
Give to AgEcon Search

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search.

Help ensure our sustainability.

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their 
employer(s) is intended or implied.

https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/


Historic, archived document

Do not assume content reflects current

scientific knowledge, policies, or practices.



i

1
\



Publication Extracts Vhich present piversified Vie?.points

On The fuestion

PO EAPMERS '"ANT HTPH '[''ARIPES OF '^APN -RO^TC^S? 0^“ STRIAL "PiO^iJCTS?

Contents

G-eneral Survey Of Tbe "^^riff .‘^tuation Pagp
Report Of Sconcnic Ccriimission 1

International '~'r'ade;

How Tariff Effects poiTxestic Supoly And Price
Carver 5

7

9

9

Can Fanners And City Men 30':b Prosper? T^ IvT.

^dn^nlstrati\^e Jieasui^s ’:^pp_lenented

The Theory Of International "^r''de iLnd Recent Developments;
Cryan Chand _____

We Ought Close Trade i^ates " '

'

Hit The Reciprocal' Tariff Now; J. E. Pickett
^onH Farmers Have A Tariff?

The Farm Business; Roman L. Horne
Reasoning For And Against Low ';rarif:^

Internationalism Vs . Nationalism; Schuyler C- 'allacp
I^t^es Should Be Applied Equalize Prices

Agriculture And Its "'’uture
; L, P. Dickinson H

For Handling ^aniff I^vision
International Economxic Relations; Report, Economic Commission- 12

A P^Qpo soh Method "^or Making "^ariff Rates
Agricultural Reform In The United States; 1 D Flack 15

^ad^ ^strictions _Arj.d The Depression
International Trade; Hon. Cordell Hull 15

Farme_r_^ Are Opposed "^o Protection As A National Ileli_Qy

A Dirt Farmer Speaks His Tpind;. "illiami Gordon Stuart 18

Benefit American Agriculture
America Must Choose; ilenry A. ''hllace 19

"^^riff Agriculture Of ""air Values
Equality Ycr Ipcriculture

;
Seo - N. ppek and Hugh S'- Pohnson 5^0

Farmer Ps ^est Interest Lies In Free Trade
The Farm Problem; Gesrge J. Schulz 22

Liberal Trade rol_icy ^- ouM Reduce Cmop
Vanishing Farm Markets And Our ’ orld '"'rade; T. V/. Schultz 23

The Farmer, Not The Industrialist, Benefits B?" The Tariff
;ndustry Pay For Farm Exports?; The Sphere 24Must

Tariff R_efojm Is Need ed
Fx^rmers Tc.ckle Tlie Tariff; Wallace's Faimisr 25

Tariff Should Be Ea^d On CHst Of PrQ_duction

Scrap Reciprocal Tariff A,..d Policy: T. C T'^cker 2^
~Hat 0_£ A Home Market Does The ^£lff The Far;^er?

Agricultural ;^ergenoy 1-va; T. " a-iultz 27



-1 -

GeneraJL Of Th_e^ Situation; Report Of Coininission

Of I..quiry I.*to N:^tion£T policy Ii-. liiternetional Economic Relations.
Members: Robert PR Hutchins, U^-^iversity of Chicago; william Tndor
Ciardiner, I...corporate! Investors, Boston; Carl L. hlsberg, Stanford
University; Isaiah Bov,man, New Y^rk N..t’l. Research Council; Cruy

Stanton Ford, University of IvUnnesota; Beardsley Ruml, R H. PRcy Co.;
Alfred H. Stone, Mississippi Tc..-X Coram.ission.

"Despite the European trend toward self-sufficiency in food-
stuffs, the United States should, nevertheless, exert every effort
to break down the high tariff end other trade and quantitative re-

strictions erected against American agricultural products. If these
foreign markets cannot be largely restored by a nev; national policy
in international economic relations, agriculture may be forced to

accept continued regimentation or voluntary curtailment involving
the withdrawal of millions of acres of land from productive use and

the wholesale resettlement of rural populations.
V

"Obviously we can make no headway in this direction unless we
offer something in return. These concessions v/ill cost us som.e dis-
location in. certain inefficient industries now unduly protected; but
as a nation vie shall get not only a quid pro quo, but, wbiat is enorm-
ously more important, a better equilibrium and balance in the inter-
national situation, under v.Rich each nation can obtain a more secure
domestic prosperity. The general balance thus arrived at would be
infinitely more imoortant than the benefits derived from any special
trading of concessions.

"This raises at once the question of the recently enacted
power granted to the President, vdth the advice of the various appro-
priate agencies of the government, to negotiate reciprocal trade agree-
ments with foreign countries. The President should be given this
power, not only in the temporary emergency, as in the act of June 12,

1934, but permanently. These pov/ers should be used for the broad pur-
pose of liberalizing commercial policy throughout the world.

"In the negotiation of reciprocal trade agreements, the aim
of special advantage should be subordinated to the larger purpose of
broadening the channels of v/orld trade. This is, the position which
has repeatedly been taken by Secretary Hull. One must remain appre-
hensive of the principle of bilateral trade agreements unless this
larger end is constantly and firmly held in mind. Unless the con-
cessions made are generalized to all countries, such agreements often
tend to engender international friction, which is likely to lead to

counter tariff reprisals. PreT’erent ial agreements are likely to dis-
turb established currents of international trade. A market gained
in one place may likely— in the case of standardized commodities
traded on exchanges, certainly--be lost elsewhere. Such agreements
too often fo^pter imports from countries not best adapted to the pro-
duction of the commodity in question. Moreover, such arrangements
frequentl^^ endanger the vast volume of triangular world trade. These
objections can only be overcome when all concessions are freely gen-
eralized under the unconditional most-.favored-nation treatmient.



’’Under existing conditions it is plain that progress in com-

mercial policy can be mode only through reciprocal trade arrangements.
These agreements are now made generally under administrative or exec-

utive authority either perms.nently
,
without legislative approval, or

temporarily, until legislative approval, more or less perfunctory, is

secured. Under conditions now prevailing in the world it appears to

be quite impossible for the United States to protect its legitimate
interests in foreign trade and to improve its international economic
relations without making, as rapidly as possible, trade agreements
with foreign countries. These agreements should be carefully prepared
with intimate knowledge of the trade position of each commodity in-
volved, of the flow of commodities betp/een the United States and the

country in question, end also between each of these countries and all
other important countries. Only in this way can all the ramifications
and possible disturbing effects of the proposed agreements be ade-
quately appraised,- and pitfalls and dangers thereby avoided.

’’Since in general (in view of the creditor position of the
,

United States, and in view of the collapse of the foreign market of

our leading export industries) the imports of the United States, in

relation to exports, are unduly low, it should be the special concern
of the American authorities to hunt out things which can be imported
and marketed without too serious disturbance to our established in-

dustries. The new trade agreements act affords an opportunity for the
Tariff Commission to abandon altogether its studies of cost of produc-
tion at home and abroad--a task based on a wholly fallacious theory of

tariff mpking--and devote its attention to intensive studies of suit-
able imports into the United States.

