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NATURAL INDUSTRIAL RECOVERY

MONDAY, MAY 22, 1933

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to call, at 10:15 o'clock, a.m., in

room 312, Senate Office Building, Senator Pat Harrison presiding.
Present: Senators Harrison (chairman), King, Barkley, Connally,

Gore, Bailey, Clark, McAdoo, Byrd, Lonergan, Couz;ens, Keyes,
La Follette, Metcalf.

The committee had under consideration $. 1712 and H.R. 5755,
bills to encourage national industrial recovery, to foster fair competi-
tion, and to provide for the construction of certain useful public
works, and for other purposes.

The CHAIRMAN. The committee will come to order. It wasthought we might expedite matters by having this hearing before
the bill came over from the House, bit that ;e would (1o nothing
until it passed the House, if it should, and we have asked Senator
Wagner to come this morning, and Mr. Richberg. So, Senator
Wagner, if you will proceed to explain the bill.

STATEMENT OF THE HONORABLE ROBERT F. WAGNER, UNITED
STATES SENATOR FROM NEW YORK

Senator WAGNErIt. 'Mr. Chairman, I have prepared what I think
is, in a logical form, a statement explanatory of the bill, with the
philosophy behind it, and I am quite willing, whichever suits the
committee best, either to be interrupted for questions at any time,
or when I conclude my statement, to answer any questions I may be
able to answer in relation to the bill.

The national industrial recovery bill lms as its single objective the
wide-spread and permanent reemployment of workers at wages suf-
ficient to secure comfort and decent living. This desired end is to
he reached by a twofold program, involving, Iirst, cooperative action
within industry, encouraged by law and sulpervised by the President
for the protection of thie public, and secondly, direct Government
expenditures for public wo(ks.
The bill marks a far-reaching (leprture from the philosophy that

the Government should remain a silent spectator while the people
of tl, ', citedd States, without plan and without, organization, vainly
attenl)t to achieve their social 1i(d economic ilefds. It reconizes
that ph)1lessioss a1d (liSjUIICti\.e efforts lead to waste, (lest i'iiction,
ex"10itatiofl, an(l disaster and that lpill)OsiVe planning awaits the
substittiion of regulated cooperation ii l)la'e of the tinlinit(d anl
frequently pernicious cognil)etitin)n which we have Ieretofore regardled
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as the sole guardian of the public welfare. This trend in thought
and action is accompanied by a widening concept of business-
that all business is affected with a public interest. That is the
necessary consequence of the growing complexity of our econoflic
machinery and of the increasing interdependence between one State
and all States, between one industry and all industries, between
employment anywhere and employment everywhere. At the same
time, the bill preserves as the central motivating theme of American
industry and voluntary action and individual initiative which have
contributed so markedly to our industrial progress. (ompetition is
not abolished; it is only nmade rational. In this bill we say that
business may not compete by reducing wages below the American
standard of living, by sweating labor, or by resorting to unfair prac-
tices. Competition is limited to legitimate and honorable bids for
the market and real gains in technical efficiency.

The first title of the bill, which is devoted to promoting coordina-
tion within industry, illustrates the new blend of public and pri, :.te
action which is necessary today. In order that government may
play its proper role, the bill centralizes authority in the President,
with power on his part to set up the agencies and appoint the officers
and employees necessary to carry out the new policy. He isauthorized
also to establish an industrial and planning research agency, to enlist
the aid of the Federal Trade Commission for necessary investigation
to modify or cancel any act;,m taken under the bill, and to terminate
the bill prior to its stated 2-year life by a declaration whenever the
national economic emergency will have ended.

Despite this centralized power, the emphasis is upon voluntary
action. To make competition sane rather than blind and destructive,
the bill allows any trade or industrial association or group to prepare
and submit to the President for approval a voluntary code of fair
competition. Such a. code of fair competition will set forth the best
judgment of those engaged in the particular trade or industry as to
the competitive conditions within the industry, specifically (1) the
standards of fair competition; (2) the trade practices which should be
banned as unfair, oppressive and designed to give advantage to the
employer with the lowest standards; (3) the methods which should be
employed to rehabilitate the industry increase its capacity to give
employment, and raise the living standards of those who labor in it.
These methods may include devices such as exchange of information,
cooperative marketing, simplification of style, standardization of
products, and many other features.

1% lien such a voluntary code is approved by the President, it
become es effective and. binding upon the entire trade or industry and
any action complying with it is exempted from the provisions of the
antitrust laws. In this manner we lift the plane of competition to
the level of the highest ideals prevailing in the particular industry,
and at the same time we avoid the regimentation of all industry
under a single inflexible set of rules.

It must be strenuously emphasized that the evils which the antitrust
laws sought to prevent are not overlooked. On the contrary, this
bill is designed to supplement the antitrust laws and further r the very
purpose for which they were enacted. In the first place, the dangers
of monopoly are aveted. The bill provides that no code shall be
approved unless the associatioll or g1rouj) which initiates it is truly•I
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representative of the trade or industry for which it speaks and admits
equitably to membership all who are engaged in the same trade or
industry. Nor will any code be sanctioned until it is proved that
approval will neither promote monopoly nor discriminate against
small enterprise. Thus the small business man and the consumer are
protected.

Secondly, the interests of labor are securely guarded and advanced
under the voluntary codes. No code will be approved unless it
embodies the following: (1) Recognition of the right of the employees
to organize and bargain collectively through representatives of their
own choosing; (2) prohibition of the antiunion, or "yellow dog" con-
tract as a condition of employment; (3) acceptance of the maximum
hours of labor and minimum rates of pay and other standards of
working conditions approved by the President. In this manner labor
is protected, not only from the dangers of the greater collective
strength employers might gain through their cooperative codes, but
also from the wage depressing tendencies which curtail consumer
demand and precipitate business decline and unemployment.

Thus far I have discussed codes which fre voluntary both as to
their (omr.etitive practice sections and as to their labor sections, and
it is priniarily upon such spontaneous action that the bill relies. I
am confident that industry, if given the opportunity to restore
national well-being, will respond with alacrity, patriotism), and vision.
But if any trade or industry cannot or will not cooperate in the forma-
tion of voluntary codes, 'the President is authorized, after proper
investigations aid hearings, to prescribe, for any trade or industry,
codes including all salutary and protective features embodied in the
voluntary codes, or if any trade or industry voluntarily arrives at
some of the requirements of a code and neglects othe's, the President
may in proper manner prescribe these others and combine all in a
general code. Another provision of the bill is that the President may
in the absence of need for a general code, or if such a code is imprac-
tical, prescril)e a limited code dealing only with maximutm hours of
labor, minimum rates of pay, and working conditions. These
various compulsory provisions" necessarily flow from what I have
said at the very opening of my reniarks-that disorganization in one
industry tends to jeopardize the prosperity of all industries ani that
inhuman conditions imposed upon one gioup of employees tend to
spread and tear down the working standards of all emlloyees. No
industry has a right to remain in a state of chaos.

In addition to the code provisions, the President is authorized to
enter into and approve voluntary agreements for the purpose of
efiecting the policies of the iill. "These agreements need not apply
to an enti,'e trade or industry, and do not bind those who are not
parties, but every voluntary agreement must contain all of the pro-
tective and labor feature of the codes, except. those provisions in the
codes which have reference to memblership in trade associations or
groups.

Senator CouzkENS. You said it did not necessarily apply to all of
these. Did I understand you right?

Setnator WAGNERt. These particular voluntary agreements that
may be entered into. That is something different. That is not a
code. In addition to the voluntary 'ode, and the compulsory code,
there is also provision that a portion of an industry may enter into

I I
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some agreement that is different from the codes, because the Gov-
ernment takes it out of the code for some specific purpose. For
instance, in some locality conditions exist that do not exist within
the trade generally, and that may require, rather than an exception
in the code, a definite agreement between the Government and the
individual industry.

Senator COUZENS. But all industry must come in under some one
of these three?

Senator WAGNER. Oh, yes.
Senator CouzENs. Agriculture?
Senator WAGNER. No.
Senator GORE. The three categories, what are they?
Senator WAGNER. The voluntary code, the compulsory code, the

licensing feature, which I will come to, and then there is the agree-
ment provision.

Finally, the bill has enforcement sections. Violation of any of the
revisions of the code by anyone engaged in interstate commerce or

business affecting interstate commerce constitutes unfair competi-
tion, and is a misdemeanor punishable by a fine of $500. A code may
be enforced by injunction proceedings in the Federal courts. In
addition, the President after public notice and hearing may license
business enterprise whenever he deems such a course necessary to
make effective a code of fair competition or an agreement or other-
wise to further the policy of the bill.

Senator COUZENS. At that point, there seems to me a misunder-
standing somewhere in my mind, that it is not necessary to license
that institution that comes within tiny one of these groups.

Senator WAGNER. No; that is a discretionary act on the part of the
President.

Senator COUtZENS. If a group gets together on a specific code, they
don't have to have a license?

Senator Wj..INER. No; if approved by the President, that is the
end of it. If an industry will not provide a code, or even if the pro-
viding of a code by the President might not be as effective as he might
like to make it, he can still provide a third method, namely, license
the industry. Or, he may also do it with a code in existence. I take
it that it will only be in extreme cases that lie will resort to that.

Senator COUZENS. In other words, if there is a recalcitrant manu-
facturer who refuses to join in one of these codes, lie can be enjoined
from doing business, or. getting a license?

Senator WAGNER. No, if he doesn't comply with the code, lie is
guilty of unfair competition, and then he can be prosecuted under
the sanctions provided here.

Senator COUZENS. Will you give us a ,description of what kind of a
case would require a license?

Senator WAGNER. it woUd be applied. W-an entire industry. The
President may deei4a. -that a certaiinn(I ustry, because of certain
conditions, requires the imposition of licenses before business maybe done. It is entirely discretionary.

Senator CoI zI..xs. Will you give fie a circumnstance that would re-
quire an individual license"? What kind of a case, in your view of it,
would require an individual license?

Senator WAGNER. As 1 said, I do not think except in very rare
instances, that the license provision will be resorted to, but the license
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would apply to an entire industry, or if there were such abuses, and
perhaps violations of the 'code, "that the President might think it
wiser, in order to have complete control of that industry, to provide
that no one in that industry might do business without first receiving
a license from the Federal Government, then all members of that
particular industry will hw ,e to secure a license from the Federal
Government before they can do business.

Senator GORE. Could the President revoke that license at. his
pleasure?

Senator WAGNER. Yes, for a violation of the code imposed by the
Federal Government.

Senator GORE. On what sort of hearing?
Senator WAGNER. After a hearing. It is provided that a hearing

may be had, before a license can be revoked.
Senator GORE. That is some 4t;q 7l affects the life anddeath of a particular indusW t 1k. has the power to

revoke the license.
Senator WAGNER YeW' 411'kl .'o " . ,, -7. ;
Senator GORE. WBdat fWe4"ted to ask you S6n' bikthis: Do you

think you could plaoe 'that "Wr in the a~kldw of a aQive officer?
Senator WAGNAU1:11-- R s 0
Senator GORXj.:V',0 el? f
Senator WAl of

individual, and w1U4e just t# d v ter itfairly and justly.i' We had the i1m.- fd a1 '" '4ar.
Senator Gorm., I know that --AdMkf' if I r these

words, put free-borw' A elt ns qut'busines h ut trial
by j ury.

Senator WAGmI A4 1Io~p~ottI bill S "tIf ourae
voluntary actiofa'idbiitiative on .; r t o iid& doubt
whether or not ttt~eobumpulsory, ds wiltmhi 'u ll except
on very rare occaioins;pbut, if youa* going to lltt the-twt.tdard, you
have got to have somew a on.i'h order to efod We code that
may be adopted.

Senator GORE. I undertand, bUt if youare--going to carry out
this system you have to have power t aty it out. My point is why
in a free country a free man oughtAt be'i*uired to take out a license
to engage in legitimate industry, and why somebody under our con-
stitutional system should be given the power to destroy the value of
his property, which you do when you bring about a situation where
he cannot operate. 'That seems to me approaching the point of tak-
ing property without due process of law.

Senator CLARK. Senator, do you think that the mere declaration
of emergency would make an act constitutional that otherwise would
be unconstitutional? You said it could be done in an emergency?

Senator WAGNER. No; but I think the powers exercised under the
Constitution may have a wider use for governmental activity than in
normal times. I mean, if I may say again, we may now regard that
all business is affected with the public interest in an emergency, where
perhaps if the emergency did not exist the courts might not justify
our going as far as that. But where the entire economic structure is
torn down and is in a depressed state, the only way we can lift it up
and have our economic structure survive, is by enabling business, as
a whole, to lift it up, and that is needed in order to bring about
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economic recovery. Then, I say, let all business be regarded as
affected by the public interest, which justifies governmental inter-
vention. It has been justified in other cases. We have made the
insurance business affected with the public interest, and it is upon
that ground that we regulate it now.
Senator CLARK. The Federal Government?
Senator WA(WER. The powers are the same, but the area within

which the power may be exercised is broadened. That is always so.
Senator CLARK. Senator, I don't understand you to say that the

Federal Government is regulating insurance companies under the
Constitution?

Senator WAGNER. No; I was talking about when business is affected
with the public interest because unless business is affected to the
public interest, it might be difficult to reach all of the trade activities
that we can reach--or at least, those that we want to be able to reach.
If you will let me finish t atement, I will be glad to answer
questions.

Senator KING. e postulate the view
that our corn have reached a high
position in ' political institu-
tions, is a mu tr itive system?

Senate Not at
Senate drawn largely

fron cartel system?
' a nati~rally

pann .yl can recover,
.cau hat struck us

down. not s we aa rationaliza-
tion o i h p, by exploita-
tion o 'stead of that,
we wal a high plane,where for

Senate" overnme authority g the authority
of the St

Senator we glating, and we do
regulate. a State. We regu-
late all sorts of ry. The same argu-
ment was used wh e workmen 's compensation
law within the States. philosophy is accepted. No one
today would think of changing it, except the man who wants to go
back to the days of a hundred years ago.

After a trade or industry has been subjected to license no one may
carry on such trade or industry in interstate commerce or in any
transactions affecting interstate commerce without first obtaining a
license, on penalty of $500 fine or six months imprisonment or both.

The constitutionality of title I seems clear. The declaration of
policy which embraces recognition of the present emergency, relates
to the welfare clause and the interstate commerce clause of the
Federal Constitution, both of which authorize Federal action. Obvi-
ously the conditions produced by the emergency ,ffect the general
welfare. And it is equally true that many commercial and industrial
practices which in normal times would have only intrastate signifi-
cance are magnified to national importance during a period of severe
strain, and burden interstate commerce. Again, the delegation of
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quasi-legislative functions to the President is vindicated by the
careful standards for action which the declaration enunciates-the
elimination of unfair competitive practices, the reduction and relief of
unemployment, the improvement of standards of living, the rehabili-
tation of industry and the conservation of natural resources.

To some it may appear that we are venturing far from the original
purposes which guided the fathers of our Constitution. In sober
truth, we are acting under the compulsion of the economic situation.
The Constitution is not an inflexible document. It is broad enough
to encompass the measures necessary to rescue this Nation from its
present crisis.

The bill is drawn to expire at the end of 2 years. It is frankly
an experiment. But it is an experiment worth making, for our
objectives are to preserve the merits of competition and to avoid its
abuses, to multiply the opportunities for employment and to lift our
standards of living. The bill establishes that exploitation shall no
longer be an advantage in the race for success and that the highest
ideals of those engaged in industry shall determine its standards of
action.

