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which are withheld from other countries, the strong ten-
dency is for each country to put iteelf into a favorable
bargaining position by multiplying disoriminations and
trade restriotions, Under such & policy, therefore, there
ie danger that the foroe of the trade bargaining program
will be spent in merely reducing the padded rates and dis-
orimipations oreated for the sake of bargaining advantage.
As & repult the net effeot of our trade bargaining efforte
would be the heightening rather than the lowering of trade
barriers.’

VY. A policy of individual preferences and general
disoriminations would inorease the area in which American
Government officlals would be oalled upon to determine
whioch industries to favor at the expense of others. This
would greatly intensify administrative diffioulties, and
would subjeot United Btates Government offiocials to special
pressures and influences from which they should be free,

A policy which eubstantially increases the burden ocast upon
Government officials of selecting which American industries
to foster and which to discourage in place of a policy of
generalization whioch leaves commerce free to seek its own

eoonomic levels is open to grave question.
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The policy of most-favored-nation treatment and
equalization of commercial privileges to all has been the
established policy of the United Btates through successlve
Administrations. Upon those who advocate a change in this
policy should rest the burden of proving that a conmtrary
one would better promote the interests of the United States,
Those who favor & departure from this well established policy
argue the impossibility of the United Btates being able to
grant concessions and henoe to secure advantageous trading
agreements if every rate must be generalized, The answer
to this view is that those in oharge of the trade agreement
program are most carefully confining the concessions accorded
to each country to those commodities of which each country
is the chief or at least an important source of supply. In
their view the generalization of concessions will not affeot
adversely American trade nor deprive the United Btates of
bargaining leverage as it proceeds further along in ite
trade agreement program.

The policy of generaligation of commercial treatment
rather than special privilege and disorimination would seem
to promiee the largest return for the protection of American
interests, It is foundationed upon enduring principles of

justice and fairness to all. No one proposes, however,
to



to follow this policy blindly or stubbormly. Exceptions
due to peculiar conditions or unusual ciroumstances muet
be made when neceseity compels. Unforeseen world develop—
mente may posgibly make necessary a future reconseideration
of program, But so far as one can evaluate the present
world situation the reasons seem strong for baeing our
general trade agreement program upon the established Ameri-
can policy of unconditional most-favored-nation treatment
and generalization of commercial privileges. This is the
view reached by those responsible for the promotion of our
trade agreement progrém, including representatives of the
gtate Department, the Department of Agriculture, the Depart-
ment of Commerce, the Tariff Commiselon and the National

Austs B Sagrd

Recovery Administration.
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Memorandum on Qeneralization of Ooncessions

1.

There are four procedures with respect to generali-
gation of concessions in trade agreements, as follows:
(1) B8trict preferential treatment under which the con=
cesgions made are limited to the country in question and
a margin of preference guaranteed such country over all
other countires., Our trade agreement with Cuba is an
illustration. (3) The maintenance of & strictly bargain-
ing position under which in each trade agreement the
concessions made to other countries are accorded to the
particular country in gquestion only with respect to such
commodities &s &re especially enumerated, This is the
general position of France. (3) The policy under which
concessions are generalized to all countries with which
one has already concluded trade agreements. (4) Oon—-
ceseions are generaliged to all countries freely except
concessions may be withheld from countries which definitely
discriminate against us. It is the latter policy which
18 incorporated in the Trade Agreements Act of June 13,

1934,
11.



II.

First, with respect to the general arguments in favor
of generalisgation of concesslons. Countries to whom
genaralizations are withheld are immediately confronted with
digoriminatory tariff treatment by the United Btates, Un—
fortunately, however, the game of discrimipation le one that
oan be played by other countries ms well, They in turnm are
1ikely to set up disoriminatory treatment 1f they bave not
slready done @5, In the case of countries that have a two-
polumn tariff, this may take the form of withdrawal, so far
a8 the United Btates is concerned, of conceasions made to
other oountries. In the osse of countries that have not
engaged in & tariff bargeining program and that have only
a cne-column tariff, penalty dutics may be imposed against
the United Btates. Thus, the general tendenoy would be to
increage tariff barriers, & result which would be quite
contrary to the general purpose of our trade agresments act.