”It is, for example, quite possible through a seasonal adjustment
of the tariff on perishable products to admit a considerable volume of

imports from countries which at first thought appear to present insur-
mountable difficulties. Through seasonal tariff arrangements, our con-
sumers may obtain products which in our off-season they v/ould otherwise
have to go without or for which they v;ould have to pay exorbitant prices
yet the importation would injure domestic producers little if at all. If

the imports threaten to be dangerously large, a limited quantity might
be admitted free, or under a low* tariff, vrhile any importation above
this amount might be made subject to an almost prohibitive duty. A care
ful study of commodities that might be admitted by the lowering or com-
plete removal of the tariff in our off-season is merely an illustration
of what might be accomplished if import possibilities were thoroughly
explored through continuous and intensive research.

’’While recognizing the necessity and utility of bilateral trade
agreements, under existing conditio-ns, the possibility of multilateral
agreements between three or more countries should be thoroughly ex-
plored. Such an agreement should leave the door open for the admission
of other countries on equrwl .terms.

’’Were a unilateral tariff reduction under considerr tion cer-
tain general formulas could appropriately be applied. A tariff

-

bargaining program involves, however, greater complexities. Yet
even in this case if’^is useful to hold cortain gener-'^l formulas in
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mind. Included among these ore the follo?dng: first, a reduction
of rates on commodities the imports of mhich do not equal 5 per cent

of the domestic production; and second, reduction of rates on all
specialty manufactures and handicraft products, thcct is, dutiable
articles more or less non-comipetet ive and Vvuth respect to v^hich

foreign countries possess a marked advantage in production. "
’

V,"

"In a carefully prepared report of the Tariff Commission on
’Economic Analysis Of Foreign Trade In Relation To The Tariff^
(Senate Document 180, 72 Congress, 2 session) 940 items, covering
112 pages, are listed of which the imports represent less than

5 per cent of domestic production; .nd 360 items rre given listing
commodities ?/hich are essentially non-competitive in ch- racter and in

which foreign countries possess an advantage.

"No industry would be threatened seriously by an importation
equ^'l to 5 per cent of domestic consumption. Indeed, consumers cer-
tainly, and producers quite probably, vail gain thereby--the former
in variety r'nd quality of products available, and the latter by the
stimulus to efficiency and alertness to the requirements of consumer
demand which a measure of foreign competition affords. Moreover, a

Iv rge increase in the importation of the articles of specialty manu-
f'cture end highly skilled labor benefits not only our consumers but
also agriculture and our m'^^ss production industries, which need
I'-rger outlets in foreign markets.

^

"It has been suggested tlm't r system of bounties or subsidies
might be substituted for the tariff. One great -'^dvant^'^ge of the sub-
sidy system is that it definitely’- focuses attention unon the public
contributions made. At •' time when ^.griculture is demanding and ob-
taining subsidies, it is imnortant to see cle''"rly th'^t subsidies end
tariffs are, fromi the standpoint of the public burden imposed, essen-
tially similar, "^here has been much loose talk by politicians of
making the tariff effective for aigriculture . At last the farmers he ve
found the only device by "^'hich- this can, in effect, be in some measure
accomplished: thft devace is the subsidy. If industrial tariffs are
not lov/ered, there is the greatest danger th^'t we shall be loaded with
the double burden—industrial tariffs and a.griGulturrl subsidies.

"Looking to the future, it is of the utmost importance that
n' tions come to a realization that the tariff can no longer be regard-
ed as a purely national issue. The depression should by now he' ve

taught us th'' t the world has become highly interdependent, tha.t

country h" s become extremely sensitive to disturbing influences from

abroad, and th‘ t the repercussions from the imposition of serious

obstacles to international trade endanger v:orld equilibriuia a.nd in

turn the intern''! economic stability of the offending country itself.

From this it follows that there ought to be nn intern- tional

ment to the effect that no nation may tamper with its tariff v,it.-Out

internetionra consultrtion fnd negotirtion. Deliber; tely to disrupt

established chrnnels of tr'de ought to be nade, by intern ion.,

agreement, an act of bad faith."
EconoFiic Commission
"International Economic Relations ’

(Reprints obtainable)

University of Minnesota press 1934.
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Teriff Is No Longer A Domest ic Issue :

H^n. Cordell Hull

"In his messnge of M-rrch 3, 1921, returning the so-called

emergency tariff bill to Congress rithout his approv'l, president
"nlson pointed out th-'t the Hnited States had become a creditor
nation and that Europe y’c.s in debt to it both govcrnmentally and

commercically , He noted that these debts could be paid only by the
ost-'blishment of privc-.te credits, by the transfer of gold, or hj the

deliverj^ of commodities, ^ho first method w- s not possible, he s-md;

the second v.c.s also not possible, but even if it were, vould prove
embarrassing to us; and that left only the third nay. President
'^hlson then continued:

"’If Tie v.lsh to h^ve Europe settle her debts governmental a-.nd

coirimerci 1 ,
ve must be prep- red to buy from her, "nd if v.e vish to

assist Europe end ourselves by the export either of food or rav mater-
ials or finished products, v:e must be prep-'rod to ivelcome commodities
vhich we need r nd v;hich Europe vrill be prap- red, with no little pain,
to send us.

"’Clearly this is no time for the erection here of high trade
b-rriers. It would strike ^ blow -t the Ir rge and successful efforts
\ahich hr ve been made by mr.ny of our gre''t industries to place themselves
on an export basis. It would stand in the v:ay of the normal readjust-
ment of business conditions throughout tho vrorld, v.hich is as vit"-!

to the welfare of this country as to tho rrorld, and it cr n discha rge
this duty by widening, not contracting, its world markets.’

"Tiiis warning of President ^'llson, which in the light of sub-

sequent events im y be c^'^lled a prophecy, "'s not hc-c-ded. To the folly
of the emergenej^ tariff was dded the Fordney-Mc Cumber tariff, with its
then unprecedentedly high rates. But though w;e thus discouraged im*por-

t^tions, we still insisted on k eping up our exports, Then w;o found
other countries unable to buy because their goods wore refused even to

the extent th- 1 ^-ould have been highly profit^'blc to us - nd they had
no cash or could arrr-nge no credit, wo provided them with both to the
extent of billions of dollars. These lo-'ns

,
largely improvident, bore

little or no relation to sound foreign loans "n-d investments which
are justifir-ble as : general policy. For six or seven yerrs, are played
this merry gajne of booming business by both selling on credit and buy-
ing from ourselves. The show looked so good to those who never thought
to peep behind the scenes or to ex;^min- tho fragile supports of the
stage th^t they determined to continue the engagement. The Hs:.'.>le3^-

Smoot Act of 1930 lifted the t-'riff rates still higher into the realm
of fantasy. About th-t time., we decided ire 'would like to h- vo some of
the money w/hich we h-- d lent foreigners to buy our goods paid back. Then
to our amazement, w.'o found much of this could not immediately be p'-'id,

and prob-ably never would be. So grer t deal of our glittering volume
of exports became simply " piwrsent of several billion doll.^rs vrorth of

commodities to other peoples.
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"Huv: many tines many of you, in looking oack over these last

years, must ' h- ve regretted that this country failed to sense and seize

the great opportunity^ that vas offered to it just after the hi r I

there any intelligent, unprejudiced student of events aho does not now
realize the soundness of Prv^sidont Wilson’ » warning given thirteen years
ago?

"The appalling repercussions of the 1930 Tariff Act upon our own
domestic prosperity brings home the lesson .that in this day and age
the tariff is no longer a purely domestic issue. We learned that a

prohibitive protective tariff is a gun that recoils upon ourselves.

The time was when we could fix the tariff to suit ourselves vjithout

serious injury to our exports, then consisting largely of raw mater-
ials of which we were the chief source of supply. That day is gone.

