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STATENENT OF HON. CORDELL HULL, SECRETARY OF STATE

o woon W *®

Since 19<3 the pecpies of every part of the world have experienced
aconc: = distress aid sufiering without a pavallel in peace time. I reed not
here underiaks &an analysis of vhe vastly coufused and disiocaiad husine=v . d
genaral economic conaleictis witich havs prevailed doring the pasz' Lol voeid
on each of the {ive coatinzn%=, Most alli ~ountries have teen invoking every
conceivable domz:iic golicy, methzd and ¢ ice in desperate efforts to extricatc

themselves from well-nign unbzarable depression conditions.

The fieid of International trade, however, upon the existence of
which the economic lives of scores of nations depend, and the economic well-
being of all nations in important measure depend, is hopelessly clogzec and
obstructed by prohibitions, embargoes, quotas, restrictions, and numerc .s other
economic and currecncy impeliments. The processes of exchange and distr bution
have broken down and adequate relief imperatively requires the restorat.ion of
contidence, employment, normal commodity prices, and normal trade, both internal
ana externail, ;
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According to reliable estimates, if world trade had gone forward with
the annual ratio of gain exisiing befors the war, the naticns daviing the inter-
veni: 2 ye rs would mve had ccme $275,000,000,000 more then thicy hava actually

njor -d. Ahnd according to thesc estimates, if world trace had chus progressed
aer: would be todeay an ennusal internaticnel commerce of neal 50,008 ,0)C,000,
insted of the pitaabre figmies of less than $12,080,000,000 for 1733,

Intematicnal trade has stealily grown less each jear since 1927,
~a p.  stion of internationel trzde in th:z amount of $40,000,000.020 :peans
the reduction of wursd pradaction by §4C,C00,0C0,C00, eni this means a veanc-
tion in consunpiion of a like amount, una this ncans correspondingly lower

standards or living.

B TR e b

Many nations devise quotas, tariff rates, exchange restrictions, and
other obstructions with soecial rzferecave to bargaining possibilities ¢ * re-
duction on the basis of corcessins f.c concession. Marny nations during cne
past 1 and 2 years have cutovu” iatn reciprozal trade agrecments and pr PLly
carried them into effect, =+ # #

w P R’ W R

There are in the world todav 30.000.000 wage earners accustomed to
employment ‘ho are unemployed. Near 80 perceni of the worid's pepulation of
2,000,000,0-0 persons are today living btelow {he poverty line, OSome enter-
prising nation or nations will amnd mucst produce and export Lne many different
commodities i‘ecessary to supply these peopie 1hus in noed. * 3 3

¥ ' B e R

MR, HULL. 1In other words, Juige Fill, the intermatiopal trade of the
srld is 1n a hard knot, and it is choked down to a small amount, At the same
.-m¢ iacre are probably 25 raticns whode very economic 1ives, as I said, de-
nend woon intermaticnal trade. anl 1.3 *s an elfort to jcin in meeting this
crisic, which fundamentally has been growing worse in the world as a wrole.

While there are some fIuclra“icne upwards in prices in a numbder of

- L] L L - pll - -
other countries, dus more or lezs ©o artificizl stimulaliosa; fundamenielly, as
I say, thc econonic situ=tion is not iapro-—-ing as it shoulid.

% * K ®

MR. HULL. As to these trads obstructions there are different kinds
of methods of obstiructing trade, of which tariffs are onej; there arc quntas,
axchange rescorictions, licensing requirements, embargoes, sanitary rules and
geveral others..

T I 3 | e

M . HULL. That language of the bill was chosen on account of the
fact that a cood many countrics have made their chief weapon, bota for
offzreive ar? defonoive rurpases, tne collection of internal taxes, whatever
they may be called, which are cnacted and operated primarily at lecast for the
purpose of defending national situations, by forcing other nations through
keeping out cvery vestige of imports from given countries, to come secking
trade arrangc ents that would involve mutual concessions.
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There arce so many different names and such a large number of methods
of obstruction aid of impeding, with new devices being conceived and put into
effect every week, that, unless this language is made suificienitly broad to
cover them, it might not be possible to secure any concessions from any of
those countries.