I just want to say a word on title 2, the public works program.
Senator BARKLEY. Would you rather finish your statement on

title 2 before being interrupted by questions?
SenatorWAGNEiR. Yes.
I come now to title 2 of the bill which relates to the public works

program. The purpose of this title is to create direct and indirect
employment for several million men and women through the launching
of $3,300,000,000 worth of construction on Federal, State, and munici-
pal projects and on certain private projects devoted to public use.

This large undertaking is directed toward the vital.spot of the
depression-the crucially imperative need of opening jobs for the
men and women who have been searching vainly for work for the past
3 years.

I suppose that no proposal has been more wideIy discussed through-
out the period of depression than the one to en arge the volume of
public construction as a means of relieving the distress of unem-
ployment and as a measure of business stimulation. Some writers
on the subject, however, have confused the volume of debate with the
quantity of construction prosecuted and have come to the wholly
erroneous conclusion that public works as a remedy has been tried
and found wanting. The easily demonstrable fact is that the remedy
haF, never been tried.

On the contrary, the volume of public construction, including
Federal, State, and local, has steadily declined during the emergency.
In 1932 public construction was not greater in volume than in 1930
but actually one and a half billion dollars less. Two and a half
million workers are normally directly employed in construction
activities; two-thirds of them are today out of work.

The degree of unemployment is even more intense in the industries
which supply materials for construction purposes. As an illustration
may be taken from the report of the Bureau of Labor Statistics for
the manufacture of brick, tile and terra cotta, where the number of
employees on the pay roll on January 15 last average less than 20 per
cent and the amount of the pay roll less than 8 percent of the average
for 1926.
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Senator BAILFY. But that was in January.
Senator HASTINGS. What was that?
Senator BAILEY. That was in mid-winter, against the average for

the whole year.
Senator WAGNER. The season does not affect building construction

nearly as much.
Senator BAILEY. It affects the manufacture of brick very greatly
These figures disclose the fact that public construction was allowed

to fall off during the period of emergency to an insignificant amount
at the very time that for obvious reasons, the amount of private
construction was rapidly approaching the vanishing point.

That policy, illogical as it was, corresponded precisely as to the
equally illogical policy pursued during the preceding boom period
when public construction very substantially increased above normal
and competed with private industry for labor and materials.

That kind of haphazard activity, lack of correlation and planless-
ness are distinctly among the causes of the current economic catas-
trophe.

In 1931 when Congress passed the Federal Employment Stabiliza-
tion Act and again last July when it enacted the Emergency Relief
and Construction Act, both of which measures I had the honor to
introduce, we declared in favor of a new policy-a policy of planning,
of adjusting public activity to private activity so as to promote
equilibrium rather than to emphasize confusion.

The requirement of the Emergency Relief and Construction Act
that no project shall be eligible for a loan unless it be self-supporting
and self- i uidating from revenues other than taxation and the very
severe and legalistic administrative policy of the Reconstruction
Finance Corporation with respect to construction have rendered the
purposes of the 1932 act unfulfilled and, indeed, untried.

The conditions which confront us today are serious. The emergencyis still very grave. The only new and helpful factor is that the
country is imbued with a spirit of confidence in reliance upon the
program of the vigorous action unyieldingly insisted upon by the
Administration. This bill forins a very important part of that policy
of action and the American people are looking forward to its passage
with hope and anticipation.

The underlying principles of the public works proposal are, in my
judgment, too clear for dispute:

(1) A vast number of men are without work. They must be and
are being maintained at public expense. I submit that it is sounder
business, better government, and a more humane policy to pay these
men for useful work than to keep them in idleness.

(2) We cannot emerge from the depression until there is a sus-
tained resumption of enterprise. That cannot occur through private
initiative alone until business men see a prospect of profit. Govern-
ment construction, however, is not undertaken for profit and can,
therefore, be initiated without waiting for an upturn of business.

(3) Public construction distributes purchasing power without at
the same time adding to the supply of competitive goods in search of a
customer. It is, therefore, ideally suited to serve as a means of
priming the pump of business.

I have said on another occasion that a pump cannot be primed with
an eyedropper. It is, therefore, important to know whether enough
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construction can be promptly released to have a substantial effect on
business and employment. In answering that question we have a
ready guide in the record of previous construction. The amount of
public construction activity undertaken in 1931 and 1932 was so far
below normal as to result in the accumulation of an aggregate deficit
of about $2,000,000,000 worth of projects. These would have been
prosecuted but for the difficulty of finding funds for the purpose.
To that figure should be added the volume of construction that would
normally be launched in 1933. Obviously, there is a large reservoir
of useful projects that should be undertaken to meet the normal
requirements of various communities of the United States. They
include such enterprises as sanitary works and water works essential
for the protection of public health, traffic facilities, schoolhouses,
and an almost infinite variety of other projects needed in the
public service and for the normal development of our States and
municipalities.

Title 2 of the bill authorizes the creation of a Federal Emergency
Administration of Public Works, which is directed to formulate a
program of public construction. That program may include the
construction, repair, and improvement of public highways and park-
wa .s, public buildings, and any publicly owned instrumentalities and
facilities; the conservation and development of natural resources,
including water works, flood control and river and harbor improve-
ments. With the approval of the Interstate Commerce Commission
railroad maintenance and equipment may be included.

The bill further authorizes the inclusion within the program of any
project which is now eligible for a loan from the Reconstruction
Finance Corporation under section 201-a of the Emergency Relief
and Construction Act. That is important since the authority of the
Reconstruction Finance Corporation to make loans for construction
purposes is terminated by the bill. Sections 202 and 203 transfer
that authority to the President.

An important provision is that which authorizes the construction
under public regulation or control of low cost housing and slum
clearance projects. I know of no more useful area in which to invest
public funds than the provision of adequate housing for families of
low income.

Authority to disburse the funds made available by this title is
centralized in the President. He may act through such agencies as
he shall create or designate. He may engage in the construction
directly. He may finance the construction by loans to States,
municipalities, or other public bodies and to certain private corpora-
tions engaged in the construction of projects devoted to the public use.
He may aid in financing such construction by purchasing securities,
guaranteeing securities or in any way he deems advisable to carry out
the purposes of the bill. In addition, where necessary to make the
construction move forward, the President is authorized to make
outright grants to States, municipalities, or other public bodies in
an amount not exceeding 30 percent of the cost of the labor and
materials employed upon a project.

Scction 204 is devoted specifically to road construction. It
authorizes the President to allocate for that purpose an amount
not exceeding $400,000,000 to be spent on the Federal-aid highway
system and upon secondary or feeder roads.
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Senator COUZENS. Is that to be matched by the States?
Senator WAGNER. No. The fund allocated for this purpose is to

be apportioned to the several States; three fourths upon the basis
provided in the Federal Highway Act and one fourth on the basis ofpopulation.

The CHAIRMAN. Why was that policy changed from the present

law?
Senator WAGNER. The allocation is as the present law, except as

to one fourth, one fourth by population and three fourths upon the
old basis.

The CHAIRMAN. Why was the present law with reference to the
allocation of funds for public highway construction not adhered to?

Senator WAGNER. You mean in requiring the States to match?
Senator GORE. No the allotment among the States.
Senator WAGNER. The allotment among the States, three quarters

of it is according to the present method, and one quarter according to
population, because I think it is fair in an emergency of this character,
that some of the States which are highly industralized, where there is
a great deal of unemployment, under the system now employed will
not get very much aid out of this, because of the restriction. So it
was thought that this would be a fair distribution all around.

Senator BARKLEY. The present law takes into consideration popu-
lation to some extent.

Senator WAGNER. To some extent, but not to a major extent.
Senator BARKLEY. Population and road mileage.
Senator COUZENS. But that doesn't require matching in any sense?
Senator WAGNE:R. No; the Federal Government incurs the entire

expense.
'Senator COUZENS. And there is no repayment at all.
Senator WAGNER. No.
Senator GORE. And it is not limited to post roads?
Senator WAGNER. No.
Senator BARKLEY. Don't you think you had better say, in that

language on page 17, "the funds apportioned under this act shall not
be matched," because it might be construed to apply to the present
law, the way it is.

Senator WAGNER. Yes; I think that may be well.
Attention should be called to the fact that section 204, dealing

with road construction, greatly liberalizes the purposes for which
road money may be spent. The emphasis is laid upon the elimina-
tion of hazards to highway traffic, such as the separation and removal
of grade crossings, the widening of narrow bridges, the construction
of routes to avoid congested areas. The possibilty of using these
funds for such purposes is particularly important in centers of popu-
lation. The bill provides however, that in connection with the
elimination of railway grade crossings the fund shall not be used for
the acquisition of any land, right of way, or easement.

Adequate provision is made in the bill to give assurance that the
moneys made available shall be employed in giving the maximum
amount of employment at an adequate level of wages. Section 205
is addressed to that subject. It provides that every contract and
every loan or grant made pursuant to this title of the bill shall con-
tain the necessary provisions to insure (1) that no convict labor
shall be directly employed on any such project; (2) that the 30



hour week shall prevail; (3) that all employees shall be paid wages
sufficient to provide a standard of living in decency and comfort;
and (4) that preference in employment shall be given to ex-service
men with dependents.

The $3,300,000,000 required to carry out the purposes of the bill
are to be raised by Government borrowing and provision is to be
made for the imposition of a tax sufficient to pay the interest and
retire the Government obligations issued to finance the construction
program.

I have long maintained that it is entirely proper to borrow for
public construction. The improvements to be erected are relatively
permanent and it is sound practice to spread their cost over a number
of years not exceeding the estimated life of the structure. That, as
a matter of fact, is the usual practice of private business.

The authority conferred by the public-works title of the bill will
expire at the end of 2 years or sooner, should the President declare
the emergency ended. The only exception to that is that the President
may continue to issue funds until January 1939, under agreements
made with borrowers prior to the expiration of his power to make
loans.

In considering the public-works program there is an important
factor which must not be overlooked, and that is that the expenditure
of large amounts of public moneys upon public works will inevitably
induce the investment of substantial amounts of private funds. The
construction of a waterworks may make a whole area suitable for
residential development. The improvement of a traffic facility may
invite the erection of a business enterprise. The fundamental fact
to remember is that the distribution of purchasing power and the
resumption of investment which this bill involves will have a stimulat-
ing effect and help to revive all forms of business activity.

Both parts of the bill are designed to provide tin immediate impetus
to employment Pnd that is the inescapable necessity of the present
moment. The direct expansion of public activity and the definite
encouragement of private activity which are the designed purposes
of this measure cannot fail to provide a foundation upon which thepublic confidence inspired by the President will continue to grow.
This bill provides the chart and conpa1ss for a program of recovery.
If it be administered, as I know it Will be, with the vigor and resource-
fulness which the President has exhibited in all his actions, it will
contribute mightily toward the rehabilitation of the economic life
of the American people.

The CHAIRMAN. Any questions?
Senator CLARK. What rate of interest is provided for on these loans

to public bodies for public construction?
Senator WAGNER. That is entirely within the discretion of the

President.
Senator CLARK. On what terms will these loans be made?
Senator WAGNER. That is also within his discretion.
Senator COUZENS. Will you give us an example of a case where it

might make a loan to t private corporation for erecting a public need?
Senator WAGNER. A tunnel or a bridge. They are enumerated in

the act itself.
Senator COUZENS. And the rav'enneq from those activities would

liquidate the loan?

NATIONAL INDUSTRIAL RECOVERY
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Senator WAGNER. Yes; so far as private loans, loans to a private
corporation, for a project devoted to public use, the requirement still
exists that it must be self-liquidating in character.

Senator COUZENS. You mentioned two.
Senator WAGNER. That is a loan to a public body.
Senator COUZENS. Is that expected to be repaid?
Senator WAGNER. Yes; that is a loan to a community.
Senator CouzENs. I am trying to discriminate between those which

are not expected to be repaid and those which are expected to be
repaid.

Senator WAGNER. They are all based on loans, except there is a
discretionary provision in the act that the President, where he deems
it advisable, may grant to a State 30 percent of the cost of the labor
and the material upon any project.

Senator COUZENS. And that is not to be repaid?
Senator WAGNER. That is a grant, not to be repaid.
Senator COUZENS. Under that provision of the act the President

may charge one State the full amount with interest and another
State he may reduce it 30 per cent?

Senator WAGNER. He has the power to do it. I doubt whether
that will be done. In all these matters we have to rely upon the
justice and the integrity of the Administrator.

Senator CouzENs. I quite understand that.
Senator WAGNER. You cannot make an absolutely inflexible rule.
Senator COUZENS. I am just wondering how you can set up 2

standards in dealing with 48 States. It seems to me it is unfair to
the President to ask him to discriminate between States.

Senator WAGNER. I think that may be helpful primarily to the
small communities which may need some public projects and have
not the finances with which to finance the entire project, and yet
it might be desirable to keep the working people living in that sec-
tion rather than compel them to go to some other community in
search of work. There he may deem it a worthy thing and one in
the interest of the general public welfare to grant a portion of the
cost of construction. I don't think it will be generally used. If
used at all, it will be used in those smaller communities. That is
my conception of it.

Senator COUZENS. Can you interpret that act so that the Govern-
ment would put up the money to build a grade separation? I under-
stood you mentioned that.

Senator WAGNER. That is under the highway provision; yes.
Senator COUZENS. In that case it would be a grant to the State

without repayment?
Senator WAGNER. Yes. All highway construction is. That is

under the 400 million for public highways. That is a grant to the
States. We used to grant them one half and during this emergency
we are granting the entire sum.

Senator COUZENS. And none of it is to be repaid?
Senator WAGNER. None of it; and under the old system, that

which we gave was never repaid.
Senator COUZENS. I understand that. But now instead of giving

them 50 percent, you are giving them all.
Senator WAGNER. Yes;because of this emergency.
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Senator COUZENS. So that under this act the public works con-
structor could authorize an expensive grade separation as a road
improvement?

Senator WAGNER. I think so, yes.
Senator COSTIGAN. Why did you decide on $400,000,000 for

highways?
Senator WAGNER. I didn't decide on it. But those who are con-

versant with the situation, including some Senators who are par-
ticularly interested in the highway feature of the bill as a means of
reemploying people advise that that is the sum that is necessary.

Senator COSTIGAN. A much larger sum could be expended for
grade crossing alone.

Senator WAGNqER. All within the discretion of the committee. I
don't propose to be any kind of an authority on that subject, and I
am quite willing to rely on those who know more about it than I do,
as to what the limitation ought to be.

Senator CLARK. What provision is made for flood control and river
and harbor work in this act?

Senator WAGNER. Section 202-
The CHAIRMAN. Do you mention that specifically?
Senator WAGNER. Yes; I think we do, in sufficiently clear language.
Senator LA FOLLETTD. There is all-inclusive language.
Senator WAGNER. Yes.
Senator CLARK. I have that section before me. What I was

getting at was the reason for setting it out in detail.
Senator WAGNER. "Control of water, conservation and develop-

ment of natural resources, including control, utilization, and develop-
ment of water." As suggested to a member of the House Committee,
who was a little apprehensive, so far as I am concerned, I think is
clearly covered, but if you want to use the words "flood control"
instead of water "control", you may do so.