We nowr face vigorous world competition in both our = gricultural and
our industrial products. Slamming the door shut against foreign
products, YJe have found the door shut against our own products. Other
countries were forced to raise their tariffs as a means of protection
in retaliation for our ov:n exclusive attitude. At last, with most
countries frantically building barriers of tariffs, quotas, imoort
licenses, and exchange restrictions against their neighbors, inter-
national trade has been choked down to a fraction of wh^-t it v;as. With
a cessation of our foreign lending, we h'-ve found that we cannot con-
tinue to export without importing goods. The blocked balances which
our exporters are now facing in v'-mious parts of the w^orld '•.re the
conclusive proof that exports cannot continue indefinitely without an
exp"=nsion of imports. Foreign countries do not h ve the purchasing
poamm Y;ith which to pry for our goods, ^hey^ c-nnot borrow^ indefinite-
ly. They cannot send us any appreciable ''dditiona.l quantity of gold.

We have reached the end of the road. The frail stage of our play-
acting has collapsed and our dream world dissolved,"

"International Trade"
By Honorable Cordell Hull
Address - World ''^rade Dinner - Nov. 1, 1934
Vital Speeches -- November 19, 1934.

Hov/ Tariff Effects Domi^s_t_ic Supply .^id ?r^c_e

T. N. Carver

"professor Dodd continues his argument 'with the statement that
’when he (the farmer) buys his suoplios he must way prices m-'intained
at high levels by governmentf'.l '-id. ’

.

"That is sometimes true and sometimes not. A sweeping statc^mc-nt

of th"’t kind is presum*' bly bmsed on the th.::ory th- 1 a protective tariff
is always added to the domestic prico of the protected -rticle. That
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assumption is contrar;/' to fact as 'iioll as theory. The domestic price
of any commodity is determined by the relation between the supply of,

and the demand for, that commodity. We may .assume that the domestic
demand for a commodity is not affected by a tariff on its importation.
Hov; then does the ta.riff affect the domestic supply?

Summi ng up the_ si tuation

"The undoubted effect of a tariff is generally to reduce the

quantity imported, but th-t does not tell the uhole story. If the

quantity produced at home should increase as the result of the tariff,
that at least partially offsets the diminution in the quantity import-
ed. Without going into a statistical study of this problem, the follovv

ing remarks probably cover the case.

"First, if the coriimodity is not produced at all at home, there
will be nothing to offset the diminution in the quantit^^ imported. In
this case, the tariff reduces the supply on the home market and the
price will naturally rise.

"Second, if, as the result of the tariff, the domestic industry
is so stimulrted as to increase the domestic production in exact proper
tion as the importation is diminished, the total supply on the home
ma.rket will not be ch'-'nged ^-nd the price will not rise all.

"Third, if the home production should increase less than enough
to offset the diminution in the quantity imported, there will be some
decrease in the supply on the hom.e market ^'iid the price will rise
somewhat, but not to the full extent of the tariff duty.

"Fourth, in case domestic production should be so stimulated as
to more than offset the diminution in th^- quantity imported, there will
be an increase in the supply and the price will fall.

It may work both a:ays

"It is a r'^ther imive assumption that a tariff duty must always
be shifted forward on to the home consumer r-- ther than backward on to
the foreign producer. Under the theory of probrbilities

,
unless there

is some positive reason for thinking othervriss, the chcnces - re just
as gre^-'-t in fave>r of shifting b^clw.ward as of shifting forv.-^rd.

"The question really himges on the ce/nditions under which the
domestic product is produced. Sometimes I'^rge-sc-' le production is
cheaper than small-scale production, iphon the domestic industry is
permitted to expand, it nay actua.lly Ic’-’or its cost of production. The
only question is Mlill the consumers get the beviefit?'

"That depends upon whether there is enough competition among
domestic producers to force them to reduce their prices in proportion
as they reduce their costs. In some cases ‘t leist, this occurs. Some
things the fccrmer h^ s to buy cost him no mor., tha-n he Wvould have to
pay if there were no tariff duty. F- rm machinc;r3'' and automobiles are
examples

.
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"Whether, on the whole, the f-*^rinor gains more than he loses

under our s^/sten of protection is a debcatable question. I do not

think anyone, so far, has enough inforn*".tion to be able to answer
that question categorically one way or the other. The probabilities

are th^t some farmers gain more than they lose and others lose more
than' they gain from our protective system. 'Se^/ond that, no one

who vreighs his words is likely to go."

’Can Farmers and City Men Both
Prosper?*’

T. N. Carver
Nation’s Business
March 1931
(Selection made by Staff.

)

Administrative Measures Have Supplemented Tariff
;

Gyan Chand

"The dwindling of the volume and v^-luo of int ern-' tionr 1 trade is

undoubtedly, at least in part, the result of the rise of tariffs and

various raeasures v;'hich have been taken by Governments either to safe-

guard the economic position of their people or promote policies dic-

tated by the dominant political creed or exigencies of thuir political
situation. It is vfeTl-kn'uan that in recent years the measures of

administr-'tivc control h^ve pl^aycd a much more important role in the
regulation of trade than tariff changes, frequent and important as the
latter h'-ve been, -nd t-'ken together constitute a much more serious
impediment to the unhanperLd flor- of international cnnjmerco than tariff
changes. These administrative measures bear an their f-^ce the stress
under which they have been ccmceived ''•nd put into force, and can,
therefore, be regarded as emergency devices which rapid changes of
prices, onset of the world depression, abandonment v^f the gold stand-
ard and, co'.nsequent currency WT.rfare and hostile fiscal policies of
"thcr countries have forced upon the s-oroly harassed governments of
all countries.

"The administr-^.tive moasur;.3 referred t.) above have taken the
form of quamtitative restrictions on imoorts and, in a few cases, on
ex'oorts. The methods by which this end has been achiev-ed have varied
from country to country, but prohibiting or licensing of imports,
fixing of quotas for different countries, exch' ngo c-antrol and b- rter
^nd clearing ogreemonts by wTiich balance of bil'“toral trade is secured,
are measures of administ ra:tive protect! misn which have generally been
adopted."

"The Theory of Intermation^.l Trade and Recent Dovulopments",

By Gyan Ch-and, prof, of Scon., Patna UniVorsity
Indian Journa-l of Economics - April 1935.
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Wo Ought To Close Tre.de G-otes

:

T. E. Pickett

"One of the evils of the reciprocal tariff idea is that it

arouses hopes of a lean penny to be found in sone foreign market v/hile

v^e lose a fat dollar in the home market.

"It glosses over the_ fret th-'.t Y/e are already the greatest
free trade country in the vrarld, and so sends us on a vild goose trade
adventure vhere the only possible thing, the farm.er can hope to get is

more disadvantage. ***** Instead of locking for soraething else to
give avray, we ought to be closing some of our trade gates.’'

"Hit the Reciprocal Tariff Noy7."

T. E- Pickett
Pacific Ruro.l Press
iVEy 25, 1935.



Don’t Farmers Hs-ve A Tariff'*^

''If our manufacturers of hats and v/oAches can get a tariff

to keep out foreign competition, then ?/hy can’t the farmers do

the same thing?