. il SR, T g

MR. HUILL. What I tried to say was that we have found that many
ount ies “hroughout the world have been adopting the most zizwiog devices,
3lli g them by every sort of name, out the sole purpnse of which is 10 per-

form the identicai function of tariffs at the hustomrhouac, by obhzlructing
imporis; hence, in crder to make it poeseille Lu enproosn some of these
count.’ies and to challenge some thinzs that are LuL of reason and aie pro-
voking Ditter controversies among :ounﬂ:;ca, we awst have full authority,
otherwise, in respect of the things «.: . are delcarzld in vurpose and effect
and intended as a substitute for th. crainary name and function of teriffs,
wg would not gct anywhere.

® ® K ¥ I

(Secretary Hull subsequently submitted the following data:)
Devié;s for the Control of Imports

The principal devices which have been utilized in the control of
intermnational trade in recent ysars are:

> 1. Higher tariff duties,
2. Import quotas and license restrictlons.
3. Exchange cecntrole,
L. Exchange ,;fav-ﬂr and compensation agteements,
Supplementary zimisiLiretive devices whith limit importation include:
l. Milling or Lisiry ceguiations which require that in the process

. of mnufacture certain proporticns of domestic products must be combined with

imported goods.
2« The raisiug of coasular, import, and other administrative fees,
3, Increasing ceveriiy of legislative requiring marks of origin,
4o Sanitary reguiations

— — ﬂ--.a-.s._—-—-. ._-—1.

dutier have beer mace oy the un_ted “tapas, Canada, ( uba, MExico, Fra.vc,
~taly, “main, Indla, Peru, Argentina, Brazil, Chira, and Litnsania. In 1932
general teriff increases were made in the United Fingdow. fgyot, No»way, Japan,
Portugal . Cresce, Siam, South Africa, Ausstrolia, Eeolgiam, Latvria, ta. lictHer-
lands, the uvich East Indics, Nicaragua, F-»*sia, and Veuczuela., 1n zddition
o these gurcral increases, partial incr- 28 {requenily rareated sewerel,

til 4.F'$ welr g dl"lf‘SLJ l.l'lj #'t::rc‘a:' L.W':n'._l.:‘-l ) u\.... Jit f_, A2 e Flie "JD....\..- .11";.*3 1-"’._ T il y SHiL%=-
e*"'”m Humezry. and the United Kingcom are ameng the nz2vions “vhizn have
raised their tariffs in whole or in part since ihe beglnnlng of 1633,

T°.1s list covers pracﬁically thz whole of Europz as well. as numerous
other wides»ead areas. Tn= movement toward nigher tariff duties has be :n
less proncuisel on tne wholie in Latin America. iWhille the majority of th: Latin
American inporh duty changes during 1932 were increases, numerous significant
reductions were made also.
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2, Import quotes and license regulations.~-These are devines for the
Jirect quantitative limitation of inportation of specified commcdities,

The method of allocation of immert quotas varies cor:siderably in
1iffe. nt countries, but ncst ‘requently the total importation.to be permitted
18 divided into national quotas, the amount allocated to any given country for
a glven year or quarter being declared to be devermined by the relative imports
from that country during earlier narestrirt+ed years.

A simpler device consists of a system wherehy imports of a particulapr
commodity are prohibited excen® unier license obvained f:cm an of ficial body.
Such a system may or may not be coumdined with an agvanse announcement of the
total importation which will be permii t=d.

The method of allocation 0! nuuional quotas in proportion to . arlier
trade does not appear to have baen 2 VMY carrieq oub, and has led t. con-
siderable complaint both fium pever s and merchants of varicus coun: ‘ies
concerning allsged discrimire v tarlabions in the pricr-base pericc for
different commodities, the =un (. " the guota o be allocated to a givea
country, and the freedom of ¢ ., “avn eoamodities from quota reatrictions have
frequently bHeen made bargalning matier and adjusted in conformity with counter-
considerations obtainable from othsr governments.