Senator CLARK. What about navigation projects?
Senator WAGNER. I am sure it is there.
Senator CLARK. Navigation projects, you say, are covered?
Senator WAGNER. That is control of water, isn't it?
Senator CLARK. What I am trying to get at is the reason for simply

covering flood control and navigation projects and matters of that
sort in one general phrase of that sort, and then going into detail on
the matter of highway construction.

Senator WAGNER. Well, that is a little different subject. Flood
control has always been covered in these general terms, the words
"flood control" and I think the more inflexible you make it, the
better for the administrator.

The CHAIRMAN. It was clearly the intention of those who drew this
bill that flood control should be included.

Senator WAGNER. Of course. That is a very important feature,
and if there is any apprehension, I have no objection to the use of
any words which you think would make its object clearer.

Senator CouzENs. When you come to put in the transmission of
electrical energy as one of the provisions, is that intended to carry on
with the Tennessee Valley development?

Senator WAGNER. That act itself, I think, provides--you mean
beyond Muscle Shoals?

176260--38-2
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Senator COUZENS. Yes.
Senator WAGNER. I don't know what it is intended for, but it would

authorize it.
Senator COUZENS. Is there any other place where transmission of

electrical energy could be engaged in other than the Tennessee Valley
development?

Senator WAGNER. I can't think of any offhand, sir.
Senator GORE. Senator, in regard to the philosophy of this bill. I

don't want to argue about the wisdom of it, for I respect your views
on that subject. But as to its character it is revolutionary, isn't it?

Senator CouzENs. I don't think so. 1 don't think it is revolution-
ary to substitute for a competition which has been destructive of in-
dustry a method of competition which will rehabilitate industry and
rationalize competition.

Senator GORE. This act, if passed, will mean that the constitutional
rights of a citizen and the constitutional powers of the Government
will vary with the variation of economic conditions and the state of
inind of those in authority, will it not?

Senator WAGNER. I think that has always been the philosophy of
the law. We passed in New York State a law which permitted
municipal judges to determine what rent a man ought to be required
to piay for the occupancy of a house during an emergency.

Senator GORE. Yes.
Senator WAGNER. And the United States Supreme Court held that

to be constitutional.
Senator GORE. But the Supreme Court held, in the Louisiana Sugar

Refinery case, that an act passed by the Louisiana Legislature, under-
taking to impress sugar refineries with a public interest, that the act
was void, and held the question of whether or not an enterprise was
charged with a public interest was a matter of fact and not a matter of
mere legislative words.

Senator WAGNER. Perhaps it is a matter of fact, yes. Was that
during an emergency?

Senator GoRE. I don't think it was to relieve an emergency.
Senator WAGN R. Or was it permanent legislation?
Senator GORE. It was permanent legislation, although I believe it

was duringthe war.
Senator WAGNER. I can understand, in the first place, that a busi-

ness might be affected with public interest during an emergency that
in normal times might not. Secondly, I can understand in taking an
individual case, you would not call that affected with public interest,
whereas if you take industry as a whole, our whole economic structure,
you could say that is affected, in an emergency, with the public inter-
est. Because in one situation, without Government intervention we
are dragged down, and with Government intervention we are lifted up.
That would justify it being regarded as being affected with the public
interest.

Senator GORE. Your statement that it would vary with economic
conditions, and that in a depression the Government might have
power, doesn't.that make the constitutional right of the citizen depend
on varying circumstances?

Senator WAGNER. No. We are still exercising all those powers
under the Constitution, not in defiance of it.
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Senator GORE. Doesn't the power to license and revoke the license
of private enterprise deprive the owner of property of his property
without due process of law? If he can't use the property, it is
valueless.

Senator WAGNER. Of course that all-
Senator CouzNs. Depends on the facts.
Senator WAGNER. We can't be dogmatic about that. It depends

on the facts and what our situation is. Our society is organized and
our Constitution is adopted to protect society, hot to destroy it.

Senator GORE. Yes.
Senator WAGNER. And to say that we must prostrate ourselves to

an inflexible Constitution, so that we must permit pestilence, vio-
leice, famine, and all these other things to oppress us, and say
simply, "We are sorry, but we are prostrate before this inflexible
instrument, which has no life in it," is absurd.

Senator GoRE. But those framers of that inflexible instrument
provided a perfectly rational method of amending that inflexible
document, and steps have been taken recently to a mend it in order
to carry out or respond to the public will. Now, should it be said
that Congress should enfranchise the sale of liquor, or were it better
to amend the Constitution?

Senator WAGNER. That is not this thing at ill. We are getting
into another field which has no analogy at all to out present situation.

Senator GOE. It strikes me you are probably right, if you can
prohibit a man from using his property.

Senator WAGNER. We are not violating a single right guaranteed
by the Constitution. Otherwise we couldn't do it.

Senator GORE. For instance, there is a bottle factory in a small
community in Oklahoma. Suppose he obtains a license and that
license is revoked and he cannot use this property? That is what
I am getting at. Whether or not that is not too much power to vest
in anybody, whether Mussolini, Stalin, or anybody.

Senator WAGNER. If Congress has the right to (teal with it, it has
the right to select the agency to carry out its will. I think there has
been tn overstatement of dictatonal'p~ov'er. You don't call it dicta-
torial power if you give it to a commission of three, but you do call
it dictatorial power if you give it to a commission of one. We in
Congress can only express what we think ought to be (lone, but we
have to delegate the execution of that to some other power.

Senator GORE. I think whether or not it would be subject to judicial
review would be the controlling thing.

Senator WAGNER. Of course, we can't take anybody's property
away without due process of law.

Senator CLARK. You can if you declare an emergency.
Senator WAGNER. Not if the court says the emergency does not

exist.
Senator CLARK. I was just following the theory you just enunci-

ated, if I understood it aright.
Senator WAGNER. Any citizen that feels his rights have been

affected by this has the right to go into court and determine the
question as to whether Congress had the right to confer these powers
upon the President. There is no difference in that. If we can only
do this sort of thing in an emergency, and the court finds, as a fact,
that we have no right to assume that an emergency existed, that it
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was an arbitrary assumption, the courts can stop the whole thing.
We do provide that the basis of our action is the emergency.

Senator GORE. The Constitution says "Laws passed in pursuance
of the Constitution."

Senator WAGNER. This is pat.sed in pursuance of the Constitution.
The courts have said that over and over again. The same argument
was used against the rent laws. It so happens that I wrote the opinion
in New York on the rent laws and I heard the arguments on it. The
side that contended against the law, although they did not tell us how
they could prevent this famine, pestilence and all those other things
that might result from people being thrown out on the streets, or did
not tell us what we could do to prevent it, simply pointed to the
Constitution. We contended that the Constitution permitted it to
be done, and the Supreme Court sustained that. They said we were
right about it. So you have got a legal sanction for it.

Senator GORE. This undertakes to regulate hours of labor and rates
of wages. Would you require labor organizations to take out a
license, subject to revocation?

Senator WAGNER. No.
Senator GORE. Why not? Aren't there rackets going on today

amongst so-called labor unions?
Senator WAGNER. Well, if there are, isn't there sufficient protection

against them?
Senator GORE. Is there any reason why they should not be required

to take out a license, so that they would be called upon to observe
these regulations as well as the employers? Wouldn't that protect
legitimate labor organizations?

Senator WAGNER. That thing has been talked about, and there has
been that opposition to labor organizations ever since their organiza-
tion, and they have weathered all the storms, and they have helped
more than any one other element to bring up wages to a decent
standard.

Senator GORE. Since they have been organized and insisted upon
their rights they have rendered a great service, but the day may come
when they have the power to invade the rights of others.

Senator CouzENs. Let us deal with that when it comes, and not
anticipate it.

Senator GOlHE. The time has come, perhaps. I want to ask one
other question. You prohibit the use of convict labor in any sort of
construction. Is there any sound reason why convict labor should
not be employed on public construction, or any other sort of work
that will be paid by the taxpayer?

Senator W AGNER. I think here is. Do you think convict labor
ought to compete with free labor when free labor is starving?

Senator GORE. If he competes on work that would impose a
burden on the taxpayer, I think so. I think the taxpayers have some
rights in this set-up.

Senator WAGNER. That has gotten beyond an argument, Senator.
Senator CONNALLY. You are speaking about an emergency. Of

course you do not contend that Congress could do any more in an
emergency than it can in other times, so far as tile constitutional
grant of power?

Senator WAGNER. No, no; I do not.

16



NATIONAL INDUSTRIAL RECOVERY

Senator CONNALLY. So that a mere declaration of emergency does
not, after all in anywise affect our power to do a thing.

Senator WAGNER. Of course not.
Senator CONNALLY. You are basing your whole contention-
Senator WAGNER. What I said was I think we can reach farther

under the powers of the Constitution, reach a wider area in an emer-
gency than otherwise, because of the things and activities that would
be affected with the public interest that would not in normal times.
But we derive the power from the Constitution.

Senator. CONNALLY. You are basing your whole power to do this
thig on the interstate commerce clause, are you not?

Senator WAGNER. Yes- absolutely.
Senator COUZENS. And welfare.
Senator WAGNER. And welfare, to a limited extent.
Senator CONNALLY. The welfare clause doesn't mean much so far as

power is concerned.
Senator WAGNER. It refers to appropriations.
Senator CONNALLY. The welfare clause is merely a consummation,

in a way, of specific grants. You wish privilege for general welfare by
exercising the grants ou have under the powers of the Constitution.

Senator WAGNER. Yes. And I think other appropriations that are
authorized, if they are spent in the public welfare are under the wel-
fare authority.

Senator GORE. Under the Frothingham decision practically every
appropriation is.

Senator CONNALLY. There is no limit on the power of Congress to
appropriate and you cannot challenge any appropriation made.

Senator WAGNER. Whether challenged or not, we want to exercise
only authorities that are expressly given to us.

Senator BARKLEY. Senator, I would like to ask about section 3,
where upon application to the President by one or more trade or
industrial associations or groups, the President may approve codes
and so forth. What sort of groups do you have in mind?

Senator WAGNER. That was to make it all embracing. But groups
within an industry. There ma be cases in the same industry where
there may be different groups throughout the country, with different
conditions, and a uniform code would be impracticable, and so those
groups could get together.

Senator BAaKLEY. Do you mean by groups, associations like the
United States Chamber of Commerce, or the National Association of
Retail Druggists, or some organization that maintains a lobby here
in Washington?

Senator WAGNER. Of course not.
Senator BARKLEY. Or does it mean any group of people who get

together, large or small, whether organized or not, may come to the
President and demand certain things?

Senator WAGNER. Exactly, within an industry. The United
States Chamber of Commerce obviously could not come in under
this, because their organization covers all kinds of trades and in-
dustries.

Senator BARKLEY. Would this have to be an organized group with
a name, or could it be a self-appointed group of people that got
together?
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Senator WAGNER. It doesn't matter at all, as long as it is repre-
sentative of the industry.

Senator BARKLEY. The President is to determine whether it is
representative of the industry?

Senator WAGNER. Yes; and you notice we provide that the member-
shpin this group musy be free of any-

Senator BARKLEY. I am not contemplating a group that has a
membership that pays dues and has an annual eating. That is the
ordinary trade organization with which we are il familiar. I am
wondering whether this is broad enough so that voluntary, self-
appointed groups of men, that claim to represent an industry can
come to the President and say they represent it and that they want
this thing done.

Senator WAGNER. They can do it, but then the President deter-
mines whether they are representative or not.

Senator BARKLEY. If he determines they are, then all the rest of
that industry, whether they have been part of that group or not,
have to abide by the code that is set up?

Senator COUZENS. Oh, no; I don't think that is the interpretation.
Senator BARKLEY. Why not? That is what it means, isn't it?
Senator WAGNER. If the President finds the industry was fairly

represented in the formation of this code, and that the code ought to
apply to all within the industry in a certain area, he so determines.
And then all the industry in that particular area will have to comply
with that code.

Senator BARKLEY. And if it were a Nation-wide code, all the indus-
tries in that particular type of work throughout the country would
have to abide by it?

Senator WAGNER. It is hardly likely we will have a Nation-wide
code except on some very fundamental questions.

Senator BARKLEY. Let us take the steel industry, or the oil indus-
try. The conditions there are pretty much the same in one part of
the country as in another. Is it contemplated-

Senator WAGNER. As to wages and hours of labor, too?
Senator BARKLEY. Yes.
Senator WAGNER. In some sections they say the cost of living is

higher than in others, and the bill provides that the locality, skill,
and experience must be taken into consideration.

Senator BARKLEY. So that this bill makes it necessary for an
unorganized industry-that is, those who have no trade associations or
trade groups-to form such organization in order to either present
things to the President or to protest against their being presented by
somebody else who decides that they want to organize a little group
to represent a certain industry?

Senator WAGNER. I think so.
Senator BARKLEY. It would result in the universal organization

of either advocates or opponents of anything that was asked of the
President, would it not?

Senator WAGNER. Yes; I think so. But I see no other way. We
have got to have some form of organization.

Senator BARKLEY. You refer here to unfair trade practices and
unfair competition. Would that authorize the President to put into
effect a code or an order carrying out the intentions of perhaps cer-
tain groups of people who have been for 25 years trying to get
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Congress to pass what they call a Fair Trade Act, that would pre-
vent a person from reducing the price of anything he has in this
store if it were below what somebody else paid for it?

Senator WAGNER. I doubt whether price fixing is going to be a
part of that. That is a matter of administration. But of necessity
if you are going to regulate your hours of labor and provide for a
certain standard of wages, it is bound to raise the level of competi-
tion. It will rationalize competition.

Senator BARKLEY. I know, but we all know that for years an
effort has been made to induce Congress, by legislation, to reverse
the decisions of the Supreme Court, in the matter of price fixing by
the manufacturer, after goods have passed down into the hands of
the retailer, regardless of location or cost of doing business in one part
of the country as compared to another. That has been the policy of
certain business groups. I am wondering whether, if this language
is left as it is, whether they will immediately pounce upon the Presi-
dent in an effort to induce him to adopt such a code as would prevent
the thing which they have been undertaking to get Congress to pre-
vent, the reduction of prices on retail goods in stores, on the ground
that it is an unfair practice and is unfair competition.

Senator WAGNER. I can't think of such a situation, Senator. Of
course, I am not a clairvoyant. What I think we have primarily
in mind is to raise the standards of industry so that in the field of
competition you being with a decent living wage and decent hours,
and then with that as a basis you are still in your area of competition.
In other words, you are preventing the sweatshop fellow this 10
or 15 per cent of an industry which has been dragging te whole
thing down by the exploitation of labor, from doing just that. We
want to prevent that. We want to raise them all up to a higher
standard, and then have your competition with this as a basis.

Senator BARKLEY. With that I am in entire harmony and sym-
pathy, but I am wondering whether the President is to be authorized
to go into the retail end of it, the control of the retail business of the
country, and fix prices, or issue orders that will prevent a merchant
from selling a hat for $2.75 when somebody else is selling it for $3.

Senator WAGNER. There are the restrictions that the code must
be fair to the consumer, fair to the competitor, fair to the public
generally, and I think these prohibitions are sufficient, together with
a just administration, to take care of that situation.

Senator CLARK. Does the act contain any definition of the term
"industry"?

Senator WAGNEIt. No; I don't think that is needed.
Senator CLARK. We have had a definition of agricultural industry,

the oil industry, things that really have to do with natural resources.
You stated a moment ago this does not include the agricultural indus-
try. It seems to me without a definition nobody knows what it
includes.

Senator WAGNER. We have taken care of that right at the end
haven't we?