"The farmers did ask for a tariff' o.nd the^i" got it. But

it didn't help them mu'ch, A tariff does not protect unless it

keeps out goods tho.t would othenvise come in. Tariff or no tariff

our farme'rs have little competition from abroeml except upon a few
staples like sugar, wool and flaxseed, and specialties such as

lemons and v\ralnuts . Vie consume , very little foreign eggs, butter,

beef, pork or flour. Tariffs on these great .staples cannot help
American' far-mers , Neither can tariffs cio o.nything to rciise the
prices of lard, cotton, tobacco, apples, condensed milk and many
more farm products that are exported to foreign markets. They
s'ell at world prices wlich cannot be raised by c.n American tariff,"

The Farm Business
Roman
Univ •

1935

L. Horne
of Chico.go Press

Reasoning For And Against Lov\,'‘ Tariffs: S. C. Y/allace

"The chief item on the
tariff reduction, --reciprocal
percent, as the exigencies of

agenda of the old line Democrats is

to.riff reductions of 5, 10 or 20

international bargaining may dictate.

"This in their opinion would accomplish tv/o things: First,
it would introduce an element of competition into many aspects of
American industry which, for a long time, has been lacking because,
despite the anti-trust laws, large sections of iimorican industry
have been semi-monopolistic in orgo.nization , Second, this European
competition Vsfould force a lowering of prices on the part of the
industrialist to a point more nearly commensuri.tc with the level o.t

which a.gricultural commodities are now selling. In other vrords

both agriculture and industry would be selling in a world market at
a vrorld price. No longci ivould the feirmcr be forced to sell in a
free trade market but buy in a protected one.

"Sucli a policy, its proponents admit, would undoubtedly cause
considerable temiporary hardship. It might indeed throw many indus-
tries into bankruptcy, a.nd force a reorganization of their capito.l
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strucbur© • lis would.^ ii©'v’6r‘'fc]i6l6ss
,

©©“bs-Olish "th© "bg^^sis xof b. r©3.1

and lasting r©cov©ry, Th© in©r© fall in industrial iDrices Trould

©nabl© th© American farmer even with his present cash income to

order larger and'larger consigniaents of goods. This policy would,

they add, facilitate the exchange of goods throughout the entire

world.

‘
I

')
>

"Likev/ise, it would consequently restore once again an era

of • business activity. This era of business activity vrould, in

and of itself, do much to increase the demand for farm produce both

at home and abroad with a larger o.nd larger cash income for the

farmer. With an increasing demand, agricultural prices would
once again begin to rise and the equilibrium between the agricultural

and industrial portions of Americe. be a:;ain restored. More than that

it would restore once again world prosperity, without v/hich, in the

opinion of the internationalists, national prosperity is exceedingly
questionable if not impossible.

’’To the nationalist this line of reasoning with regard to

our agricultural difficulties is by no means convincing. TVro

problems remain unsolved by it: First, the problem of over-
production; second, the problem created by the tremendous burden of

debt under Y,rhich the farmer is laboring,

’’As the nationalists see it, the internationalists assume
that the lov\rering of tariff barriers v^^ould create a deirand for
agricultural produce of such a chart.cter as to a.bsorb not alone the
output of the American farmer, but of the entire vrorld. This
assumption, the nationalists believe, simply fails to take into
consideration the potentially expounding character of farm production.
As they see it, if agriculture is left to itself in the future as it

has been in the past, the development of still more effective farm
machinery, a wider o.nci wider use of scientific methods of agri-
culture, and a bringing of a larger and still lar(^;er portion of the
earth’ s surface into cultivation vvrill once a. gain, o.nd very shortly,
re-create the very situation which has contributed so largely to

the. present debacle. And, if t' is analysis is correct, agricultural
prices, although they may rise for' a fevi months or a year, will once
again start spirsuling dovmward, lea.ving the farmer with just exactly
as hev.Yj a burden of debt in relation to his income as he has today.
In other woras, from the point of vieiu of the nationalists., inter-
nationalism SE.ves nothing,

"One sho^ild perhaps call attention to the fact that there are
"two wings of the nationalist group: First, the ultra-nationalists
who desire the development of some de.yec of planned economy--of a

concert of interests within America--without any reference whatsoever,
save where necessity compels, to the international community.
Second, the intra-nationalists, y/ho believe that the fundamental
problem is the development of a balanced economy y^ithin our own
borders, but who concede not only the necessity but the desirability
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of working out through a series of trade agreements v/ith other nations

something approximating a world concert of interests--a world

e conomy

.

"To the nationalists, of wrichever v/ing, the first step in

the atto. ck upon the problem of agriculture is the curtailment of

agricultural production* Only thus, they believe, v/ill it be

possible to raise agricultural prices to a level at which the farming

community will receive its due share of the national income,

"A number of questions inevitably arise,

"First, is this nationalistic policy fundamentally so’uid? Can

we starve ourselves into prosperity?

"Second, is this program administratively effective? Yfill it

be possible to reduce crop production through the machinery thus set

up or will individual acquisitiveness find a way to obtain both the

subsidy and surplus crops?

"Third, if the program is administratively possible, hov\,'’ many
agricultural laborers will shortly find themselves on the relief
rolls, discharged because the reduction in acreage has made it

possible for the ovnier to get along v/ithout them?"

"internationalism Vs, Nationalism"
By Schuyler C. Wallace
Teday -- December 9, 1933

Duties Should Be Applied To Equalize Prices; L. J# Dickinson

"Yet attack on the export problem m.ust begin with correction *

of the disparity in prices which in recent years has existed between
American and European markets. There is only one logical point at
which this correction can take place; that is o.t the customs boundary, »

The whole ilmerican tariff system is based, not on revenues so pro-
duced, but on protecting what we have called the American standard
of living. This includes the farmer and his domestic market quite as

much as the industrial vforker. No tariff can be a fair tariff v/hich

does not recognize this joint partnership of industry and
agriculture

•

£
"Now there can be no question of dislocating government

finance if the duties collected on foreign imports should bo applied



toward equalizing these foreign L.nd domestic price differentials.

This is a logical step in working out a bc.la.nced national economy.

Instead of the cost of agricultural readjustment being borno by

domestic industry^ it is transferred wrhere it rightly belongs_, to

foreign goods and commodities v/hich compote in the hjTierican

mo.rket. The burden now carried by consumers is lifted and domestic
miarkots are freed of present restricting influences. This in

itself constitutes an important advance over the weaknesses inherent
in the present benefit plan. Those, as I have pointed out pre-

viously, tend to aggravate rather than to correct present
maladjustments, * ^ *

"Instead of negotiating, as a.t present, bilo.toral agreements,
which have proven largely bo.ri'en of results bocause each side seeks
to make miinimum sacrifices, there is created an incentive tov/ard

cooperation v^rhich practically o.ssuros tho success of such treaties.
The existing impasse of stifling restrictions and reprisals, which
threaten the peace of the world, is broken down and that interchange
of commerce between nations, out of wr;ich grows international
economic stability, is once more established,"

"Agriculture and Its Future"
By L, J. Dickinson
Address November 4, 1935

Methods For Handling Tariff Revision: Economic Commission

"It has been shovm in this report tha.t enlightened self-
interest dictates that tho American tariff be lovrered in order that
our international accounts may be ba,lancod in a normal way through
the medium of enlarged im]jorts. It is also to our interest to
improve Y/orld psychology by saying to tho world clearly and beyond
possibility of misunderstanding’ that Ajnerica is about to turn its

ba,ck on tariff raising and to face squarely the other way. It is

unnecessary here to take up the hoary free trade versus protection
controversy and thresh over old straw. Such lov^rering of the tariff
as is under consideration here has nothing to do directly with
free trade or protection. Its purpose is merely to balance our
foreign accounts by tho simplest and most direct miethod, an
increase in imports. One may still rem.ain a protectionist and yei»

admit the wisdomi of lov/ering tariffs sufficiently to admi-^ enough
imports to secure a sound balance of our international accounts,

