Philippines, because of purely commercial reasons,
or in order that we might sell to them or they sell to us. Thero were
other great questions discussed and reasons §iven for entering into
that treaty, quite apart from the commercial considerations.

Senator Simmons. Do you not think those are the only reasons
we are holding them for now, after 30 years?

Senator SHORTRIDGE. I do not. I do not think that commerce is
the reason.

Senator SiMmons. Well, I disagree with you about that; and that
is th end of that controversy.

Senator Reep. Mr. Gray, do you class Porto Rico as in ail respects
on the same footing as the Phil}lp ines in this matter?

Mr. Gray. No. There are differences betwoen. the logal or consti-
tutional status of Porto Rico and the Philippines.

Senator Reep. And under this bill there is a vast difforence.

Mr. Gray. Yes.

Senator REep. This bill puts a duty on imKorts into Porto Rico.
It does not put any duty on imports into the Philippines,

Mr. Gray. I know.

Senator REep. Porto Rico is part of the United States as much as
one of the 48 States is; and it is our duty to legislate for the benefit
of the farmers of Porto Rico just as much as it is for the benefit of the
farmeors of Hawaii or Florida or Virginia.

The Cuairman. I disagree with you, Senator, that Porto Rico has
exactly tho same status as one of the States of the Union.

Senator Reep. I did not say that. If I had, there would be more
ground for disagreement.

Mr. Gray. May I disagree kindly with Senator Reed, too? Itis
not even on the status of a territory.

Senator Reep. It is part of the United States, and the Porto
Ricans are American citizens, and as such they are entitled to our
consideration like other American citizens.

Mr. Gray. These things that I am reforring to we may be in error
about, because it is possible for anybody to be in error until some
final judicial body passes upon them; but the Tariff Commission, and
if I am not mistaken, the Custoins Court, have decided that for tarift
matters Porto Rico is not a part of the United States, and that in
revenue mattors Porto Rico is not a part of the United States.

The CuairMAN. Did not the Attorney General make a decision to
that effect?

Mr. Gray. I could have cited the Attorney General as well,

Senator Reep. The fact remains that this tariff bill applies to
imports into Porto Rico.

Mr. Gray. That is true.

Senator Rrep. That the Porto Ricans are American citizens, and,
being American citizens, are as much entitled to our consideration as
any other American citizens,
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Mr. Gray. Well, that is & point of view, of course.

Senator REED. Your point of view is the contrary, is it?

Senator Bingam. What is the difference between an American
citizen who happens to live in Porto, Rico and one who happens to
live in Connecticut? =~

Mr. Gray. In political rights, no difference at all, if he is an Ameri-
can citizen,

Senator Binaram. They are American citizens.

Mr. Gray. Not for revenue matters and for tariff matters, accord-
ing to the decisions which I have given to_you, which decisions, I
confess, may be overcome by a superior decision of the Supreme
Court or of the Congress itself. :

Senator BinauaM. But what right have we to take away from the
American citizens in Porto Rico any privileges that they now enjoy?
Mr. Gray. I am not sceking to take them away; but { am denyin,
that according to the decisions we have down to date on revenue ang
tariff matters & Porto Rican is an American citizen, or that the Porto
Rican Government is a part of the Federal Government. I say that
in revenue matters and in tariff matters the Porto Rican Government

is not & part of the Federal Government.

Senator Binanam. Any more than Massachusetts or Virginia was a
pert of the British Government in 1770?

Mr. Gray. Well, perhaps not as much as they were a part of the
British Government at that time. They were taxed without repre-
sentation; but the revenue system of the island of Porto Rico is not
a part of the rovenue system of the Federal Government. The
revenue system of the Philippine Islands is not a part of the revenue
system of the Federal Government. When you get to Hawaii and
Alaska, you are on an entirely different foundation.

The Cuban reciprocity treaty comes in this sort of a consideration.
I do not know what this committce or what this Congress can do about
it. Itisaseparate instrumentality of Congross in the way of a treaty;
but what I have said rolative to letting crops and commodities come
in duty-free, or at preferential rates, applios also to Cuba. Tobacco
and sugar como in from Cuba of an agricultural 