In the second place, it should be pointed out that
such & polioy is 1likely to endanger the succeos of & trade
agreements program, This le true because ocounter—disorimi-
nations, which the policy of nom-generalishtion ie 1likely to
pocasion, will have to be cleared away before Any sound basls
for atrade Agreement oan be undertaken. In other worde, the

negotiations
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negotiations are likely to be centered on the problem of
getting the discriminations cleared Away rather than the
essential problem of getting gemuine concesslons., Moreover,
it precludes the United States from teking the strong
position that discrimipations must be cleared away before
negotiations for & trade agreement begin, for the reason
that under the policy of non-generaligation this countTy
does not come to the negotiation with clean hande, but has
itself been guilty of discrimination, Buch & sltuation
necesparily throws the problem of discriminations into the
whole bargeining program and makes it difficult to get
directly to the essential problem of peouring gemuine con~
cesslona.

In the third plece, it should be noted that the polioy
of granting special advantages to gertain oountries tends
to divert trade from ite economic channele and makes 1t
impossible to obtain the goode in the best markets, It
tends, therefore, in the direction of destroying triangular
trade, This policy is particularly dipaetrous to American
agriculture, the foreign markete of which depend peculiarly
upon the continued mAintenance of & large volume of tri-
angular trade, We are able to sell &n exoess of goods to
Europe, in & large measure farm products, omly because of
the fact that we in turn buy an excess of producte notably
from the tropical countries,

III.
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In addition to the general arguments indicated above,
it should be noted that there are special cbjections to the
policy of granting concesslons only to countries with whem
we have already entered into trade agreecents. A serious
difficulty ie encountered in the time element. Were 1t
posaible to negotiate all forelgn trade agreemsntse
slmiltansously, the matter would be quite different. But
if a considerable periocd, as must necessarily be the oase,
of months and even years intervenes between the first trade
agreement concluded and the last one, it is clear that the
countries with whom we last negotiate are peculiarly dis-
oriminated against through no fault of their own, In the
meantime, other countries have a favored posltion in our
markets from which they will not easily be dislodged even
after belated trade agreements have been made with the last
countries, Of necessity, there is an essential element of

arbitrary unfairness in the discriminations thus set up.
Iv.

Attention should be oalled to the fact that should we
adopt the poliey of refusing to generalize the concesslons

made, it would become necessary to &mend the Aot of
June 18,



June 13, 1934, which lays down the gemeral principle of
generaligation, but provides that the President may suspend
this sectlon with respect to oountries that discriminate
against the United gtates. In addition, it should be noted
that 1t would very likely become necessary to denounce some
of the unconditional most-favored-nation treaties &nd
executive Agreements which we now have with some thirty
countries. Te do so would lose us the great advantages
which now flow to us from these Agreements,

In addition to the countries covered by unconditiomal
mogt-favored-nation treatment, the United Btates ie in
point of faet aggorded, with the exception of & very fow
gountries, the benefits of conoessions made by other forelgn
countries in their trade agreements. Only relatively few
countries puch as France, Oanada, and Bpain refuse to
generalize to us the tariff concessione which they make to
other countries. Thus, in the regent trade agreements be-
tween the United Eingdom and some ten forelgn countries,
the concesslons made have been generalized to the United
gtates, Examples of commodities of some lmportance upon
which concessions have been made either by the United Eingdom
or by the countries with which she negotimted, including
gweden, Norway, Finland, Denmark, Iceland, Latvia, Estonla,
Argentina, Russia, and Germanmy, are the following commodities:

Lumber



Lumber and lumber manufagtures, motor oyoles, cotton fabrice,
cotton yarne, sllk products &nd eilk manufactures, hoslery,
varnishes, oile and polishes, automobilles &and parts, copper,
gunpowder and dynamite, misical instruments, and certain
iron and steel products, To be sure, the partioular items
covered in theee various broad olassifications Are generally
fupplied mainly by other scurces and the benefits gained by
the United Btates are therefore relatively minor., The same,
however, would aleo be the came for the moet part with re—
speot to the generalipatione which other countries would
gain from the trade agreements which we make,

True, & tendenoy to discriminate against Ameriocan trade
in measures lying outside of the tariff field (euch ae
exchange control poliey, queta poliey, government monopoly
purchasing, eto,) has spread throughout many of the coun—
tries of the European continent, and ie aleo belng practioced
by two Bouth Amerilcan countries, Argentina and Uruguay,
whose commercial dependence on Oreat Britain is marked., In
virtually all these countries, however, the discrimimatory
action ie based on the argument that this country has oclosed
its doors unreasopably to their goods; hence 1f we are able
in the course of our negotliating program to make concesslons
to these countries on & most-favored-nation basis these
dlporiminations would be largely eliminated,