"The Commission is of the opinion that at the present
juncture no general substantial horizontal lov/cring of the tariff
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is advisable because extensive dislocations of industry o.ro

dangerous in times of stress. It believes that even a moderate

general horizontal lovAsring of the tariff is unwise at all times

because its effects arc unequal. It corrects no injustices and

introduces now ones,

"The 'gradual^ reduction of tariffs is often advocated. If

by tl-is is meant reduction by some general rule applicable to all

rates alike, the proposal is unsound because discriminatory. A
tariff that is prohibitix’-e at, say, 100 per cent, docs not

gradually become less and loss prohibitive in direct proportion to

the reduction of the rate. The effect is small until the rate has

been reduced to a certain point, v^rhen the effect of further reduc-

tion suddenly becomes large. At this point the least efficient

concerns begin to be fopced out. Further reduction forces out the

less efficient until a point is reached at wliich cither no producers

remain or only those efficient enough to compete x/ith foreign pro-

ducers, Reduction beyond t'lis eoint has little effect. In t'eis

sense there co.n bo no ’gradual’ reduction of rates except in

special cases,

’’But there is anothc-'r sense in vfnich a tariff may be reduced
gradually. This is to deal one by one with the different rates, for

then reductions can be made after the consequences have been fore-

cast by careful study, and untovmird effects guarded against,

’’The Commission does not recommend that tariff reductions
be made only through reciprocal trade agreements, if the reductions
are of the types suggested below vdiich minimize the danger of

8.dding to unemployment. No doubt a great many goods xvould be
imported that are nox7 excluded; but there is no d.: nger of a long-
continuing flood of imports x^ithout compensating United States
exports or interest payments,

"It may be objected that x'/hat the United States needs
primarily is export markets for its agricultural surplus; and that
reciprocal trade agreements might be used to force such exports. It
is, hoxvever, exactly our ra.xv materials and foodstuffs that indus-
trialized countries X7ant and they can be depended upon to tc,ke

these, as X7ell as mass production goods, if it is made possible for
them to sell more in the United States,

"The Unite-d States could do nothing tho.t x‘;ould bo more
effective in clearing the clogged channels of world, trade than to
lox7er its oym tariffs substantially.

"The Commission has stated its conviction that whatever
t<.a''iff reduction the United States undertodees

,
loxuering of rates of

duty, should not depend upon the securing of equivalent concessions
from other ppxuers. Such a. course is at present impossible because
Congress has not been xvilling to Gontcmpli..tc the loxcoring of rates
ei.cept through reciprocal trade agreements negotio/bed by the



President, The Commission believes that these povvers should not be

vested permanently in the President, but only until recovery has

been achieved. After recovery there should no longer be need for

such higgling over tariffs and other trade barriers as many,

including Congress, novr believe to bo necessary. After recovery
the tariff may be revised further, as may be demci.nded by our then
creditor or debtor position, according to some such procedure as

that suggested above in connection with the recommendation that the

status of the Tariff Commission bo improved,

"The Tariff Comraission should be given independent status
with authority to fix rates in accordance with principles laid doTm
by the Congress in Icit^^rs; the Commission’s interpretation of those
laws would bo subject to review by the courts in the usual way,

"Under the proposal nn.do in this report it vrould become the
duty of the Tariff Commission to investigate rates and classifica-
tions from time to time to determine v\rhcthcr they v/cre in compliance
with the principles enacted by Congress in laws. If the findings of
the Tariff Commission, made after due opportunity had been given
to all interested parties to present evidence, were that a given
rate or classification failed to comply v/ith these principles, the
Commission v/ould be required to alter the rate or classification
accordingly, and to give notice thereof to Congress, Upon
failure of Congress to reject those rates they would automatically
go into effect after sixty do.ys , This ivould not take the tariff
out of politics by any muans , The members of the Commission v/ould

remain political appointees, the general tariff policy would be
changed by Congress from time to time in o.c cor dance 'vith the
dominant national interests 'and the sriifts of public opinion. But
rates would bo proposed after careful study

|

' Congress would not
control every little detail of tariff making, and the opportunities
for logrolling vfould bo reduced,

"For the present the powrer to make reciprocal trade
agreements would have to rest in the hands of the President,
because diplomatic problems only remotely of an economic nature arc
also involved. Those the Tariff Commission is not qualified to handle
but no reciprocal trade agrcomicnt should be approved that has not been
arrived at through the fullest coopupation between the Department
of State and the Tariff Commission,"

"International Economic Relations"
Report of Econom.ic Commission
Publ, by Minnesota Univ, Press - 1934
Intv-.mat ional Economic Relations
(Re pr int s Obta inab 1 e

)
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A Proposed Method For Making Tciriff Rat

c

g ; J, D. Black

’’Have Congress decide the policy of the country with respect

to production and consumption of each product; for example, have
Congress determine whether the United States is to produce all of

its ovm flaxseed, with absolutely no importations, or instc-d only

enough so as to keep safely this side of an export surplus so that

the tariff ivill p.lways be effective, or instec.d, some ' fraction of

the domestic consumption, such r.s 60, 70, 80 per cent, etc.

Then delegate to the Tariff Commission the task of determining the

import duty, using the best-knovm scientific methods vj-hich will
attain the ends which congress names. It will not bo possible for
the Tariff Commission to determine such rates v/ith any certainty
that they will work exactly as intended. Fluctuations in the yield
from year to year will affect the results. But proceeding by the
method of trial and error, the Commission should presently be e.blo

to determine upon a rate vrhich has the desired results. Changing
economic conditions ouid toclinical improvements in production may
make it necessary to chpnge the rates occasionally. Accordingly,
the Commission will need to be on the job all of the time.

’’The author believes that this second method is the right
one. It represents the division of duties betv/een the legislative
branch of the government and. the executive which is now coming
to be recognized in government,. The task of raili/ay rate mo.king
is noY/ divided in this wo.y botv^reen Congress and the Interstate
Commerce Commission, Matters of national policy in production
should not bo determined by commissions. Difficult tasks
involx^ing scientific determination should not bo expected of
Congress, but referred to commissions vfith trained specialists on
their staffs. The time is surely coming Ydien this principle of
separation bctiTocn legislative and executive will bo extended to
tariff rate making. It is important for all concerned to
appreciate this thoroughly, and drive consistently in that
direction,”

’’Agriceiltural Reform in the United States”
J, D. Black
McGrpw-Hill Book Co,
1929

1
'