Senator COuZENS. Section 8, I think, on page 9.
Senator WAGNER. Yes.
Senator CONNALLY. Senator Wagner, may I ask a question?
Senator WAGNER. Yes; there it is right there. We are providing

against a conflict with the agricultural bill right in the act itself.
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Senator CONNALLY. Senator Wagner, the effect of this measure, so
far as industrial prices are concerned to the consumer will be, of
course, to raise the level of those prices?

Senator WAGNER. Yes.
Senator CONNALLY. And one of the major purposes of the bill is

to give industry a larger price for what it produces?
Senator WAGNER. I take it that that will be the effect of it.
Senator CONALLY. That is what I meant.
Senator WAGNER. Because the wage earner gets more.
Senator CONALLY. If wages are increased and the industries are

allowed to make their agreements as to codes of ethics, they are going
to make them, of course, in such a way as to make their business
profitable. How is that going to affect the situation in r yard to
farm relief? We have been tellin; the farmers for years anA years
that he is paying too much for his industrial purchases, that he is
not on an economic level with industry, and that industry has been
jacked up above agriculture. Now, we have undertaken to help him
through the Farm Relief Act, which has not yet begun to function
and now if we come along in this bill and raise industrial prices still
higher than they are now, what are we going to do to improve him?

Senator WAGNER. We could put them both on an equality and
this is the objective sought by the administration. Now, with the
farm bill to raise the prices of his commodities, and this bill to pro-
vide purchasing power-and I think you will agree that unless we
have got a large number of people working with an adequate pur-
chasing power, the farmer cannot sell his commodity.

Senator CONNALLY. That is true.
Senator WAGNER. Those are complementary, those two acts.

But the farmers now are not on an equality.
Senator CONNALLY. He is down now, and we are trying to move

him up by the Farm Relief Act, and now if we move industry up a
little further--

Senator WAGNER. No, we are not going to do that. I think they
are going to be on a level.

Senator CONNALLY. I am just trying to get your reaction.
Senator WAGNER. Of course, that would be an absurd thing, to

bring agriculture up a little way, and lift industry up so that that
same old margin existed.

Senator CONNALLY. But the purpose of this bill is to raise indus-
trial prices above what they are now.

Senator WAGNER. Certainly. You consider that a worthy pur-
pose, don't you?

Senator CONNALLY. Not if they are too high.
Senator WAGNER. At the present time business is bankrupt

because prices are too high.
Senator CONNALLY. Not if they are too high, I repeat, as compared

with agriculture.
Senator COEIZENS. They can't sell at the present low prices.
Senator LA FOLLETTE. Senator Wagner, did you and your asso-

ciates consider the advisability of conferring power upon the President
to amend or revoke these codes of fair competition in cases where it
was demonstrable that the public interest was being injured by their
continuance?

I
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Senator WAGNER. That is right in the act. He may modify, cancel,
or do anything to the order.

Senator BARKLEY. This bill is to last for two years, I believe, unless
the President shall sooner declare the emergency over. What
happens to all the orders and the codes that have been issued during
the two years after the emergency expires?

Senator WAGNER. Well, of course, there are 60 days after that for
readjustment, and then they go out, unless in the meantime-and I
am very confident that will happen-Congress, observing the workings
of this plan and its benefits to the public generally, will make the
administration of it permanent. I think that that depends upon the
success of the experiment a good deal, and if it lifts us up and it is abetter way, a newer and better way, of having an organized economic
system, instead of chaos and planlessness, I am sure Congress will
respond and make the legislation permanent.

Senator BARKLEY. But if it don't, at the end of these two years,
all this this would drop back into status quo.

Senator WAGNER. Yes; but you are not only a very distinguished,
but also an experienced legislator and you know very well if this
legislation does what we hope it wili, Congress will make it permanent.

Senator GORE. Oh, yes; there is no doubt about it, if the voters get
behind it.

Senator WAGNER. After all, that is the country, the voters.
Senator GORE. In connection with Senator Connally's question,

what about the reaction on our foreign trade, of elevating these prices
artificially?

Senator WAGNER. Well, I can't tell. I suppose this is no time to
take it up. It may require a readjustment, I don't know. But I
think, Senator, primarily our problem is a domestic problem. I think
the effect of international trade has been greatly exaggerated. It has
been used as an excuse for inactivity by us in bringing order out of
chaos. Primarily our whole economic welfare is a domestic question.
It may require some adjustments. If we are going into a race of
depreciated currency, I don't know what the end will be. I suppose,
eventually, zero. I cannot believe the countries of the world are
gong to start in on a race of depreciated currency, because that would

rive us all down.
Senator GORE. I hope you are right about that.
Senator BARKLEY. You don't want to venture any suggestion as to

how this money is going to be raised?
Senator WAGNER. We provide that by taxation.
Senator BARKLEY. I know, but what sort of taxes? You don't

want to go into that?
Senator WAGNER. No, because you know more about that than I

do.
Senator BARKLEY. I hate to be put in a position of denying a

statement like that, but I would like to have your views.
The CHAIRMAN. If there are no other questions, Senator Tydings

is here, and he has a matter he wishes to present.
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STATEMENT OF THE HONORABLE MILLARD E. TYDINGS, UNITED
STATES SENATOR FROM MARYLAND

Senator TYDINGS. I offer an amendment, which the Senate adopted,
which is not present in the bill now before you. It provides that on
the project for the housing of officers' families of the United States
Army, Navy, and Marine Corps, they shall be a part of the public-
works proposition, where those matters are self-liquidating. It
doesn't cost the Government any money. It simply allows those who
want to build housing for Army, Navy, and Marine officers to borrow
the money where the project is sound and has been approved by the
Reconstruction Finance Corporation, so that additional facilities can
be had for the Army, Navy, and Marine Corps officers.

May I say that the reason for this amendment is that at Annapolis
there is insufficient housing for Army, Navy, and Marine officers?
A corporation has been formed down there to build the housing
necessary. In the old bill the Senate put it in. I simply ask that
they be allowed to share in the self-liquidating provisions of the bill.

That is, on page 12, section 202, line 20, strike out the parenthesis
and insert in lieu thereof, and immediately preceding insert the
following, "construction of projects for housing of families of officers
of the United States Army, Navy, and Marine Corps."

Senator CONNALLY. This corporation that is organized, has it any
money?

Senator TYDINGS. I understand so.
Senator CONNALLY. Or does it expect the Government to furnish

all the money?
Senator TYDINGs. No, I think it is going to furnish a large part of

the money.
The CHAIRMAN. Mr. Richberg, you have had considerable to do,

I understand, with the drafting of this proposal?
Mr. RICHBERG. Yes.
The CHAIRMAN. We will be glad to hear from you with any explana-

tion or analysis of the bill you desire to make.

STATEMENT OF DONALD RICHBERG

Mr. RICHBERG. Mr. Chairman and members of the committee, it
seems to me that I might be most serviceable to the committee in
meeting questions that arise in the minds of the committee as to
which I may be of any help, rather than in attempting to make a
speech to the committee on the subject.

Senator Wagner has outlined the general purposes of the bill. I
would like only to emphasize the interrelation of the two titles; that
as a matter of industrial regulation, the two titles go along together.
Merely to enable industry at the present time to operate on a better
general plan, to operate more effectively, would probably not be
sufficient to induce any rapid economic recovery, but if at the same
time there is provision made, as in title 2, for large and immediate
expenditures for the construction of public works program the result
will be to put a very large increase in purchasing power in the market
which in itself will provide a basis for the stimulation of normal
industrial operation.

If then at the same time this other program is adopted, so that we
do not have merely an increase of the cutthroat competition by this
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additinal bt.ines, but at tl-e some time we promote a spread of the
benefits of this industrial activity throughout the community, and a
further spread of purchasing power, it is then the thought that the
two titles will work together as a comprehensive program that must
produce a certain amount of business revival.

Senator CLARK. Mr. Richberg, just what is the logical connection
between this public-works program and the emasculation of the
antitrust laws? Frankly I am unable to see any connection.

Mr. RICHBERG. May I say, Senator, that I am not in favor of what
you describe as the emasculation of the antitrust laws.

Senator CLARK. Somebody slipped it in this bill, then.
Mr. RICHBERG. It is not the thought which I have in mind that

the purposes of the antitrust laws are evaded by the provisions of
title 1. In a very broad way, one of the main purposes of the anti-
trust laws ha been to protect the fair competition, to prevent the
abuses of monopoly power.

Senator CONNALLY. What is fair competition? This fair competi-
tion is a fine, mouth-filling phrase that tickles our ears, but what is
fair? Who is going to say? Is it fair from the standpoint of the
corporation? Pair from the standpoint of the corporation might be
all that the traffic will bear, catch the consumer; gouge his eye out
and bite off his ear. But what is fair, now? That is too broad a
term for me to understand in all its ramifications. Maybe you,
having drawn the bill, know what it means?

Mr. RICKBERG. I only participated in it, Senator. As to what fair
competition is, of course it is very difficult to define any word of
excellence. It is difficult to say what is good or bad, except as cus-
tom and common acceptation make a thing good or bad. There are
certain fundamentals, grown up by business customs which are
recognized as fair or unfair methods. For instance, I was just speak-
ing about the effect of monopoly. One of the most unfair effects of
such monopoly, as it developed, and one that was responsible in large
part for the antitrust laws was the use of monopoly power to move in
with tremendous financial and selling power into a community, to
undersell the small business interest, to drive them out of business and
then to boost the price back to make up for the loss. That practice
was one of the motivating features of the antitrust laws.

Now, that practice is abused either by the temporary abuse of
large power in the manner in which I have suggested, or else it is
abused and another factor just as harmful to the community comes in,
which is underlying this entire law, and that is the fundamental cost
of all industrial production or labor costs, and as soon as you exploit
labor in an industry, with long hours of work and low wages, you have
unfair competition developed. You have unfair competition ad-
vantage, and I don't believe anyone will dispute that, over the man
who wants to pay decent wages and wants to work human beings as
human beings and not as dumb animals.

Senator COUZENS. The reason for the relation of the two sections
seems to me paramount; take for example, the cement business; if
we didn't have section 1 in there, one cement factory might bid for
this cement work on a wage of $4 a day, another $2, and another $1
a day.

Mr. RICHBEIRO. Precisely. If you are going to spend this large
amount of money on a public-works program there should be some
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protection even in these expenditures. Senator, most unfair bidding,
is by low wages.

Senator CLARK. Doesn't title 2 contain protective provisions to
that effect?

Mr. RICHBERG. It contains protective provisions along that line.
Senator CLARK. Therefore that doesn't show any necessity for

title 1, if title 2 does contain it.
Senator COUZENS. Oh, yes, because they can go further back than

the contract made with the Government. In other words, the con-
tract may go back to the mines or some other subdivision of the
industry which would not be affected by the contract itself, and
therefore there would be no control.

Mr. RIUNBERO. That is precisely one of the questions which arose
in the drafting of the public-works program. My primary interest
in this matter grows from an interest in the public-works program
and in the work upon that program, with many others at different
times, I have participated in efforts to try to protect the labor con-
ditions and wages and hours beyond the expenditure of a vast amount
of money in public enterprise. It is possible, as in this bill, to pro-
tect against the direct expenditures, where they are directly under
control, and to require hours and wages of reasonable character, but
as Senator Couzens has pointed out, you go immediately back into
the secondary group where materials are purchased by contractors,
where you are reaching the secondary labor group, and it was found,
as a matter of practical operation, impossible to go back beyond your
direct appropriations and control the labor conditions in those
secondary enterprises.

Senator GORE. Before you leave the wage program, one or two of
the Western States had minimum wage laws for women.

Mr. RICHBERG. Yes, sir.
Senator GORE. And the point was reached in the depression where

the employers were not willing or able to pay those minimum wages,
and they laid the women off and employed men. I assume that is
taken care of to some extent in this by making a minimum wage
law apply to both sexes, and all labor?

Mr. RICHBERG. There is no discrimination in this law.
Senator GORE. Might there not come a point where employers

could not afford to pay the minimum wage and close up the shop
entirely?

Mr. Ricwy-ERG. That is an argument, which, of course, has been
advanced. I mean that states the results of present conditions with
a very much over-stocked labor market. As a matter of fact, even
well-intentioned employers have faced the necessity of cutting down
to a starvation wage or else going out of business, and it is thought
that if we establish fair standards of wages and working conditions
throughout your industrial situation, you will get at least a maximum
of employment which is possible upon a decent basis, and as a matter
of fact, if you are increasing the purchasing power of one industrial
group, you are making it possible to increase the purchasing power of
another industrial group. Unless they go together, we can't accom-
plish anything.

Senator GORE. No employer can pay a laborer more wages than the
value which the laborer contributes to the product.

,!
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Mr. RICHERG. And that value will depend upon the purchasing
power of the public for that product.

Senator COUZENS. Has labor any objections to the licensing pro-
visions?

Mr. RICHBERG. I have heard none. You mean as to these licens-
ing provisions?

Senator COUZENS. The Senator from Oklahoma raised the question
why the laborer should not get a license and have it subject to revoca-
tion, as industry does. If you represent labor, I would like to ask if
you have any objection to that provision for labor?

Mr. RICHERG. In the first place, may I explain that I am not here
representing any group, and I am not here in representative capacity
and did not work on this bill in a representative capacity.

Senator COUZENS. We know your sentiments, though.
Mr. RICHBERG. Yes, and I am willing to state them, but I don't

want to bind anyone else by what I say. I was simply asked to
assist in the preparation of this bill, and I have asked to be here,
not on the part of any labor group, or in any representative capacity.
Let it also be understood that I do not represent the administration.
I will not bind anybody by my statements. As to the licensing of
labor organizations, I think an entirely different question is involved
there. That leads into an entirely different field. I am in entiresympathy with the suggestion that was made as to controlling
racketeering in labor organizations. There is nothing more harmful
to the well- eing of labor as well as management as racketeering ac-
tivitics in labor organizations. But as to them being a part of this
bill, I venture to point out that the thought and purpose behind this
is to enable the management of an industry to put his house in orderand to preserve to the management of industry its own form of opera-
tion. That was the point I was coming to that I wanted to empha-
size, because of the discussion as to the constitutional phases of this
bill. It is perfectly clear this bill can be administered in a way to
make it grossly unconstitutional. That doesn't mean the bill is
unconstitutional. It means that the administration of the bill may
or may not proceed along constitutional lines.

Senator CouzENs. Before you get into a constitutional argument,
I would like to go further into this practical side. Assuming that a
manufacturer adopted the code, or a group adopted the code.

Mr. RICUBERO. Yes, sir.
Senator CouzENs. And they had collective bargaining, and after

they had agreed upon a code the labor organizations decided to strike,
saying that the code was not fair, and they decided to strike. There
would be no position the Government could take to prevent that, as
I understand.

Mr. RICHBERG. I am unable to see how any such law could be
passed even, under the Thirteenth Amendment.

Senator CouzENs. I am not speaking of the law to compel men to
work, but I am tring to find out whether labor would be obligated to
the contract it ha made to carry out the provisions of the code.

Mr. RicHBEim. I see no reason why the labor organizations should
not be obligated just as completely as the organizations of manage-
ment to carry out the code, and I see no reason why the labor organ-
izations should not be held to responsibility, and I think on the whole
labor organizations have maintained their contracts.
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Senator COUZENS. I am not disputing that, but we are getting
into an unusual field here, and if a code is to be set up it seems to me
that it should be as much of an obligation upon the labor side as it is
upon the other side to maintain the code.