T.
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While it is true that the generaligation of comcesslons
presente certain difficulties to & trade agreements program,
the very exhaugtive studies which our country oommittesn have
thus far made of & conmiderable nusber of countries ahow
conclusively that the warious countries are in point of faot
prepnderant suppliers of such & large 1list of commodities
#hat 4t is quite feasible to enter imto trade agresmenta under
the conditien of 1imiting conceseione to commodities of which
the country in gquestion is a leading supplier., MNoreover,
future negotiations are constantly held im zind eo that
desirable bargaining material is withheld when necessary for
future negotiations, The Inter-departmental Trade Agreesents
Qommittes, the warious OountTy Committess that have been
established, and the commodity specialists in the Tariff
Qommission, in the Department of Oommeroce and the Department
of Agriculture, are in agreement on the proposition that it
is quite femsible to make thoroughgolng and subetantial trade
agresments with all the importent countriss of the world under
& policy of generalisation of concessione. In view of the
advantages both direot and indirect that would result if &
most-favored-nation pelicy oan be sustained and made the basie
of sucoessful treaty negotimtions, 1t would appear to be
advisable that this Qovernment contimie to maintaln this
policy during the firet periecd of development of 1its trade

agresment prograsm,

T
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UNITED STATES BALANOE OF TRADE

Exporte of Merchandiee from the United States
were greater than importe intoc the United Btates by
the following amounts}

Tempnocosrins el 000,000

1930scsecessnsness 788,000,000

1038010 0i0iill 2897000,000

These balances were more than offset by net
tourist expenditures, net immigrant remittances, and
net freight payments. BHowever, the inclusion of net
receipts on foreign investments left the United
Btates with a favorable balance on ocurrent account
(gold movements excluded from current transactions),
this balance ranging from §735,000,000 in 1938 to
approximately $130,000,000 (preliminary figure) in
1933, In general, the annual decline in the ourrent
balance was paralleled by a corresponding decline in
the net outflow of long~term capital, the latter,
however, being somewhat more erratio than the former.



Oanada

Trance

Germany i 2333,1
:

italy

Total

i
:
i

1938 : 1839 : 1931 E 1933 1; ti 1938 i 1939 : 1931 31953
w: m_: . ] : ln A 3 : wi e
11 | ania | teal sl sl dens i s i
354.8 1 7,08 73,6ii 487.3%¢ 410.4 ¢ 16 i 133.4
101.8 : 117,0 ; g.a.ai g_a.a.:i 163.1i 153.9 i 54.8 1 i 49,1
H ; 135 4: 74 ¢ 847 3: 848.0 : 455,9 : 388.3

H
4091.4 § 4399.3 ¢ 2090.8: 1333,7i: 5138.3: 5340.9 : 3434.3 : 1611,0



FRENOH BALANOE OF PAYMENTS

The merchandise import balances of France during
the perlod 1938-1932 were as followai
m&.----....-..-‘ﬁﬁ,m,m
mgiﬁﬁiiil!-lltile,m’m
lﬂm---'--;p-----sfa,m.m
lgn‘i-iiiiiiiiliﬂl’m'm
lmit-li-iiv-iliag?.m,m
During this period France was also a heavy im~
porter of gold; also, in 1839 and 1930 a net exporter
of capital. (In 1938 France was & net importer of
capital and for 1931 and 1932 data are not available.)
The principal items offsetting the import balance
have been net tourist receipts, reparations recelpts
(which exceeded payments to the United States and the
United Kingdom on war-debt acoount), and net interest
and dividend receipts on investments abroad.