Trr.dc Restrictions And The Dupre ss ion; Hon, Cordell Hull

"Bccc'.use of its i/idc knov/ledgc and experience, the HationOv.1

Foreign Trade Council has ahnays taken an enlightened vien- regarding

the exchange of corranodities hetv..'-een our country and others, ojid has

been' sympathetic to all efforts to facilitate t’-is movement, I

feel, therefore, the.t in deploring the strangulation of inter-
national commerce by quotas, embc.rgoes, exchs.nge restrictions, and
other met' ods, and urging the immediate adoption of measures to

release the victim, I shall be speaking to an understanding
audience. But there are other elements in the public vhio o.re

not so well informed, who still believe vre can and should
live to ourselves, and that we can safely ignore the interests of

the rest of the world. Although there are indics.tions that this

belief is not so generally and passionately held as before the
depression had caused us to do some hard thinking, it still per-

sists in sufficient strength to make itself hu;. rd c.nd felt. Our

task is to persuade thiis class that their vieu/ is narrow c.nd

shortsighted, and th.at not only the general welfare but intelligent
self-interest also doiminds that it should be abandoned. Economic
education is one of the world’ s greatest needs today,

"No statistical stimulant is ncuded to arouse you to
consciousness of the present sad state of intomat i one. 1 trade.
But lot me mention briefly a few striking figures. World trade
comprising exports and imports, of a value of v68, 000, 000, 000 in

1929, had shrunk in 1933 to 024,000,000,000, and the shs.re of the
United States in it had fo.llcn from around 010,000,000,000 in 1929
to .about 2, 500,000,000 in 1933, Our domestic exoorts in 1932 were
valued at 01,576,000,000, which wo.s the lowest figure for thirty
yocurs , Not since 1904 has their v.alue bct-n so low. For 1933, they
had increased app^roximately 0100,000,000,

"in the light of such o.n appalling loss, how can any thinking
person desiring his ovm and 1 is country’s prosperity fo.il to search
out the Causes of the dis. .stcr c.nd sock to remove them? It should be
obvious, it seems to me, that if this could ho'.ppen when the country
v\ras under the highest tariff in its history, then high to.riffs

could not be the infallible and inevito.ble producers of prosperity
they had been represented to bo. Yet despite this very simple
demonstration with its nocessa.ry conclusion, despite the fact tho.t for
nearly five years the no.tions o.f the 'vorld have ho.d the most complete
try-out of the policy of economic isolo.tion and find themselves
fundamentally worse off than before, there are those right now
who D.rc loudly demo.nding th.-.t tariff r Acs be still further
increased,

"Naturally, I do not wish to sr.y that the sharp reduction
in into rno.ti one. 1 trade brought about by the various restrictions I

have enumerated was the sole cause of the economic depression. But
it must be admitted, I think, that it la.s one of the most potent
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contributing causes. And it shows clearly to my mind hovv much a

healthy, balanced, enduring domestic economy is dependent upon
a smoothly-adjusted movement of goods omong no.tions* If the

v/orld, as a vdiolo, is to progress, wo must get away from the

sho-bby heresy that acceptance of the products of other countries
is inimical to cur avm interests. Every import pays for some

export, and export gives employment to labor and profit to

industry. Everything we buy from another nation enables that nation
to buy more from us,"

"International Trade"
By Honorable Cordell Hull
World Trade Dinner, Nov, 1, 1934
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Farmers Are Opposed TQ.^Protection As A National Policy

I ‘'/fci, Gordon -Stuart

"To farmers the tariff is a sore point. Every farmer nat-
urally wants a high tariff on what he has to sell, but, altho the
politicians,' may think otherwise, we farmers as a class are opposed
to protection as a national policy. In past days the farmer,
especially the Northern and Western farmer, was a believer in a

high protective tariff. He raised practically all the food he
consumed; his homespun clothes, socks, shirts, mittens, caps, and
very often his underwear, his ax and pitch fork and shovel handles,
his bob sled, and ox cart and part of his household furniture v\rere

all made at home. He purchased but little. In 1884 (l happen to
have his account book for that year) my father, a well-to-do far-
mer., spent (leaving out his taxes, church dues, and life and fire
insurance) less than $100 cash money and that was for a family of
five persons. But in these days a farmer is a buyer as well as
seller. He has seen the tariff used to enrich the merchant and
the manufacturers until millionaires in this country are as
plentiful as tabby cats. He has seen the lobbyist, he has seen
corruption and bribery and every form of governmental favoritism,
flourish like the green bay tree in the soil of tariff. He has
seen the hours of v/ork decrease and the rate of pay increase
year aften year until novf many forms of union labor are receiving
from 400-3000^ more per hour than they did twenty-five years ago.
He remembers how President Harrison y&iIIg extolling Republican
prosperity and the Republican tariff, made the v/onderful dis-
covery that ’a cheap coat makes a cheap man.’ He has listened
to false prophets extolling high tariff o,nd high V'j-agos with such
wearisome iteration that now as he looks over his unpaid bills,
his overdue taxes and his duplicate copy of mortgage deeds, ho
comes to the conclusion that with all due respect to Henry Ford
and Arthur Brisbane and President Hoover and the Grand Old Re-
publico.n Party ho would like to try a chango to low tariff and
low viragos,"

"A Dirt Farmer Speaks His Mind"
Wm, Gordon Stuart
Atla.ntic Monthly -- March 1930.

'/ •



Tariffs Do Not Benefit American Agriculture

Henry A. Wallace

"American agriculture has not benefited by tariffs, except
spottily 'and for short periods of time. Despite that fact, both
Republican and Democro.tic representatives of our agricultural
regions have done their best to put up agricultural tariffs every
time industrial tariffs were put up. Unfortunately for agricul-
ture, most of the tariffs given to it arc either immediately or

in the long run vrorthless paper' tariffs. In tariff matters agri-
culture, ho.s played Esau to the , industrial Jacob, Cotton, wheat
and lard obviously can never benefit from a tariff as long as vre

export half our cotton, one-fifth of our pvheat, and one-third of

our lard. Such products as butter, beef cattle, wool o.nd flax-
seed mo.y be helped by the tariff for a number of years but, as

the cotton, wheat and hog men shift their attention to the pro-
tected -products, it is rapidly discovered that the tariff bene-
fits, even on those products of which yig do not have any export-
able surplus, is a temporary thing,

"In well-developed countries like the United States and
England, the maximum of consumers’ wealth can best be attained
VvTith a lovj" tariff. This is an economic truism, Yfhich so far as

I know is not disputed except by politicians who have an axe to

grind or those who, like the farmers of my native Iowa, have
been made the intellectual, emotional and habitual victims of

the class just mentioned.

"Since coming to Washington I ho.ve been called upon by
many with similar proposals. It has astonished me to find that
there is perhaps as much high tariff sentiment in the Democratic,
and presumably more agrarian party today, as there is in the
Republican' party. As a matter of fact, the party lino on this
tariff question seems oro.sed. Tariffs have become very largely
a question of local interests and prejudices , I am especially
interested to note certain rather enthusiastic responses to low
tariff and world trade suggestions in our great eastern seaports,
I think this is because certain people arc beginning to see that
free trade would tend in the future to develop the Eastern sea-
ports, whereas a strictly isolationist policy would tendin general
to develop the interior of the country,

"Foreign loans are all right provided at the time we make
them we knoxY that xyo are certain to ho.ve a tariff policy which per-
mits their repayment. This means a totally different kind of
tariff policy than we have ever had in the past. It moans a con-
siderable change in the psychology of the Am.ericeji people. Ideally
it means when wo imke a loan anyxvhere outside the United States
that Y\ro know approximately the quantities of the different kinds



of goods vfhich wc are going to o.ccopt from that nation in repay-
ment o It means that wo play the gome in o,n evon more definitely
conscious xvay than England has played it vd-th Argentina, England
loaned money to Argentina to build railroads and furnished the rail-
road equipment. In return, Englo.nd rocoivod from. Argentina its
wheat and cattle. With us the necessity for definite planning in

our loans and our tariffs is much gror^tor bocauso our tariffs are

so much higher. It is easy for foreign trade exports to talk
about triangular and polyangulo.r tro.de ouid thus avoid the necessity
of forming clear-cut trade deals rmth a given country. But if wo
are going to trend toward intorno.tionali sm, it seems to mo that
the only safe way to handle it is to conclude both loans and trade
deals with foreign countries as nearly as possible on a bi-lo.teral

basis and not got involved in the confusing complexities of tri-
angular and polyo.ngular trade with v/hich the economists like to
moss up our minds."