Mr. RICHBERG. I think that is quite true.
Senator COUZENS. Would you have an.- objection to something

going in the bill to provide that?
Mr. RiCUBERG. That is rather a blanket suggestion, Senator Cou-

zens, because I would have objection, frankly, from a personal stand-
point. I think it would be very unwise and unenforceable to en-
deavor to. put a certain type of enforcement in the bill. If there is
any method of protecting the labor contract in the same manner as
you may protect the industrial contract, I am for it.

I do not want to leave that statement in the record that is there
because I want to make it perfectly clear that when labor is required
to live up to a contract to get work, the mutuality on the other side
requires that there be a contract to give work; and I want to say
that when management is entering into a contract to get labor, it
should give a contract to employ labor.

Senator LA FOLLETTE. Ma I direct your attention to section (b)
on page 4? Why would not labor be included in lines 12 to 14?

Mr. RICHBERO. Because the code, as a matter of fact, Senator
would not be made as a code affecting labor participation. It would
be a managements code concerning operations of management in the
industry, as I understand it.

Senator LA FOLLETTE. I understood that these groups are required
to be truly representative.

Mr. RICHBERG. That is true.
Senator LA FOLLETTE. Does not that contemplate that labor is

to be represented?
Mr. RICHBERG. The contemplation of this particular section is, I

think-although it is not so stated-that the code of an industry is
ordinarily, as far as its practices are concerned with the management
of operations, to be representative of management. But in that code
there is a requirement that the employees shall have the right of
organization and collective bargaining, which means that the employ-
ees would have in such an industry the right to bargain with the
management as to the terms or conditions affecting labor.

Senator LA FOLLETTE. I am very much interested in that point,
because I have given some consideration to the establishment of
some kind of planning, and do I understand you to say that in
requiring that these groups that are to be formulated are to be
representative-that you do not contemplate that labor is to partici-
pate in or to have representation in those groups in formulating the
code?

Mr. RICHBERG. I would say that insofar as the code only dealt
with management problems, as to marketing or production, it would
not necessarily follow that there would be labor representation in
there.

Senator LA FOLLETTE. I understand if you have some particular
phase of a code, but if you are drawing up a code, let us say to estab-
lish practices which shall be considered fair or unfair in the steel
industry, do you not envision that labor would be represented in
drawing up those codes, insofar as they relate to working practices,
either fair or unfair in relation to employment?
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Mr. RICUBERG. I have this vision of it, and that is that either
labor will participate in the drawing up of such codes, or that labor
will participate in the consideration as to whether such codes are fair,
and perhaps management will regard it as desirable to have labor
participate at the first stage rather than the second.

Senator LA FOLLETTE. Certainly it is within our power to require
that under this bill is it not?

Mr. RICHBERG. it is within the power of the Senate to require such
representation as to make this code representative of the industry.

Senator LA FOLLETTE. And is it not possible that in formulating
these codes, insofar as they relate to practices or otherwise, in em-
ployment, that labor would not be represented in drawing up those
agreements?

Mr. RICHBERG. I say it would be either a choice of labor partici-
pation in the original preparation or labor participation in the con-
ideration of the codes. Unfortunately there is such an attitude
toward labor in many industries that perhaps the easiest practical
method is to work out a labor correction code, which is a code of what
is unfair rather than original labor participation. In some instances
they do those things.

Senator CONNALLY. A sort of veto power.
Mr. RIOCJBERG. No; not a veto power. May I make an illustration

of the so-called "railroad bill" which is now before Congress, in which
labor organizations there fought for participation in the planning. It
was objected to on the part of management, but an amendment has
been considered by the committee concerning those plans to give rep-
resentation to labor up to a part of the planning. That is not a veto
power, but it is a consideration.

Senator BARKLEY. You were asked a while ago if you objected to
the licensing feature of this bill being made applicable to labor organ-
izations. As I understand it, wherever a license is required, nobody
who does not obtain a license can transact business, and if it applies
to labor organizations, and if the labor organization does not have a
license, the men belonging to that organization could not work. The
effect would be a Presidential labor strike.

Senator GORE. Would you apply the same rule to organizations of
employees as employers with respect to licensing or the revocation of
a license for violation of the code?

Mr. RICHBERG. I would not as long as labor has a voice in manage-
ment of the industry.

Senator GORE. YOU said a while ago you thought industries would
have to guarantee labor to labor.

Mr. RICHBERO. In other words, the contract would have to be
mutual if they were going to be successful.

Senator GORE. Then the giving of work would have tied in some
sort of requirement of management to give employment to labor at
a minimum wage.

Mr. RICHBERG. I cannot follow that for the minimum wage. The
minimum wage is a limited correction on certain concerns. It simply
sets a bottom wage below which it is parasitic to employ labor.

Senator GORE. Suppose the industry cannot pay the wage and sell
in competition with others.

Mr. RICHBERG. The answer is the man who employs has got to
take cost into account and food for his stomach and a home to live in.

Senator CONNALLY. You do not refer to reforestation, do you?
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Senator GORE. I accept as well as you do the doctrine of high
wages, but take for instance in this town where the carpenters are
demanding $11 a day, during this depression, and a few weeks ago
the Secretary of Labor O.K'd. that as the prevailing wage. When
you assert that wages can be too low do you not necessarily mean that
they can be too high? .

Mr. RICHBERG. I admit that they can be too high, just as railroad
rates can be too high. You can put them so high you cannot get the
traffic.

Senator GORE. Ought there to be equal power vested somewhere
so that if labor should, by chance, demand wages higher than they
are entitled to, that their license should be revoked?

Mr. RIcHB RG. I think you are getting into a very difficult field,
at least.

Senator GORE. Ought not this thing to be reciprocal?
Mr. RICHBERG. When it becomes reciprocal I think you will have

no difficulty in working it out. It is not reciprocal now, and as long
as management insists on arbitrary power of mangement, labor
must insist on bargaining.

S lnator GORE. All right.
Senator CONNALLi. They entered into a bargain here and you

revoke the license of the employer if it does not stand hitched.
What do you do with the employees if they dd'not stand hitched?

.Mfr. RICHBIER. I do not know of many cases of violation of a
contract by labor organizations.

Senator COUZENS. Let us illustrate
Mr. RICHBERG. I know it is common for industry to cancel their

contracts.
Senator GORE. Are not there as many strikes as lockouts?
Mr. RICHBERG. That is something I cannot answer.
Senator BARKLEY. That would lead into a controversy as to

whether the strike was brought about by the conduct of the manage-
ment of the industry.

Senator Gore. It looks to me like it is headed toward regimentation.
Mr. RICHBERG. May I say that it is very important to get this idea

clearly, whatever it is heading toward. It is perfectly clear under this
bill the powers could not be and would not be exercised to carry out
a vast program of regimentation of industry. In the first place it
would be a physical impossibility, at meclhanical impossibility to
organize even within two yetrs tile industry of this country, under
our forms of government and our limitations and rights of property
and so forth-in any such way that industry as a whole would be
regimented.

Senator GonE. This bill virtually destroys the right of private
property, does it not?

Mr. icHBtER. I would say that this bill is an act to preserve the
rights of private property and to preserve it froa its present destruc-
tion.

Senator GonE. When we do this,"does it destroy the right of private
property? Now, as to the railroads, that is a different circumstance,
for they have certain rights of eminent domain. It is quite different
from making ax handles.

Mr. RICHBERG. Well, the right of private property is simply a col-
lection of rights protected by the Government. P primarily you have
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a right of control without having the thing taken over, and secondarily
you have a right of control of use. But to say you take my property
because you have the right to control its use, is a conclusion but is
not a fact.

Senator GonE. Unless you continue to take the rights away one
by one until you have nothing left. However, we are coming to this.
I think this is as revolutionary as anything that happened in this
country in 1776, or in France in 1889, or in Italy under Mussolini or
in Russia under Stalin.

Mr. RICHBERG. You have not destroyed the right of private
property under this.
Senator CONNALLY. A moment ago you were saying that this bill

could be administered in a way so as to make it unconstitutional,
were you not?

Mr. RICHBERG. Yes, sir.
Senator CONNALLY. You meant by that that this bill apparently

grants powers which, if exercised, would be beyond the Constitution?
Mr. R ICHBERG. No; I mean the powers here could be exercised

arbitrarily and be constitutionally valid or invalid depending on the
reasonableness or unreasonableness of the exercise of the powers.
Senator CONNALLY. Let us see if this bill specifically grants the

powers which when exercised-I do not care how they are exercised,
ut if they are exercised under the grant of this bill and being so

exercised would be unconstitutional, why is not the bill unconsti-
tutional?

Mr. RICHBERG. Because the bill does not have to be interpreted
so as to authorize such powers.
Senator CONNALLY. It does not? You say this bill gives powers

which if exercised in a certain way would be unconstitutional.
Mr. RICHEERG. There is no power that I know of that is given

which could not be exercised in an unconstitutional manner.
Senator CONNALLY. If one does that he goes beyond the powers

that are given him.
Mr. RICHBERG. That is it.
Senator CONNALLY. That is not this bill at all. Any officer who is

given power to make an arrest, if he arrests a man the way the law
authorizes it, is not guilty of violating the Constitution, but if he
goes out and arrests a man when he has no right to arrest him-does
it illegally, he is not acting under authority of law. He is acting
;inder his own arbitrary will.

Mr. RICHBERG. Yes, sir.
Senator CONNALLY. What I am trying to do is to distinguish be-

tween that and your statement.
Mr. RICHBERG. I feel under this bill, with the powers conferred

one step to another, those powers can be exercised in a constitutional
manner and accomplish the results sought, but at the same time I
say any power can be exercised in an unconstitutional and arbitrary
manner for the purpose, apparently, of accomplishing the result, but
which would amount to setting it aside.
Senator CONNALLY. Well, we are just leaving this whole thing to the

man who is to be the manager.
Mr. RICHBERG. The Interstate Commerce Commission and every

commission you have established has faced this problem. You have
176260-38--8
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set down a broad standard and the law says it is constitutional. The
words written in the Interstate Commerce Commission Act, "just
and reasonable "-what does that mean?

Senator CONNALLY. That is administrative.
Senator BARKLEY. Any officer acting under this or any other

act n:ay perform an unconstitutional act under color of the authority
he uses as a basis of his act, may he not?

Mr. RICHBERO. Yes; but it is primarily the character of the act.
It has to carry only constitutional powers.

Senator CONNALLY. Your argument a while ago about unconsti-
tutional powers here is nothing more than a platitude on this or any
legislation.

Mr. RICHBERG. I am sorry it i.i taken as a platitude.
Senator CONNALLY. Do you think this is a high and good measure

and will help us out?
Mr. RICHBER0. I think it will.
Senator CONNALLY. Why do you limit it to two years?
&IMr. RICHBERG. For the reason I stated. I thinly one of the most

beneficial features of this is its experimental character. Either it will
work or not work, one or the other. Of course it could be repealed at
the next session of Congress, or it could be extended and within the
two years at least the Congress of the United States will have an
opportunity to see whether this sort of machinery can work, and if it
does not, what corrections should be made in it.

M.ty I say a word about the development of this particular bill,
becau Se therm were a multitude of counsellors in the preliminary stages.

Senator CONNALLY. Did each one get his ideas in?
NIr. RICHBERG. And as near as I could say, after two or three years

of labor of this magnitude of counsel, there was so much confusion
that it looked as though it was going to be impossible to get anything
in this en.ergcncy which was gravely necessary

Senator (IoRE. Do you mind taking into your confidence the
Menbers of the Senate here? I suppose when you drafted this bill
you contemplated they would ultimately approve it. Can you tell
who participated in those conferences?

,Mr. RICHInERG. As to the number of persons who participated in
those conferences I have not that. I would say they were as the sands
Of the sea.

Senator GORE. How many Senators and Congressmen were in that
group?

N1r. RICHBERO. I would say within the last 2 years a larye part
of the N Iembers of both Houses have been brought into the conferences
of which I speak.

Senator CoUzENS. I would like to ask one practical business
question. I am not a lawyer and I cannot enter into the discussion
of the constitutionality of these problems, but as a practical que3tion,
the bill provides for collective bargaining?

Mr. RICHJERO. Yes, sir.
Seniator COUZENS. And assume that the workers bargain with the

cement industry and, based on the conclusion of this agreement,
which the industry agrees to, the cement industry took a lot of con-
tracts for public work, and after it has been running on for 2 or
3 months, as the case might be, those workers who entered into
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collective bargaining decided they wanted more wages. What
procedure would be taken under the act?

Mr. RICHBERG. It would depend possibly on the method by which
they organized their collective bargaining. If they followed such
procedure as we have in the railroad industry, they would apply for
a change of contract and there would be conferences and consultation
over it, and it might be that the Government would aid in bringing
the parties to an understanding.

Senator COUZENS. Might not that be too late? If a manufacturer
of cement wakes a contract to sell a million barrels of cement and he
bases his contract on an agreement he has made with labor, and he
furnishes 200,000 or 300,000 barrels, and he has 700 000 or 800,000
more barrels to deliver, and going on, based on the collective bargain-
ing, what happens if labor changes its mind and wants more pay?

Mr. RICHBERG. They do not get it. They have not the capacity
to put their hand's into the till; but on the other hand, management
usually has the capacity to reduce their pay.

Senator COUZENS. Well, management could not reduce the pay
under the act, because management would have its license canceled.
You went to have him tied up so that he will have to do what he
agreed to do. Now, what about labor? If it wants to change its
contract, what can happen if it insists on changing the contract?

Mr. RjCHBERG. In the first place you have gone beyond my thought
of licensing, but I would like to include in the licensing the thought
of protecting the wage earner and working conditions; then you could
provide the reciprocity between the management guaranteeing to
furnish the work and the workers agreeing to work. I suppose there
is no objection to that at all.

Senator COUZENS. I want to confine this to a million barrel con-
tract, in which the manufacturer agrees to employ 1,000 men to pro-
duce this million barrels of cement, and he goes on and produces a
quarter of it, and in the midst of his contract-it is not a question
whether he has got any more labor or not-but labor says they want
more pay. What is ds recourse?

XM-fr. ICHBERG. Do you mean they threaten to strike?
Senator CouziExs. Oh, no; they may go to the management and.

say, "W e want a dollar a day more and if we do not get it we are
going to strike ". What then? I mean these are practical questions.

Mr. RICHBERG. They are practical in one sense and in %nother
sense it is a question whether they are, because as a matter of fact that
is not a difficulty that has arisen in labor relations. You may not
expect to find broken contracts with responsible labor organizations.

Senator COUZEN s. You are going back to labor organizations.
I am talkirg about this collective bargaining agreement mentioned
in the act.

Mr. RICHBERG. Which must be by labor organizations.
Senator CouzENs. Oh, no. It may be a plant organization or an

organization in some plant-in the country where they produce cement.
They may have a get-together of 1,000 men who do not belong to any
brotherhood such as the machinists, or anything of that kind. They
make a collective agreement with the management of this plant to
produce a thousand barrels of cement. It is true they had negotia-
tors, but they do not belong to any union. In the dSAt of the-execu-
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tion of that contract, what happens if labor says they will not work.an more?
Kir. RICHBERG. It seems to me you have stated a wholly one-sided

contract and asked my opinion on it. I do not see that the manu-
facturer in your statement has guaranteed the workers anything. He
has not guaranteed them any work and has not given them any
assurance. He just says, "If you work for me I will pay you so much
money."