M%_’i‘r with T It United K m

the 3 e 10T 8

(In Millions of Dollars)  Imports From :: Exports To

Country Elgg;;gaa_i_ll:m EE 1.935;193351531;1@53

Ganada _ {_33.6% 38,0 i 33.5i 30.8 i 36.8) 8.9 { 13.4 i 6.3

Germany 1 198,1 i 359.3 : 240.7 ; 141.8 :; u.u 185.9 : 107.7 : 86.8

Italy E ﬁ.?i _ﬁ_a_.li 58.3 :_3_4.;&:: aa.«n 86.6 ; 38.9 :; 33.3

United Kingdom: 307.6 3 338.4 i 145.9 i 98.3 :: 308. a: 396.8 :1g?.'r i 76.8
ited Btates : 843.1 : 380.8 : 148.9 : 114.4 ;; 115.5! 130.7 i 80.4 : 37.5
Total : 2102.8 : 3383.2 : 1654.4 :11&9.1 i: m.illﬂﬁﬁ.i illﬂﬁ.ﬂ : 771.8



QANADIAN BALANOE OF PAYMENTS

Oanada's commodity trade balance (including
adjustments for nom~commerciaml imports and importe
of ships) during the period, 1938-1933, was as
follows (in millicme of Canadian dollars):

1838 = 143 (export balance
1838 - 97 (import balanoce
1830 - 97 (import balancs
1821 = 1 (export balance
1832 - 83 (export balanoce

On tourist acoount Omnada received a net balance
estimated as follows (in millions of dollarse):
1938 - 188
1939 - 188
1930 - 1lé8
1831 - 178
1932 - 1a7
The net tourist receipts of Canada were roughly
offeet by net interest and dividend payments to foreign
bond and equity holders, which were as follows (in
millions of dollars):
1938 = 188
1838 - 170
1830 - 184
1831 - 181
1933 - 180
Including minor items Canada has baen & net
oreditor on ourrent amcocount (including gold sxports and
imports), the average net oredit being §88,000,000
during the three-year period, 1927-18929; §28,000,000 in

1931 and $61,000,000 in 1833,



Italy, the United
or :

(In Millions of Dollars m :: Exports To

Qountry ;_}mi-lﬁ‘gzlﬁl E_y;_;_azz 193511939% r_ns_liy_aa_
mes {ml gl asei U el lad kol
Germany : 17.0 : 20.7 : 18,1 : i: 43.3 : ta.l: m#

Italy : 4.3 : 4,3 : 5.0 : :: 18.7 3 gs.u: 14.5 :

United Kingdom § 185.8 : 194.0 : 149.4 3 33 _,_ﬁ___ima t

United States | 719.4: a_ga.uE 5a4.4£ EE 4'?3.11: 499.5: us.a:

Total 11108.9 ¢ um_: i

_ E

i: 1328.3 i 1383.78 799.8 &



GERMAN BALANCE OF PAYMENTS

In 1828 Germany had a merchandise import balance
of approximately $413,000,000. Bince that year she
has had esxport surpluses as follows:

1980 101IIIiIlll a810000,000

1958 11115010001500) 288,000,000

The recordsd sxport figures include reparations
in kind during the periocd up to June, 1933.

Germany aleo had a favorable balance from
sarvices in all the years from 1838 to 1933, in-
clusive.

In 1832, the principal ocffsetting item was the
charge for interest, amortization and repaymente of
prinocipal on German forelgn debts (other than inter—
governmental debts). Reparation payments, which con—
gtituted a heavy charge in the pericd from 1938 to
1931, inclusive, amounted only to about §12,000,000
in 18933.




m, Italy, United

Trade with m France

(In Millions n{_ Dnl;_ggsl Imports From i3 Exports :n
2 : 3 3

Qountry : 1938 E 1939 : 1931 : 1933 E 1928 : 19239 : 1931 : 1932
Qanada Lfeef { Ii;l: 8.51% 28.6 i 18.8% 20, 11.3 P 7.2
France : uﬁ,‘?i 1 45,3 13 165.5% 8 1 i114.9
Italy : ;;;_,5_{__:.95_.}: _63.9 : 43,1 $% 130.5% 143.4 ¢ 81.1 § 53,1

1 1i 107.9 3§ 61.5 :: 383. 11 310.9 370.0 §106.3

United Btates § 483.4 & 4% 188.5 § 140.9 189 9: 336.0 ¢ 118.1 i 66.9
3 i m"—i_'_l_'!'i_ - i 3
3340.7 § 3303.0§ 16808.3 §1111,5 3i 2928.94 3311.5 § 3386.3 31367.0



ITALY - BALANOE OF PAYMENTS

Import merchandise balances of Italy during the
period 1828-1931, were as followsi
1838.......4...... $398,000,000
1830.............. 275,000,000

1831.....ivinnaa. 83,000,000
1058, .. vivreroroes  T6,000,000

Unlike France, Italy does not include reparations
in kind in the recorded merchandise import statistics.