"ilraerica Must Choose"
Henry A, Wallace

Tariff Deprives Agriculture Of Fair Values

Peek and Johnson

"The result is to deprive our agriculture, in respect of its

whole crop, of a fair value in terms of those articles for which
the crop is exchanged on the domestic market, the purchase of v/hich

makes up the cost of crop production,

"Because it is presence of surplus and not the fact or fear
of imports that creates this condition, agricultural tariffs--no
matter how high--canjiot euro or o.ffect it. They could do so only
if agriculture could divert surplus from domestic markets direct
to export, and regulate supply to demand at homo. Thus, o.nd not
othonviso, can agriculture secure fo.ir exchange value for its sales
to domestic consumption,

"Industrial tariffs afford protection for industry from
cheap foreign competition, because industry can, must and does
regulate supply to demand on domestic market. It can because it
can control production. Even if over-produced, it is organized
and finonced to witlihold surplus until domond at fair value ab-
sorbs it. It must, because failure so to do would destroy it by
vmthdrawal of capital. It can elect when and whether it shall
sell in export and at riiat price. Therefore, industry receives,
and Its prices reflect, the full tariff differential over world
price for similar products.



"The farmer receives world price for vv'-hat he sells. He pays
protected price for what he buys. If there were no industrial
tariff, he would pay a price- fixed by world conditions and his crop
would have a fair exchange value. By just so much as protected
price of what he buys exceeds world price, is exchange value of his
crop reduced. This is a heavy burden even in times of., world pros-
perity, since all his production costs are fixed by the things he

buys and his buying constitutes ^0% to 60% of domestic commerce.
It thus appears that at least 40^ to 60%o of the total benefit of

protection to industry is achieved by a direct reduction from a

fair exchange value for the farmer ^s crop.,,,,,

"Thus the attempt to operate the protective principle to

the detriment of agriculture for the benefit of industry comes to

the end of its tether.

"For reasons, stated under the preceding Point, it had come
to that end even had conditions remained prosperous. For reasons
stated under this Point, it is creating a cataclysm under present
depressed conditions. We erected a tariff to protect our industry
and our living standards from cheap foreign competition, but we
left a breach in the agricultural curtain of our defense. World
conditions, reacting tha'ough this breach have imposed a crop price
so low that industry can restore domestic buying only by reducing
to the level of farm price which is v/orld price. This is free
trade. Industry cannot do this without the same explosive change
that vrould follow sudden adoption of free trade, Araerica cannot
suffer it vmthout surrendering her superior living stando.rds and
getting dovra into the trough of things mth the rest of the world.
Tariffs no longer protect either industry or agriculture. The
protective principle is stultified and, unless we can find a way
to adapt it to present conditions, it will so continue,

^ ^ ^ 5j<

"The doctrine of protection must bo revised to insure agri-
culture a fair exchange value for crop or the protective prin-
ciple must perish,

"Fair exchange value is cost of production plus a profit.
Ho industry ceui live on less. It was never supposed by the authors
of protection that agriculture could. They fotind a way to compen-
sate agriculture for the fact that it could not be protected by
tariffs, as then conceived, and for the further and more startling
fact, that, although unprotected, agriculture must pay industry
half the benefit of protection. That way is gone. One of three
things must happen. Either &.griculturo must die, or protection
must die, or a vra.y must bo found so to revise protection as to
insure agriculture a fair exchange value for its crop,

"Agriculture mil not die. But protection va.ll die,
politically, unless the principles necessary to secure a fair



exchange value for agriculture are added’ to the doctrine, America
could make no greater blunder at this crisis than to abandon pro-
tection.

’’To retain protection and also secure a fair exchange value
for crop, agriculture must bo organized and financed to equalize
supply mth demand on the domestic market and, fer this purpose,
te Yfithhold crop for fair exchange value and for no higher value,
and to divert surplus to export and there sell it at ivorld price,"

"Equality for Agriculture"
George N, Peek and Hugh S, Johnson
1922

Farmer’s Best Interest Lies In Free Trade

Geo, J. Schulz

"Another assumption is that the farmers’ ills xvlll be

cured by the tariff. The tariff costs the American, farm family
from $30 to $50 a year. Can the farmer get back v/hat it costs
him? Those who can find in the tariff any basis for a permanent
solution of the e.gri cultural problem are finding only Y/hat they
are bent upon looking for* The facts are all the other v^ay. On

some farm products the tariff is and Ydll continue to bo helpful;
but in the main the farmer must buy in this highly protected
market and sell in the loY/est, Of all the good things to bo said
for the tariff, farm relief is not one of them, * % * *

"The farmer’s best interests require a movement in the
direction of lower tariffs and free trade. Foreign trade is three-
cornered, If a tariff shuts Argentine corn out of NeYf York this
sam.e corn Yn.ll compete equally much in Liverpool Y^rhither it will
be driven by the tariff Y/all, The world is fast coming to be an
economic unit Y/here a balanced Y/orld production Ydll be the over-
shadowing problem, and the free floY/ of these goods to markets
the secondary problem. Farmers should favor the free flov/ of
goods in international comcn.erce as the first step toY/ards a

balanced v/orld production. The tariff is one of the greatest
obstacles to an economically sane and balanced agriculture,"

"The Farm Problem"
George J. Schulz
Summary of Aru.ials of American Academy
of Political and Social Sciences
March 1929
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Liberal Trade Policy Would Reduce Crop Restriction

T-, W# Schultz

”0n the basis of pre-depression trade, our international
accounts were out of balance annually around 500 million dollars.
It is this gap in Americans balance of payments that is still un-
corrected, This 500 million dollars measures the shortage of im-

ports of goods and services. It is closely related to farm exports,

hence to farm recovery,

”If the present policy of maximum restrictions on incoming
trade is continued, then grave adjustments lie ahead for American
agriculture. Tariff bargaining under the reciprocal tariff act is

not enough. It will not succeed in correcting the lack of balance
in America’s foreign trade accounts. Agriculture, however, cannot
Yia.it a Temporarily, the drought and AAA have given it relief. But
soon it vmll again be faced with liquidating prices unless it can
sell abroad at profitable prices,

”The other alternative is curtailment. The latter course
involves changing the past economic pattern of crop and animal
production. It means finding new uses for millions of acres of

crop land. It means shifting from export commodities to dairying,
poultry husbandry and others. It means that hundreds of thousands
of farm families in the cotton, corn and wheat ’belts m.ust shift
to new employment. It probably means processing taxes and benefit
payments. Most important of all, it means that American consumers
will have to pay more for their food than they would under a
foreign commercial policy which would permit a reasonable volume
of foreign trade.