Senator COUZENS. You get off the track again. I am still sticking
to the statement that a man has a contract for a million barrels of
cement and he gives them work for that.

Mr. RICH3BERG. He may promise them work for a day at $4 a day.
Senator COUZENS. He may promise them work every day at $4 a

day until he produces this million barrels. That is a substantial
agreement. In the middle of that work, labor says "We want an
increase." What is the recourse?

Mr. RICHBERG. I do not think you can have any recourse if you
do not have dealings between responsible organizations. The minute
I suggested responsible organizations you suggested you just had a
plant organization.

Senator CouzENS. You cannot organize these men all over the
country, cement laborers, in one group, and common labor. Today
you have no national organization of common labor. You have no
national organization of cement workers, and there are scores and
scores of activities where there are no organized labor representatives.
I am talking about the realities.

Mr. RICHBERO. What is there that will embarrass the manufacturer
under the kind of circumstances you mentioned, where we have
millions of men out of work and the employees come to him and say
"We want higher wages"? I do not see what embarrasses the man-
agement.

Senator COUZENS. I know it is not, but what if a situation arose
within the next two years where there was a limited territory and a
limited amount of labor.

Mr. RICHBERG. I hope such condition will arise within the next
2 years, but I do not see how it will.

Senator COUZENS. Well, it may arise in one small community.
Maybe I am r.atber theoretical.

Mr. RICHBERO. I think you are rather theoretical.
Senator LA FOLLETTE. Do you regard the program as outlined

under the title II there as adequate?
Mr. RICHBEIG. Personally, I would prefer i much larger amount.

That is my personal opinion.
Senator LA FOLLETTE. How much?
Mr. RICHBERG. I would have said all the money which could be

expended for projects which would be of public service, that would
be really of benefit to the public service. That is a definite liniita-
tion, because it takes up so much time to determine projects, to have
them blueprinted, to get men to work.

Senator CLARK. Is it your idea it ought to be without any limita-
tion as to amount?

Mr. RIcHBERO. I would have been glad to see it without limitation
or twice this amount if it were thought the money could be expended
beneficially. What made the limitation, as I understand, was the

on
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question of raising the servicing charge so as to have enough money
by new taxation to meet interest on bonds and sinking fund and in
order to meet that, it was the recommendation of the Treasurer that
there should be this tax of approximately $200,000,000 or $220,000,000
and on that basis this $3,300,000,000 fitted in as the appropriate figure
on the other side.

Senator LA FOLLETTE. Do you believe the program should be
large enough and carried on far enough to bring about economic reper-
cussions?

Mr. RICHBERG. I believe a maximum program with maximum
speed is what we need, the largest amount of contracts we can put
into effect in the shortest possible time. I do not think that would
be money wasted.

Senator BARKLEY. It is obvious that lawyers sometimes pick out
technical things in a bill that may not work out in practice, but I
notice under this bill the President is authorized "after due notice
to require any business enterprise "-that is the language of the act-
engaged in interstate commerce or engaged in any business affecting
interstate commerce, to be licensed. That is not limited to inter-
state commerce. It would include wholesale grocers, or any business.

Mr. RICHBERG. That is, anything that is distributed.
Senator BARKLEY. And it would require license on the part of the

wholesale groceryman if he sold a little goods across a State line. Is
it necessary to go that far? If business ever revives and men are given
work, wholesale and retail businesses will be revived automatically
and I wonder if we should go far enough to say that nobody could
engage in wholesale or retail business over a State line if they sold
anything over the State line, unless they take out a license. That
may be an extreme interpretation, but it is in the act.

Mr. RICHBERG. Certainly the licensing clause is a clause that
could not be used effectively if it had to be used frequently. It
would be a powerful weapon if it could be used effectively instantly,
but as far as affecting all industry, it is impossible. If industry is
such that you cannot get fair trade and business practices established
by voluntary organization and therefore you have to coerce fair
trade and business practices through a licensing power, I would say
even legislation as drastic as this would not be effective.

Senator BARKLEY. There is a very fundamental difference in indus-
trial plants engaged in producing something in this emergency situa-
ation and merely a house of distribution where there is a sale.

Mr. RICHBERG. That is true, but I think this is also true, that
some of the worst abuses and exploitations of labor comes within
the group of distribution. If there are any worse underpaid groups
than in the retail distribution I am unaware where they are, except
possibly in the worst parts of the textile industry. If you are going
to have a code, the purpose of which is to improve the hours and
wages of labor, it certainly would be more than unfair to leave out
of the operations of that code a vast, at the present time submerged,
group of labor.

I wish to emphasize that when this matter was up previously, if
there is any effectiveness in this type of legislation, it is to come pri-
marily from the voluntary action of industry itself. Unless you can
get from management in the country a large percentage of those
operators to come voluntarily forward and attempt to enforce these

33



34 NATIONAL INDUSTRIAL RECOVERY

agreements, the legislation will be a failure. Therefore, while we may
talk about these drastic powers, it is only for the coercion of a recalci-
trant minority that they are intended. The curious thing about the
suggestion to put drastic powers in this bill is that it came right from
business men themselves rather than other particular groups.

The CHAIRMAN. We thank you, Mr. Richberg. We may call you
again.

The committee will stand adjourned.
(Thereupon at 12 o'clock noon, the committee adjourned subject

to the call of the chairman.)
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FRIDAY, MAY 26, 1938

THE UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to call, at 10 a.m., in room 312

Senate Office Building, Senator Pat Harrison presiding.
Present: Senators Harrison (chairman), George, Connally, Gore,

Clark, McAdoo, Reed LaFollette, Metcalf, and Walcott.
The Committee had under consideration S. 1712.
The CHAIRMAN. There has been a request for hearings on this

bill with reference to the oil situation, and I know it is a question of
some importance and this committee is going to have limited, and
not extensive, hearing. It is hoped that the industry that is inter-
ested in this oil proposition can get together on someone that will
represent them, and that that someone will be as brief as possible.

Senator GORE. I think Congressman Marland is here and pre-
pared to present it, and I am sure he can do it as well as anybody
else, if the people agree on him.

The CHAIRMAN. Senator Capper is here, and we will hear him first.

STATEMENT OF HON. ARTHUR CAPPER, UNITED STATES
SENATOR FROM KANSAS

Senator CAPPER. I am sponsor of the bill now before the committee,
in which we are seeking to have added to the general industries bill,
if the committee after hearing our statement of the desperate situation
that exists in the Southwest oil fields more particularly, feels disposed
to do so. I cannot go too strong in emphasizing the need for action
by this Congress looking to the relief of conditions that exist down
there. There is a bill before your committee which covers the pro-
gram pretty thoroughly. It has been carefully thought out by those
who are responsible for determining the policies of the industry, and
Congressman Marland has introduced that bill in the House. I intro-
duced it here. It was drafted really in the Office of the Secretary of
the Interior, who in the last few weeks has been giving the subject
most serious study, and he has a grasp of the situation and can make
a statement here that will be of very great interest. But first, I think
if you could have a word from Congressman Marland, who is one of the
leaders in the industry in the Southwest, he can tell you in just a few
moments what we are seeking here to do. Then, I suggest you follow
that with a statement from the Secretary of the Interior who is here
prepared to tell you about this.

The CHAIRMAN. Is it satisfactory to the Secretary of the Interior
that Congressman Marland present the matter first, to be followed by
the Secretary?

Secretary IcKEs. Quite so.
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STATEMENT OF HON. DENNIS W. MARLAND, REPRESENTATIVE
IN CONGRESS FROM THE STATE OF OKLAHOMA

Mr. MARLAND. Mr. Chairman and gentlemen of the committee,
Senator Capper will offer as a supplement to the general bill, title 4
to supplement State regulation of petroleum. I would like to read
into your records, Mr. Chairman, copy of a letter addressed by the
President of the United States to the Vice President and the Speaker
of the House of Representatives regarding this matter.

Senator CONNALLY. Mr. Chairman, may I suggest to the Congress-
man that we have all read that, and that lie just put it in the record.

The CHAIRMAN. Yes.
(The letter is as follows:)

THE WHITE HousE,
Washington, D.C., May 20, 198$.

The SPEAKER OF THE HOUSE OP REPRESENTATIVES,
Washington, D.C.

My DEAR MR. SPEAKER: As Congress is doubtless aware, a serious condition
confronts the oil-producing industry.

Because oil taken from the ground is a utaural resource which, once used,
cannot be replaced, it is of interest to the Na'Gion that its production should be
under reasonable control for the best interests of the present and future genera-
tions.

My administration for many weeks has been in conference with the governors
of the oil-producing States and with the component parts of the industry but it
seems difficult, if not impossible, to bring order out of chaos only by State action.
In fact, this is recognized by most of the governors concerned.

There is a wide-spread demand for Federal legislation. May I request that
this subject be given immediate attention by the appropriate committee or
committees?

The Secretary of the Interior stands ready to present any information or data
desired.

May I suggest further, that in order to save time of the special session it might
be possible to incorporate action relating to the oil industry with whatever action
the Congress desires to take in regard to the other industries. In other words,
that consideration could be given at the same time that action is taken on the
bills already introduced and pending in committee.

Very truly yours, FRANKLIN D. ROOSEVELT.

Mr. MAIRLAND. The purpose of this title 4 is to aid the preserva-
tion of the petroleum resources of the United States. There are
300,000 small wells in the United States today which are being
forced out of production and closed down because of the low prices
for oil existing in the United States and because of the uncontrolled
production of flush wells in several of our oil-producing States,
notably Oklahoma, California, and Texas.

The market demand for crude petroleum in the United States today
is approximately 2,500,000 barrels daily. The State of Texas alone
can produce that amount and more. California might be able to
produce that amount, if its wells were wide open. Oklahoma, in
one field, can produce 2,500,000 barrels daily.

Senator CONNALLY. Two million five hundred thousand barrelsdailyv?
Mr. MARLAND. Yes.
Senator CONNALLY. That is crude?
Mr. MARLAND. Either one of those three States can produce the

entire market demand, 2,500,000 barrels, if they were permitted to
do so. If they were, it would mean the destruction of the oil wells
in the other States. If any State was permitted to flow its wells
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wide open, it would mean the destruction of the small wells in the
other States, because you cannot shut down the small pumping wells
for any length of time without putting them permanently out of pro-
duction. The ultimate yield of all the wells in the United States
today now in production, about 350,000 wells, over a period of 15 or
20years is estimated at approximately 12 billion barrels.

Senator McADoo. Twelve billion did you say, Mr. Marland?
Mr. MARLAND. Twelve billion barrels. The wells that are now

flowing in the United States have an estimated future potential pro-
duction, ultimate production, during their life, of 4,000,000,000
barrels. The wells that are pumping, about 300,000 pumping wells,
have an estimated future production of 8,000,000,000 barrels. The
flow wells, if not controlled, can and will destroy the natural resources
of the oil wells, this natural resource of 8,000,000,000 barrels. Most
of the oil-producing States have passed fair well-considered legislation
to control their oil resources, but these State conservation laws must
be supplemented by Federal enactment if they are to serve their
purpose. The people of the United States are vitally interested in
this subject. The continuation of uncontrolled production of oil
will mean the production of practically two thirds of the known
petroleum resources of the United States in a very short time, and
will mean, cosequently, eventually extremely high prices for pe-
troleum products.

The people of our producing States are vitally concerned because
of the great loss of income to those States. Thousands of oil pro-
ducers and hundreds of thousands of oil-field workers are concerned
because the producing industry is rapidly going into bankruptcy. I
have been in the oil business for nearly 40 years. I have been an
independent producer of oil nearly all that time. I know personally
most of the people engaged in the production branch of the industry,
and I can say without fear of contradiction that 90 percent of the
men engaged in the producing branch of the industry are in favor of
Federal control of production.

Senator CONNALLY. Do you speak for all the States or just for
Oklahoma in that connection?

Mr. MARLAND. I am taking them all.
Senator CONNALLY. Do you feel you are qualified to speak author-

itatively for 90 percent of the people engaged in the oil industry?
Mr. MARLAND. Not authoritatively, no.
Senator CONNALLY. If you know that, you are authorized to say

it, but how do you know it?
Mr. MARLAND. I have personal acquaintance with the producers of

oil in every field in the Ufited States.
Senator CONNALLY. Do you know 90 percent of them?
Mr. MARLAND. I know 90 percent in point of volume of production,

not in numbers, of course.
Senator CONNALLY. I am not questioning the statement, but I just

wanted to see what grounds you had for making it.
Mr. MARLAND. I believe I know the producers of 90 percent of the

oil in the United States.
Senator CONNALLY. I don't think that general statements of that

kind, even from a Member of Congress, are very helpful to us,
because it is such a general statement to say that 90 percent of the
people feel, on any subject, a certain way. It is so lacking in founda-
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tion that I don't agree with it. I don't think anybody is qualified
to speak for a large percentage of anybody unless they have personal
contact and know.

Mr. MARLAND. I appreciate the correction.
Senator CONNALLY. That is not a personal criticism of you, but

I do think in a statement made before a committee we ought to be
rather guarded.

Mr. MARLAND. I believe I am acquainted with the heads of the
corporations and individuals producing 90 percent of the oil in the
United States.

Senator CONNALLY. All right. If only a few great corporations
are going to control the situation, perhaps you are right; but you said
the men engaged in the field the laborers and everybody else engaged
in the oil industry, as I understand you a while ago, were interested
in this. If you are going to cover it by volume, you can take only
4 or 5 of the big companies, and you would have 90 percent probably
of the oil industry.

Mr. MARLAND. No; I think that is not correct. All the big com.
panies, known as the major companies, do not produce more than
30 or 40 percent of all the oil.

The CHAIRMAN. All right, Mr. Marland.
Mr. MARLAND. I feel that the petroleum industry needs Federal

control.
The CHAIRMAN. May I ask you, Congressman, the power, as I

understand it, in this bill is pretty broad under title I. You contend,
however, that it ought to be broadened and that the committee
ought to adopt an amendment to broaden those powers if you are
going to get real results. Is that right?

Mr. MARLAND. I do. I feel the oil industry is not sufficiently
taken care of under your general industries bill. Secretary Ickes,
and some of the other gentlemen who follow me, can probably go
into that better than I can.

Senator CLARX. Is there any more reason for having Federal con-
trol of the oil industry than the coal industry or the copper industry,
or any other industry, involved in the output of a natural resource?

Mr. MARLAND. I don't imagine there is, sir.
Senator MCADoo. Are we going to have something on copper, too?
Mr. MARLAND. I can't say.
The CHAIRMAN. We will hear from the Secretary of the Interior,

Mr. Ickes.

STATEMENT OF HON. HAROLD L. ICKES, SECRETARY OF THE
INTERIOR

Secretary IcKzS. Mr. Chairman, and gentlemen of the committee,
it is my opinion that Federal legislation giving the Executive wide
powers to deal with the oil industry is essential to the preservation of
that industry and to the economic recovery of the country.

Unless the railroads are classified as an industry, the oil business
ranks second to that of farming among the industries of the country.
Oil is necessary to us in times of peace and essential to us in times of
war. So dependent have we become upon oil and its refined products
that we cannot conceive of a civilization without oil. And yet this
industry, so vital not only to our prosperity but to our happiness,
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lacks that reasonable control which is necessary for its own welfare and
the well-being of the country.