So general do quolas appear to hava besn accepted that promises with
regard to th. size of quotas heve been written ints Errcpean comrmercial agree-
ments and other agrecments have been made for the pwpose of settling reciprocal
complaints, |

The extent to which quantitative restrictions cn trade have been en-
rce. varies widely from counl.oy to country, In ike sarly months of 1933,
rrance had applied quotas to cver 1,200 items, coverirg more than one third of
the trtal value of jasporis, anciuding many cf the chief irport groups. These
restrictions have been materizliy extended since that period,

Italy, which imposes quotas arfecting imports from countries which
impose quotas on Italian gocds, illustrates how quotas and counter-quotas can
tend constantly to constrici the to%al ve ne of intermational trade.

| In the first quarter of 1933, quctas covered about one tenth of the
total imports of Holland, and atout one fourth of the imperts of Switzerland
and of Poland. '

Quotas and licensing systems have become practically universa’ througi.
out continental Eurone, The British Emplie and Latin American ccuntries have

" ‘ " - LN s -" o e & 1 Po# F .'..‘- - - L] - -
HIage. ngakr =39 LR NGATE B2z OF wea St d.—..vi-_.c.:..

2 Exchange controle.--Free importation of commodities has he:n
further resiricted in nearly all European countries and in many Latin-Ar :rican
countries b’ the existence of some form of exchange centrol, Numerous rathods
of contrsl ' ve boen devised, bub tieis common elemer:c is the impuanding in
Soine cenira authority of the foreign exchange derived from export and other
foreign vescipts, and the allotment of these funds to nationals of the courtry
in guestion ' 'r payment far imports, debt services, etcetera, Voile sicn con-

0rols have nov always been fully effective, they have acted as powerfui factors

‘n restricting the total quantities and values of imports, and tnus of expurts,
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. uch controls not only affect the total of foreign payments, but
frequently operzte TO curtai! imperts from some countries more severcly than
from others. In part ihis ar:ses ~rom the allocation of excaange for food-
stuffs, rav ma terials and otaer esscntials at the expense ~f dispensable
juxuries. In part this unequel treatment has ariser Ivom INOre€. 5w rere limitation
on the amount of foreign excnange Icr vhich pernit is given ror the purchase of
a pe ‘ticvlar class of goods from one country than from ancther,

Where exchange limitatiions were thernelves in the nature cf restric-
tive offszis against countries vhich themselve:s nad iimiled the amount of funds
avai-able for the purchace of lmports from the first country, the difriculty
has ometimes been resolved by an arrangement for the clearing of creilts be-
tween ‘he two countries. (See (4) below.) In other cfses prefeieiul treat-
ment in the granting of exchange for the purchase of inonrts from certain
countries, has been frankly admittz¢ by uhc sdministering authorities wno have
justified their actions on the grouras ¢ great volume of purchases by one
country than another of the expori rrodu. 3 of the controlling nation.

Countries using exchanpe-control systems have also shown a tendency
to use them as bargaining we:ipoils by making the amount. of exchange allotments
(and hence of impart allotments) conditional upon larger import cuotas for the
products of the country in question ar the release of "blocked account: ' due
its citizens.

l,, Excharge clearing and compensstion ag_reement.s.--CompensatLon
agreements and clearing agrecmenls ave this element in common: Botn £2ek to
temper the full severity ot excnange controls and import restrictions by bi-
lateral ag-eements, providing for increased trade, Compeasation agreenents
sometimes » pproach direct internztional barter as in the 2 zrcement of December
22, 1952, hetwcen Hungary and Czechoslovakia, by whizh 29 ,0C0 Hungarian plgs
were to be exchanged for 2C,000 wagons of Czechoslovak wood fuel, and
1,500,000 c~owns worth of Hungarian eggs arc Lo be paid for by facilities ac-
corded to Hungarian tourists in Czechoslovak terminal stations. The wheat-

coffee agreement between Brazil and the United States Graln Stabilization
Corporation is another example of this type of agreement.