Italy has comparatively few data available on her
annual balance of international payments. Presumably
Bhe 1s a substantial creditor on immigrant remittance
acoount as well ae on tourist expenditure mcoount,



ted Btates

:

ii 756.8 i 783.9

:
1
H H
3 3
; ;
i 118,1 { 140.7 i 80.1 § i4 ©7.5 % 93.4 {§ 58.7
3 3 13 ] 3
United Kingdom i 94,3 i 107.3 § 57.1 % i3 _74.9 % 78.8 i 63.5 ¢
3 3 ] 18 o e 3
i 2810.9 & 187.3 & @9.1 i it 80.9 % 90.3 i 54.4 ¢
: 3 [} 3 11 3 ] 1
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UNITED EINGDOM BALANOE OF PAYMENTE

The United Eingdom's import balances on mer—
chandise acoount sinoe 1928 have besn as follows:
1988 ..ovvee.... §2,2897,000,000
1888 ..... casens  B,381,000,000
108 .11lllil 303070000000
1938 ...cvsasass  1,185,000,000
The United Eingdom had net shipping earninga of
130,000,000 in 1838; B130,000,000 in 1839;
105,000,000 in 1930, and b80,000,000 in 183l. Its
income from overseas investments was h350,000,000
in 1938; ®350,000,000 in 19239; k230,000,000 in 1830,
and H185,000,000 in 1931. The balance of all other
items left available for foreign investment,
$135,000,000 in 1838; §111,000,000 in 19238; and
£37,000,000 in 1830. In 1931 there was a reduction
of 530,000,000 in net investments oyerseas.



Mill a orts om_ Exports to
: i : 11 i ! i
Jountry 11938 % 1939 : 1931 ! 1933 :: 1938 1939 i 1931 ; 1933
: [ 1 13 : ! i
Qanada i 378,0 E 385.8 148,7 § 1 i1 273 1 i 93.8 1 57.85
: i 13 i '

:
France i 295.0 % 375.1 § 185.3 § 66.6 :i 133.41 154.0 § 103.9 i 64.7
: i H : H

Germany : 310,1 § 334.9 : b | i1 199,38 179.8 i 84.0 61,1
Italy : 78,7 : 7 : 37.8 :t 89,83 77.8 : 45.2 1§ 30.3
ited Bt tali 1 i 43 4 : 293.7 :: 7 nl 322.0 ; 83.7 } 53.3

: 5940.8 & 3901,1 i 1§ 353138 3549.3 i 1783.8 :1aan.
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\'Ef DEPARTMENT OF BTATE
WASHINGTON

Decembar 22, 1934

My dear Mr. President:

I have received your letter of December 14, 1834,
transmitted by Mr. L. C. Marshall, Executive Sscretary
of the Nation&l Induetrial Recovery Board, covering
the subject of the complaint under Seetion 3(e) of the
¥ational Industrial Recovery Act with respect to im—
ports of rice from the Fhilippine Ielands.

I bhave proceeded in conformity with your instruc—
tions, set forth as follows;

"], therefore, requeet that you under-

take to segure, through the Governor General

of the Pnilipp{ua Islande &nd in consulta-

tion with the Agricultural Adjustment Admin—

igtration end the Netional Recovery Adminis—

tration, an informel arrangement which will

have the effect of preventi importe of rice

from the Philippine Islands Irom rendering

inerfective or seriously endangering the
maintenance of the Code of Feir Competition

for the Southern Rice Milli Industry ap—

proved by me November 21, 1933.°
0fficials of this Department have been in gonference
with officiale of the Agricultural Adjustment Admin=

istration

The President,
The White House.
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istration and of the National Recovery Administration
regarding this mitter, and these officlals in turn
have discussed the matter with General Cox, Chief of
the Bureau of Insular Affairs of the War Department.
A gommunication is being prepared for transmissilon to
the Governor General in the premises.

The matter is being held in strict confidence by
all Departments And agencles dealing with it, and
unless you direct otherwise it will be so held until
such time ns & definite arrangement may be made.

Faithiully yours,

(_W
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