On March 27, as the result of invitations extended by me, at the
instance of the President, there met in the Interior Building represen-
tatives of the governors of the principal oil-producing States. There
met also, concurrently, representatives of the industry itself, both
the majors and the independents. After a series of conferences a
finding was submitted by a committee of 15 representing these differ-
ent interests. There was also submitted a report to the Secretary
of the Interior by a group known as the Independent Petroleum
Association Opposed to Monopoly.

The report of the committee of fifteen made several recommenda-
tions that it did not seem then the Federal Government could wisely
undertake. The important portion of this program called for action
by the oil-producing States provided the States could and would act.
Accordingly, the President, on April 3, transmitted to the governors
of the oil-producing States the findin of the committee of fifteen
with the recommendation that the States take whatever action
seemed necessary and appropriate. At the same time, the President
indorsed the suggestion contained in the report of the committee of
fifteen, as well as in that of the Independent Petroleum Association
Opposed to Monoply, that Federal legislation be enacted prohibiting
the transportation in interstate and foreign commerce of any oil or
the products thereof produced or manufactured in any State in
violation of the laws thereof. The President also approved in
principle certain other recommendations.

Senator McADoo. May I interrupt you there?
Secretary ICKES. Yes, Senator.
Senator McADOO. Do you treat of the recommendation the Presi-

dent approved in the latter part of that statement about the divorce-
ment of the pipe lines from the major companies?

Secretary ICKES. I will answer that question. I do not treat that
here, because it was the conclusion of the administration that that
matter cannot definitely be handled at this session of the Congress,
that it was a deferred matter. The Attorney General, when con-
sulted, and after looking up the state of the law on the subject,
reported that it could not well be handled, it needed further study
and investigation. Therefore it is not suggested as something that
would be appropriate for consideration by Congress at this time.
The administration is not prepared to make any offering on that.

Senator McADOO. Can you supply us with a copy of te Attorney
General's opinion on that?

Secretary ICKES. It was an oral opinion, given to the Cabinet.
The CRAIRMAN. Mr. Secretary, are the recommendations approved

by the administration embodied in the so-called "Capper bill" that is
referred here to this committee?

Secretary ICKES. I didn't get that question.
The CHAIRMAN. Are the recommendations with reference to this

subject-matter, as approved by the administration, embodied in this
so-called "Capper bill" that is before us, which was offered as an amend-
ment and referred to this committee. It went first to the Interstate
Commerce Committee.

Secretary ICKES. This bill, the so-called "Capper bill", the final draft
was prepared by the Solicitor of the Interior Department. It is not
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offered here as an amendment introduced by the President. There
will be offered, as I understand it, concurrently a shorter amendment
which, properly speaking, probably represents today the views of
the administration.

Senator CONNALLY. Who will offer that?
Secretary ICKES. I think that Senator Capper has a copy of it.
Senator CAPPER. We have it here, and at the proper time I will

introduce it.
Senator CONNALLY. Mr. Secretary, let me ask you there, if it will

not interrupt you: You do not contend that the lPresident has in-
troduced or now sponsors the so-called "Marland bill"?

Secretary IcKES. My position is that the President wants wide
powers of regulation of the oil industry. It is not my purpose to
discuss, and I shall not discuss, the merits of any amendment offered
here.

Senator GORE. The Capper bill and the 'Marland bill are more or
less the same, the enactment clause and the repealing clause?

Secretary ICKES. The same bill.
Senator GoRE. This shorter bill, can you state in a sentence the

difference between it and the other?
Secretary ICKES. I would rather leave the discussion of the amend-

ment to the Solicitor of the Department. I would like to make this
general statement, if I may-

Senator CONNALLY. Mr. Secretary, I understood you to say a while
ago that you did not contend that the President had approved this
Marland bill. Am I right?

Secretary ICKES. That is what I say.
Senator CONNALLY. That is all I wanted to make clear, you are

not urging this as a measure which has been approved by the Presi-
dent?

Secretary ICKES. If the Senator has listened and will listen to .my
statement, I am not proposing any particular legislation. I am trying
to sustain the proposition that legislation is necessary, and I am leav-
ing it to the wisdom of the Senate and the House to draft whatever
legislation, in their judgment, meets the situation.

At the time of the oil conference in March, it was the well-con-
sidered opinion of the overwhelming majority of oil producers and of
the governments of the oil-producing State)., that immediate meas-
ures were necessary to correct the abuses in the industry. Roughly
speaking, these abuses consisted of an overproduction of oil, a lack
of proper regulation of imports of oil, the running of hot oil, and
widespread evasion of the State and Federal taxes on oil and its
products. Complaint was also made, and vigorously supported, of
an abuse of power by the pipe lines, as expressed in discrimination
as between producers, and in onerous charges for running oil.

Two months have elapsed since the adjournment of the oil con-
ference and nothing has been done to correct the abuses complained
of. As a matter of fact, the industry has gone from bad to worse.
I am informed that oil has sold as low as 4 cents a barrel in Texas,
and while there has been a substantial recovery from these ruinous
prices, the posted price is still so low as to preclude any hope of any-
thing except a heavy loss to the producer. My latest information is
that oil has been selling in Oklahoma and Kansas at 25 cents a barrel,
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and it is probably fair to say. that in every oil field in the country, it
is selling substantially below the cost of production.

Senator McADoo. 'I dislike to interrupt you, but on that point
would you be kind enough to tell the committee who establishes this
price of oil in the different fields, who imposes the price?

Secretary ICKES. I suppose the people that buy the cil.
Senator McAboo. Who are they, the major companies who own

the I.ipe lines?
Secretary ICKES. But that doesn't make the price any higher.
Senator McADoo. I mean those who control it, whether high or

low, are the major companies which own the pipe lines. Is that not
true?

Secretary ICKES. Yes, exactly, and it is proposed to control that
situation.

Senator McADOO. To control the pipe lines?
Secretary JCKES. Exactly.
Senator McADoo. There is nothing in this bill with respect to

pipe lines, I understand?
Secretary ICKES. I think there is some language in there. As

I said, Senator, I prefer to leave the discussion of the legal points to
the Solicitor.

Senator McADOO. It is not a legul point. I just wanted to get the
point whether that was comprehended in the bill.

Secretary ICKES. Yes, sir.
The result is that fear of an utter collapse of this essential industry

is abroad in the oil fields. The several States have frankly confessed
their inability to deal with such a situation. Gentlemen's agreements
have proved abortive. State commissions have clashed with courts,
courts have enjoined the orders of State commissions, legislatures
have adopted resolutions on both sides of the question, and Governors
of States, throwing up their hands in despair, have urged the Federal
Government to step in and to restore order.

I have been flooded with telegrams, letters, petitions, long-distance
telephone calls, and personal representations since the date of the oil
conference. The overwhelming mass of the representations made to
me has been in favor of strict Federal control in the interest of the
industry. A handful have demanded that the Government permit
the industry to rule or ruin itself. In the name of conservation they
have insisted upon an unlisted flow from every well that could be
made to pierce an oil pool.

It wias suggested at the March conference that the industry would
be able to work itself out if production coulh be limited to 2,000,000
barrels a day. This was the overwhehing majority opinion. The
same group of operators who want no control by the Federal Govern-
ment have insisted from the start that the consumptive demands of
the United States are considerably in excess of 2,000,000 barrels a day.

Whether or not 2,000,000 barrels of oil a (lay then or now would
reasonably satisfy the consumptive demands of the country, it is
notorious that the production of crude oil since the date of the
conference has grown by leaps and bounds, until for the week ending
May 18, according to the Oil and Gas Journal, the total production
in the United States was 2,984,184 barrels, an increase over the pre-
ceding week of 81,645 barrels a day. Nor is this the whole story.
This total does not include imports. Least of all does it include hot
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oil, which is oil produced in excess of the amount allowed by law and
which is bootlegged into the market. It is impossible to state
definitely what the daily production of hot oil is; estimates of such
production vary widely.

Senator McADOO. Can you tell us the crude that is imported into
the country now?

Secretary IcxEs. I don't know the amount, but I am excluding this
from the daily total.

Senator MCADOO. It is very important, isn't it?
Secretary ICKEs. Yes; I think it is.
Senator McAvoo. I wonder if somebody could supply that

information?
Senator GoRE. I think Mr. Russell Brown can.
Secretary ICKES. I am told it is around 100,000 barrels a day.
On the basis of the official production for May 18, it is fair to assume

that hot oil was being produced at the rate of 500,000 barrels a day,
which would make a total production, exclusive of imports, of
3,484,184 barrels.

If oil were not so essential to the very life and well-being of our
country, if it were not an irreplaceable natural resource, we might
with complacence sit by and watch the producers kill themselves
off if they lacked the enterprise or the will to take hold of their
own situation and remedy it. But the Federal Government has a
paramount interest in this industry. In my opinion, we cannot
permit men, even if they do invoke the sanctity of private property,
to waste, yes even to permit the flow into the gutter of what may in
time prove to be the very life-blood of the Nation.

It is my deliberate opinion that the Federal Government, if it has
any powers at all that may be invoked, cannot permit this situation
longer to continue. It is imperiling all our plans for an early and
orderly economic recovery. We cannot be prosperous if the second
largest industry we have, representing, as it does, a capital invest-
ment of $14,000,000,000 is allowed to run amuck. The danger is
that unless legislation is enacted by this Congress the situation may
get beyond control with disastrous results not only to the oil business
but to the country.

The governors of the principal oil-producing States, in recognition
of the critical situation, have been petitioning the Government to
take action. Both the President and the Secretary of the Interior
have received several telegrams from Governor Ferguson of Texas.
In her last one, dated May 25, she says:

Replying to your letter of May 22 beg to advise that hill (H.R. 5695) by Mar-
land meets with my approval and I think its early passage is demanded to stop
the illegal and overproduction of oil in Texas and perhaps elsewhere. We have
a deplorable condition in Texas and from reliable information it appears that the
production of oil in violation of our proration laws exceeds the amount permitted
by our proration laws. In my opinion prompt action by the Federal Government
is the only effective remedy for this condition which is resulting In waste of our
most valuable natural resource and at the same time an Inexcusable loss in taxes
to the State and the royalty owners.

Assuring you of my willingness to cooperate with you to the fullest extent to
bring about needed relief, I am,

Respectfully yours, MIRIAM A. Fiuousox

Governor of Texas.
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On May 13, Governor Laffoon, of Kentucky, wired to the President
as follows:

Because of excessive and uncontrolled production of crude oil from flush wells
in Texas resulting in unprecedented low prices of crude oil with which the thou-
sands of small wells in Kentucky cannot compete our local oil industry is demoral-
ized and threatened with complete prostration. I earnestly request that you give
the support of your administration to the measure recently prepared by a com-
mittee representing the Governors of Kansas, Oklahoma, and Pennsylvania
whereby the Secretary of the Interior is given dictatorial powers over the oil
industry. The oil men of Kentucky believe that this particular measure is
preferable to any other that has been proposed and understand it has the full
support of the Secretary of the Interior. RUDY LAFFO0O,

Governor V Kentucky.

On May 12, Governor Landon, of Kansas, wired as follows to the
President:

In re oil industry it appears that at least one major company (and it is expected
that some others will do likewise) with large amount of empty storage is planning
to largely increase its purchases. This will increase outlet and production allow-
able of that company's own production and also allowable of any other interated
company on the production in any pool or pools that might be affected. It will
also force all independent producers to sell their increased allowable in order to
protect their leases from drainage thus giving such larger companies with their
own pipe lines and empty storage a supply of oil at prices much lower than cost of
production. This oil will then go into storage and later when conditions are
stabilized it will be withdrawn from storage and purchases of currently produced
crude will be correspondingly reduced. In other words, their future requirements
will be anticipated on the present ruinous price basis. Time therefore becomes
the essence because if this condition is permitted to continue each day that
passes will see just that much more of the below cost oil go into this empty
storage. The small independent producer is helpless. He needs money even If
it means a conversion of his capital at a loss and he has no storage of his own and
in any event must protect his leases from drainage by producing his allowable
amount. Therefore express the hope that not only for the general pressing
reasons which are familiar to you but for this added special one which has just
developed proper legislation be expedited and I proffer any aid or assistance
I may be able to render.

ALF. M. LANDON.

Governor Landon has specifically endorsed in principle the bill
introduced in the House of Representatives by Mr. Marland and in
the Senate by Mr. Capper. By long-distance telephone and by per-
sonal interview, this bill has the specific endorsement of Governor
Pinchot of Pennsylvania. In a letter of April 7 to the President,
Governor Pinchot wrote:

I desire to raise the question whether the President might not well take such
action in the oil emergency as lie deems necessary in the limitation of daily pro-
duction to present requirements; in the limitation of the amount drawn from
storage, based on last year's withdrawals; and In the limitation of imports
(possibly the fixing of prices for the different grades of oil), and in forming a
board with governmental authority to carry out this plan.

Recently, in a personal interview with the Secretary of the In-
terior Governor Pinchot specifically endorsed the Marland-Capper
bill. A recent letter received from Governor Rolph confesses inability
on the part of the State government of California properly to regu-
late the oil industry in that State. I may say in passing that until
recently the demand from California for strict Federal regulation of
the oil industry has been limited. The sentiment seems to be chang-
ing in that State. Today I received a number of telegrams from
California expressing the desire on the part of the signers who describe
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themselves as independents, for Federal control. Governor Murray
of Oklahoma, both personally and through his representatives, has
endorsed in principle the suggested regulation.

Here, then, is the situation: An unregulated industry lacking self-
control and not susceptible to State restraint, is in a position to do
irreparable damage to our economic situation, now happily, with
respect to most other industries, on its way to full recovery. If the
oil industry should collapse it would mean a strain on banks, the clos-
ing of wells, the shutting up of refineries and the throwing out of
employment of many thousands of men now at work. I need not say
to thi representatives of such States as Oklahoma, Texas, Kansas,
and California, how much the prosperity and well-being of their
States depend upon order in the oil industry. But a folding up of
this industry would have its repercussions in every part of the-United
States.

Communications received from the Governors quoted are in line
with hundreds of similar representations made by oil producers, lessors,
lessees, refiners, bankers, and just ordinary citizens in the oil-producing
States.

It has been urged by some that the benefits running to users of
gasoline justify the low price paid for crude oil. If this is a valid
argument it would be advantageous to the country if the farmer
should get 10 cents a bushel for his wheat and the cotton grower
2 cents a pound for his cotton because then bread and textiles would
be cheaper to tke consumer. The Railroad Commission of Texas
seems to be especially impressed with the validity of the argument
that a lelow-cost price of crude oil is justified because that means
a lower price for gasoline. This position is admirably met in an edi-
torial in the Fort Worth Star Telegram of recent issue, which says in
part,

At present the State is producing about 1,500,000 barrels of crude and getting
an average of 20 cents a barrels for it-or approximately $300,000 a day. It can
be p)ainly seen that regulation of production to a reasonable figure and enforce-
ment by the commission in charge of proration would force the average price to
$1 a barrel, and bring an average of $800,000 a day into the State from this source.
This would be a clear ganof $500,000 a day, or $15,000,000 a month, in money
brought into the Statead at the same time the State would retain In the ground
700,000 barrels a (lay to be sold in the future for a good price.