Exchange clearing agreements differ from compensation agreements in
not .pecifying, as a gencral rule, the exchange of particular commodities, but
provide for the direct balancing of credits derived from transactions betweecn
the “wo countries, lecaving trade to be regulated, witnin certain limits, by
the  ‘Ainary commercial channels. Like conpensation agreements the intent of
these agrecements is to loosen restrictions that otherwise might apply as a re-
=11t of =xchanpge controls ar import restriastions,

In the first 3 months of 1933 earing agreements were concluded by
Switgerland with Rumania and Yugoslavia, by France with Bulgaria, Yugoslavia
ard Hungary, by Italy with Rumania and Sweden, and by Germany with Rumania.

Supplementary administrative restrictions.--The major types of con-
trols over .mportation cutlined “bove have been supplemented by a wide variety
of adminiutrative devices., Among these may be mentioned:

() Mii_ ing or G0 XN JeguLal i wWaldh tipulate that, -n . 7e
processes of fabricaticn, certain proportions of domcstic products must be com-
bined wit! the imported goods. TVhere imported raw materials had been wholly
or chiefly used prior to thcsec regulations, the effect, of course, has been t©
restrict the use of these mterials and hence the quantitics imported.
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L) Excessive requirements as to marks of origin: Requircments
that marks of origin be 80 afrixes us to inform the purchaser in vagard to
the goods he buys csn te and have bLeen used eXcessively to curdzn imports from
other countries without changing tarifyf rates, An extreme exanp'e of these
requirements is the order of ar important Commercial country tha: individual
cork hottle Stoppers bear the name of the country from whicn 2aported,

Jith the €xception of increases in tariff duties the restrictive
- 2vices outlined above have come inin general use only in pecent years, In
large part they reprasent acninistrative conirols wnich can be and have been
casily and frequently'changcd, usually in the directios Of greater traie re-
ntric. ‘on, Furthernore the ney quantitative resirictions, such as qnota
Jstems, directly limit the iaports of artizular coimodities, From tu-+ type
of limitation there is o escape, eyzq irn rart, by wsy of price ad juziments,
a8 18 possible in the case or chungad <z ter auties.-~the trade simply'stops
when the quota limit 1s reachned. {ion “d. . restrictions bzocne drastic and
widespread the inevitable resclt ~% ¢ 3parp reducticn in the cuantity of trade
and the P1ling up of commodis-- - 7 °ks aespite the eXtremely low prices upon
which the raw material CXPOrtlig counuries are forced to rely in trade,

MR, HULL. There aprs 2 nucber of methods we loow of that are i: cendeq
to obstruct the process of intematinnal finsnce ard frade, the Purpoce ' 2ing
to shut out any sort of inte:raciopal trade on the theoiy bthat it was no+i. :
fiecessary or helpful op beneficial ip 2y way except as to sich Scatlerir 7
comodities ng g couniry could not PO5sibly produce ang witich it could nes
Nossibly do without.

Thit is the policy of excendine obstinstions anx. ainpedinents ang
variiers, or whatever Similar naae ton -ght call them by, of CXpanding them
-0 every impart that might be brougnt inio a country,

MR. TREADWAY. With what countries are we new suffering from the so-
:2lled trade barriers?

12, HULL. I think there are 65 in the world,
MR. TREADWAY. Ve are suffering with eVery country?

MR. HULL, Yes; all of them. Everybody is suffering from.evenybody
2..e's L de barricrs,

MR, HULL. As I said, the authority of the legislative branch to eMm-
‘ower the ex<.utive branch of the Government to perform these functions in a
2hner approved by the Supr eme Court, will, 1 think, be generally conceded.

- . _ T T - -4:115‘ - et e ._ o L W S
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Furthermore, unless our Government does assert some leadership in
‘alling attention to the importance of nations tradinz with each other in a
commevelal way, the time will scon come when we will have forced other natiens
to ra‘se all cf their tohacce » wnen we vill have forced them to 1aise all of
theiyr cotton and a'l c¢f thesiy vheat and all of their neg products and all of
hese  her vasy and valuable sutpluses which have given us a favorable
balance of trade in this Nation for 75 years.

Excerpts, pages 2-27
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