"For the American citizen, a fundamental fact challenges
his political foresight; The general consequences of tariffs
come and go slowly, A reversal of our tariff policy today does
not mean a prosperous agriculture tomorrow. Nor are all the
emergency or long-time maladjustments in agriculture the result
of the brealcdo'wn of foreign trade, A more liberal foreign trade
policy, however, vrould reduce the necessity of generally cur-
tailing agricultural products. It would facilitate a more normal
cost and price pattern. Its long run economic effects v/ould be
significant, positive and desira,ble,”

’’Vanishing Farm Markets
iiiid Our World Trade”
T. W, Schultz
Vforld Peace Foundation, 1935
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The Farmer, Not The Industrialist, Benefits By The Tariff

The 'Sphere

"Finally, during this period of agitation for reduced
tariffs in order to ’help* the farmer, one very important considera-
tion should be noted in addition to the fact that the quantity of

his exports has been holding steady or actually increasing in the
face of our serious depression. The purpose of the tariff revision
of 1930 W8-S to protect and assist the American farmer. Industry
and manufacture were not seriously considered,

"Our increased tariffs against the ro-w materials of Canada,
Australia, Argentina, Cuba, and other Latin- American countries
led to the wholesale retaliation which the public is being told
resulted from high tariffs on manufactured goods. Our attempts
to ’protect’ the American farmer have actually destroyed a sub-

stantial part of the former export market for American industry
and manufacture, Latin Aaerica and Canada being two of our most
important outlets,

"Under the circumstances it is adding insult to the injury
of American trade in the total, to suggest further attempts to

penalize American industry and industrial workers for the supposed
benefit of the minority agricultural group,

"Although practically all people in the United States pay
heavy indirect taxes as a result of our tariffs on important farm
products, yet the farmer pays relatively few indirect taxes as a
result of the tariff on manufactured goods. His chief current
money purchases, aside' from coffee, which is free of duty, and
sugar and woolen goods, v/hich are taxed for his oim advantage,
are automobiles, farm implements, radios, etc., all of rdiich

probably retail at a lovfor price in the _^United States than in any
other country."

y
r<

"Must Industry Pay for Farm Exports?"
The Sphere
February, 1933,



Tariff Reform Is Needed

-Editorial

”In the first place
,
farmers need to remember that tariff

reform is needed even tho the processing tax is retained. The
tariff should have a provision, like 'that in the Agricultural
j^djustment Act, protecting consumers. Rates should be reduced
to a degree that would permit more imports of foreign goods that
could be traded for agricultural exports. Even with controlled
production, financed by processing taxes, we need more exports
in cotton, tobacco, v^rheat and lard than we've been getting. We
can’t get these increased exports unless tariff rates come down,

"In reducing tariffs, it is necessary to make gradual
changes and to have plans to take care of industries and workers
that may possibly be crowded out by the change. Some tariff
protected industries have been over-expanded, just as farmers
over-expanded their wheat and cotton and hog production under
the stimulus of a boom market in Europe, We tried to shrink
agricultural production by low prices, and got nothing but
bankruptcy and suffering out of it. If we shrink production
in certain types of industry, some means must be found to make
it easy for the workers in those industries to shift to other
jobs,*****

"The tariff is the heart of the problem of expanding
farm exports. Unless we expand farm exports, we must have not
merely the degree of adjustment control already experienced,
but still more, more probably than any farmer wants if he can
avoid it. But to make the necessary changes in the tariff
schedules calls for more- economic statesmanship than has ever
been turned on that problem before. Farmers have laid out a
hard job for themselves. The job must be done, but we dare not
underestimate its difficulties,"

"Farmers Tackle the Tariff"
Editorial
Wallaces' Farmer
September 28, 1935
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Tariff Should Be Ba sed On Cost Of Production

T, C, Tucker

>
I

)

\

/

"There is no doubt but that during the past quarter of a

century the Congress has developed a policy whereby the making
of tariffs has become steadily less political and more and more
economic. The very logic of circumstances has compelled the
recognition of the fact that the tariff does cut across party
lines, that it is sometimes highly localized and that it must
be economic in its final determination.

^

"Indeed, all that Congress needs to do is to repeal the
existing reciprocal tariff trading agreement amendment and re-
place it with a lav^ stipulating that tariff schedules shall be
made on the base of differoncos in cost of production at home
and abroad, thereby giving domestic commodities an even break
in the American market. Under this policy the United States
Tariff Commission should by act of Congress be given the power
and facilities to ascertain the differences in the cost of
production of competitive Amorican and imported articles and
their findings to be the rate of tariff.

"Of course, such findings would have to be reviewed and
changed periodically in fairness to the producers and consumers
of the' commodities affected by the tariff. Such a system, of
course, would have its imperfections and xrould be subject to
efforts to manipulate it in favor of selfish interests. That
has always been true and unquestionably alxvays will bo true,
but does not invalidate the policy itself of having tariffs
made in the open, with a chance for all parties to be heard and
with, the provision of machinery having the power and facilities
to provide the necessary facts on i/diich the ultimate rates must
be justified,"

"Scrap Reciprocal Tariff and Policy"
T, C, Tucker
Pacific Rural Press
Juno 1, 1935.
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Y'/hat Kind Of A Home Market Docs The Tariff Give The Farmer?

T, YJ, Schultz

’’Tariffs for the purpose of giving the farmer a homo mar-
ket involve giving protection to industry in order to bring about
a ViTorking population in our cities large enough to consurao all of

the farm products grovm in this country. Thus it is reasoned
that if the manufactured goods a’diich are imported were made at

homo the additional number of people employed would consume most,
if not all, of the 1,5 to 2 billion dollars of farm commodities
normally exported,

”A policy of this kind in all probability cannot be
successful from the farmer’s vieYjpoint for throe reasons: (l)

It is apparently impossible to expand our industrial population
anyiYhere near enough to absorb all of the food and ravr materials
produced on our farms 5 ( 2 ) industrial tariffs alv/ays tend to
increase the cost of living to farm people, hence are a direct
burden on agriculture, and (3) the protected goods absorb,
because of their higher price, a greater share of the consumer’s
income thus leaving him less v/ith which to buy bread and meat.

’’Historically, the policy enunciated by Henry Clay more
than a century ago has proved for American agriculture, es-
pecially for the Mississippi Valley, a direct burden rather than
an indirect benefit,

’’The American farmer continues to be inescapably depen-
dent upon foreign buying. The home market is, in spite of the
phenomenal growth of our cities, too small to absorb the farmer’s
food and raw materials, Hor is there even a remote proba.bility

that our industrial population mil furnish during the next
decade or tvro a home market sufficiently large. The farmer
must continue to export or face ruinously low prices that result
from glutted domestic markets. The crop and animal products of
nearly one-fifth of our total crop land were exported from 1922
to 1928, Since then these exports have been piling up until we
are confronted with unprecedented carryovers. Under the ex-
isting price system, facts force us to accept the conclusion,
v/hether we wish it or not, that farm.ers must continue to sell
abroad or face wholesale liquidation. Temporarily, Tnth govern-
mental aid, production may, of course, be chocked or even cur-
tailed to something approaching a domestic basis. But as a
long-time policy, it is very problematical.
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’’Protection did hasten the industrialization of America
but the home market for agriculture did not materialize. The
prosperity or poverty of American agriculture continues to
depend chiefly upon Yrorld prices,"

4

"Agricultural Emergency in loim”
T, W. Schultz
Agricultural Experiment Station
Iowa State College, Ames
1933
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