Now, on the purchasing side, the people of Texas buy about 68,000,000 gallons
of gasoline monthly--a very small proportion of the gasoline supplied by Texas
crUide. Now tle ilfrereice in the gasolineprice with crude at I cent a barrel
and at $1 a barrel is just 4 cents. The difference in cost at the present crude
price and at $1 a barrel is 3 cents. Three cents added to the price of gasoline
consumed in Texas would amount to about $2,000,000 additional cost per month
to Texas consumers. Subtract this $2,000,000 additional cost to Texas consum-
ers from the $15,000,000 gain to Texas producers, and we have a balanceof
$13,000,000 per month, representing the net advantage to Texas of $1 crude over
20-ceitt crude. Or, to put it another way, for every extra dollar required for
gasoline purchases in Texas, an additional $7.50 would be turned into the busi-
niess chan nels of the State to give additional purchasing power to the great number
of citizens who derive their livelihood from the oil industry and to open employ-
ment for many now without jobs.

It is my opinion that the Wagner bill, providing for industrial con-
trot, in its present form does not give the power necessary adequately
to regulate the oil industry. The Solicitor of the Interior Depart-
ment, Mir. Nathan R. Marigold, who has devoted a great deal of time
and study to this question, is in a better position than I am to discuss



NATIONAL INDUSTRIAL RECOVERY

the legal points involved and if you care to call upon him he will be
glad to discuss these legai points with you.

While I am on my feet, Mr. Chairman, I would like to read into the
record the following opinion from Judge Bigwg, Acting Attorney
General, also, if I may, I would like to introduce in the record the
following documents: A letter to the President from the Governor of
Pennsylvania, a certified copy of a concurrent resolution memorial-
izing Congress to provide relief for the oil industry adopted by the
legislature of the State of Oklahoma, a telegram from Governor Fer-
guson of Texas, another telegram from the Governor of Texas, copy
of a telegram from the Governor of Texas addressed to the President,
another telegram from the Governor of Texas, a telegram from the
Governor of Kentucky, quoted in my remarks, editorial from the Fort
Worth Star Telegram-

Senator CONNALLY. Right there, would it interrupt you if I asked
in connection with these governors, if you had anything from the
Governor of Oklahoma?

Mr. ICKES. I have nothing in writing. I thought I had, but on
search of my file yesterday, late in the afternoon-I did not know
until then I was to be called here-that search failed to disclosee it.
I will make further search and send it down if I find it.

Senator McADOO. May I ask if these telegrams are sent in response
to telegrams sent from your Department?

Mr. I-KES. No, sir.
Senator McADoo. They are just sent in to you?
Mr. ICKES. One telegram from the Governor of Texas, one of the

late ones, the one quoted, was sent after she had read a copy of the
bill in question, but there were several preceding telegrams from her
urging Federal legislation. There is also a letter from the Covernor
of California to the President, copy of a letter from the Governor of
Texas to the President, a communication signed jointly by the Gover-
nors of Oklahoma and Kansas, and others.

In addition to that, if I may, I would like to introduce in the
record telegrams and letters received protesting against Federal
control. There are in this file communications from seven States.
I wish also to offer for the record-

Senator CONNALLY. Mr. Secretary, may I ask a question right
there on these protests against it? "Do they include resolutions by
the Texas State Senate and Texas Htouse of Representatives?

Mr. ICKES. Those resolutions ought to be in here.
Senator CONNALLY. I have them and will furnish them for the

record, but I was inquiring if they were in there.
Mr. ICKES. I might say that both the houses of the Texas Legis-

lature have adopted resolutions against Federal control, and copies
of these resolutions, if they are not included here, should be included.

Senator CONNALLY. Have you copies of them?
Mr. ICKE S. I have copies in my file, but if you will furnish a

copy-
Senator CONNALLY. If you have a copy, I would prefer you

furnish it.
Mr. ICKES. I will inquire when I get back. If they are not

included, I will send them down.
Senator CLARK. I don't think it is necessary to clutter up the

record by printing all these telegrams.
176200-38----4
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The CHAIRMAN. It is the opinion of the chair, unless the committee
should decide otherwise, that these communications from the gover-
nors and from the legislatures ought to go into the hearing, but that
these many telegrams should be filed with the committee for the con-
sideration of the committee, but that the record should not be filled
with them. The committee thanks you for leaving these communi-
cations with it.

Mr. ICKES. It was far from my intention to dictate that they go
into the record. I was just offerig them for whatever use you
wished to make of them.

My final offer consists of telegrams and letters in favor of Federal
control, representing opinion from 18 States.

(The papers offered for the record by the Secretary are as follows:)
COMMONWEALTH OF PENNSYLVANIA,

GOVERNOR'S OFFICE,

The PRESIDENT, Harrisburg, April 7,1983.

The White House, Washington, D.C.
DEAR MR. PRESIDENT: Many thanks for your letter of April 1. I have given

it careful consideration and now desire to express my strong approval of those
parts of the report of the committee of fifteen which you approve, Including in
particular paragraphs A-3 and A-4 of the communication of March 29 addressed
to the Secretary of the Interior by a committee representing the governors of
the oil-producing States the independent oil and gas associations, and the
major oil and gas-producing and importing companies.

In addition, I desire to raise the question whether the President might not
well take such action in the oil emergency as he deems necessary in the limita-
tion of daily production to present requirements; in the limitation of the amount
drawn from storage, based on last year's withdrawals; and in the limitation of
imports (possibly the fixing of prices for the different grades of oil), and in
forming a board with governmental authority to carry out this plan.

I -am informed that there are important bodies of opinion among oil men in
Pennsylvania in support of the foregoing suggestions.

As with oil, so with coal. I am vigorously of opinion that strong executive
measures are absolutely necessary before either industry can hope for a return
to prosperous times.

Sincerelv yours, GIFFORD PINCJOT.

DEPARTMENT OF STATE,
Oklahoma City, April 8, 1933.

His Excellency Hon. FRANKLIN D. ROOSE-VELT,
President, United States of America, Washington, D.C.

Sin: In accordance with the provisions of Senate Concurrent Resolution 22,
passed by the Fourteenth Legislature of the State of Oklahoma, memorializing
Congress to provide relief for the oil industry, the farmers, the unemployed,
business and the people generally by providing an adequate tariff or tax on oil
that will place the domestic oil industry on a competitive basis with imported oil,
as shown by the reports of the Tariff commission, I have the pleasure to enclose
herein a copy of said resolution for your use as provided in the same.

Yours very truly, UNA LEE ROBERTS,

Assistant Secretary of State.

STATE OF OKLAHOMA,
Department of State.

To all to whom these presents shall come, greeting:
I R A. Sneed, secretary of State of the State of Oklahoma, do hereby certify

that the following and hereto attached Is a true copy of enrolled Senate Coi.
current Resolution No. 22:

A concurrent resolution memorializing Congress to provide relief for the oil
industry, the farmers, the unemployed business, and the people generally by
providing an adequate tariff on tax on oil that will place the domestic oil industry
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on a competitive basis with imported oil as shown by the reports of the Tariff
Commission, the original of which is now on file and a matter of record in this
office. 

I
In testimony whereof, I hereto set my hand and cause to be applied the Great

Seal of State.
Done at the city of Oklahoma City, this 28th day of April, A.D. 1933.

R. A. SNEED, Secretary of State.

(Enrolled)

SENATE CONCURRENT RESOLUTION No. 22, MEMORIALIZING CONGRESS TO
PROVIDE RELIEF FOR THE OIL INDUSTRY, THE FARMERS, THE UNEMPLOYED,
BUSINESS, AND THE PEOPLE GENERALLY BY PROVIDING AN ADEQUATE TARIFF
OR TAX ON OIL THAT WILL PLACE THE DOMESTIC OIL INDUSTRY ON A COM-
PETITIVE BASIS WITH IMPORTED OIL AS SHOWN BY THE REPORTS OF THE TARIFF
COMMISSION

Whereas business generally, not only in Oklahoma and the Southwest, but
throughout all the oil-producing States affecting over 22,000 000 people. has been
directly depressed by the long distressed condition of the oil industry and which
depressed condition has now become very serious; and

Whereas excessive importations of foreign oils continue to flow into our coun-
try, constantly increasing in volume until the flood has reached alarming propor-
tions; and

Whereas in the year 1932, in Oklahoma alone, the total production of crude oil
was over $215,000,000 less than for the year 1929, which tremendous loss would
have been saved had there been a tax or a tariff of $1.03 per barrel on crude oil,
thereby placing domestic oil on a competitive basis with importations as shown
by the latest report of the Tariff Commission; and

Whereas the rentals and annual royalty income, mostly paid to farmers, have
been reduced millions of dollars yearly which increasing loss continues to add to
their already unbearable burdens; and

Whereas the schools of Oklahoma have suffered severely in the loss of nearly
$6,000,000 in gross production tax in the single year of 1932 compared with the
gross production tax received in 1929; and

Whereas not only have the farmers and the schools sustained severe losses,
but also banking, transportation, manufacturing, industry, utility, and every
type and character of business have been adversely affected by the distressed
condition of the oil industry and by the great loss in purchasing power due to the
taking of our domestic markets by the importations of cheap foreign oil; and

Whereas the general unemployment situation has- been very greatly aggra-
vated by the thousands of oil-field workers, geologists, land then, lease men,
scouts, and office employees, forced out of employment, and by the thousands
now ur#employed but formerly employed by business dependent on the ol
industry, the third largest industry in the Nation: Now, therefore, be it

Resoled by the Senate of the State of Oklahoma (the house of representatives
coneurrinq therein), That the Congress of the United States be, and it is hereby,
memorialized to give relief to the distressed oil industry, and thereby to the
Nation generally, by immediately levying an adequate tax or tariff upon im-
ported petroleum and its refined products that will enable our domestic oil
industry to meet importations of foreign oil and its refined products on a com-
petitive basis as shown by the report of the Tariff Commission; be it further

Resolved, That copies of this resolution be sent to the presiding officers of the
legislative bodies of the other oil-producing States with the request that they
transmit similar memorials to Congress; and that a copy of this resolution he
transmitted to the President of the United States, and to the President of the
Senate, and to the Speaker of the House of Representatives of the Congress of
the United States, and to each of the United States Senators and Congressmen
representing the State of Oklahoma.

Passed the senate the 18th day of April 1933.
Passed the house of representatives the 22d day of April, 1933.

JOHN A. MAC DONALD,
Acting President of the Senate.

TOM ANGLIN
Speaker of the House of representatives.Correctly enrolled.

CLAUDE LIGGETT,
Chairman Committee on Engrossing and Enrolling.
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AusTi, Tnx., May 2,5, 1931.
HOn. HAROLD L. ICKES,

Secretary of the Interior:
Replying to your letter of May 22, beg to advise that bill H.R. 5695 by Marland"

meets with my approval, and r think its early passage is demanded to stop the
illegal and overproduction of oil in Texas and perhaps elsewhere. We have a
deplorable condition in Texas, and from reliable information it appears that the
production of oil in violation of our proration laws exceeds the amount per-
mitted by our proration laws. In my opinion, prompt action by the Federal
Government is the only effective remedy of this condition which is resulting in
waste of our most valuable natural resource and at the same time an inexcusable
loss in taxes to the State and the royalty owners. Assuring you of my willingness.
to cooperate with you to the fullest extent to bring about needed relief I am
respectfully yours, MIRIAM A. FERaUsON, Governor of Teas.

Hon. FRANKLIN4 D. RooesvEvr, FRANKFORT, KY., May 18, 1988.

Washington, D.C.:
Because of excessive and uncontrolled production of crude oil from flush wells

in Texas resulting in unprecedented low prices of crude oil with which the thou-
sands of small wells in Kentucky cannot compete, our local oil industry is de-
moralized and threatened with complete prostration. I earnestly request that
you give the support of your administration to the measure recently prepared
by a committee representing the Governors of Kansas, Oklahoma, and Penn-
sylvania whereby the Secretary of the Interior is given dictatorial powers over
the oil industry. The oilmen of Kentucky believe that this particular measure
is preferable to any other that has been proposed, and understand it has the full
support of the Secretary of the Interior.

RUBY LAFFOON, Governor of Kentucky.

GOVERNOR'S CHAMBERS,
Sacramento, Calif., April 11, 1938.The PRESIDENT OF THE UNITED STATES,

Washington, D.C.
DEAR MR. PRESIDENT: I have the great honor to acknowledge receipt and to

thank you for your letter of April 1, and the oil committee recommendations
which accompanied it. They were promptly sent to both houses of our legisla-
ture now in session, and a copy of my letter of transmittal is attached hereto.

My delayed acknowledgement is due to the fact that before writing you,
I desired to confer with the various factions of the oil industry in California, in
the hope that inspired by national recommendation of the need for action, and
by your desire to stabilize the industry, the differences which have heretofore
existed in California might happily be compromised. I deeply regret that I
cannot assure you of my success.

The dissenters are made up of a small group representing not more than 5
percent of the production in the State. They have persistently refused to sub.
scribe to the plan of voluntary curtailment in this State, which with their cooper-
ation would now be adequate to meet the situation here without statutory enact.
ment. The minority report recently filed in Washington is their statement.

Two years ago our legislature passed, and I signed, a bill introduced by Senator
William Sharkey, designed to control the production of crude oil. This control
was lodged in a board to be elected by the oil producers. A small group of pro-
ducers were dissatisfied with the bill and opposed its passage, stating that they
would resist any regulatory legislation. The referendum was invoked, and a pub-
lic campaign followed in which the charge was made that the ratification of this
measure by the people would result in monopolistic control of the oil industry by
the major companies, and in 30-cent gasoline, which would be a higher price than
that paid during the war period.

I have never thought the opponents of the Sharkey bill really believed either
of these statements to be correct, but those unable to acquaint themselves with
the facts undoubtedly accepted the statements as true, and the bill was defeated
4to1.
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Please be assured of my sincere desire to collaborate with you In a national plan
,of oil proration, and it is my earnest hope that the California Legislature will
seriously consider the recommendations of the national committee now before It.
With personal regards to you,

Respectfully and sincerely yours, JAMES ROLP, Jr,
Governor of 6 alifornia,

STATE OF CALIFORNIA, GOVERNOR'S OFFICE,
Sacramento, April 7, 1988.

To the President and Members of the Senate of the State of California and the Speaker
and Members of the Assembly of the State of California:
I received today a letter from the President of the United States which I

tranasnit to you without delay. It concerns the national policy of oil con-
servation and California's part in It. The President's letter is accompanied by
copies, transmitted herewith, of the unanimous report of three committees which
met last week In Washington comprising: (1) representatives of the Governors
of oil-producing States, (2) Independent producers, and (3) major companies
supplemented by a resolution adopted at the conference of the governors of 19
States who were represented at the meeting, and also by a report signed by the
Independent Petroleum Association Opposed to Monopoly.

The President directs particular attention to the first two recommendations
of the combined committees representing State executives and the oil Industry-
namely, the temporary closing of all flush production and the immediate adoption
of a conservation statute by States which have no law adequate to meet the
existing emergency.

Two years ago our State legislature passed, and I signed, a restrictive bill
which was intended to anticipate in this State the situation which is now recog-
nized as one of national importance on account of conditions here and in other
oil-producing States. The measure was defeated on referendum. This may
have been due to the fact that our proposed statute gave In substantial part the
enforcement of oil restriction to representatives of the industry itself. In
acting upon the President's message and the recommendations which accom-
panied it, you may wish to consider the advisability of giving to some such con-
stitutional body as our Railroad Commission the power to limit and prorate
production.

The present recognition by the executives of all the oil-producing States, by
the industry at large, and by the President and his Secretary of the Interior, of
the need for immediate action will, I think commend Itself to you and justify
in no small measure the course proposed In tiis State two years ago.

If there were any doubt about the timeliness of the action taken then, it is now
removed. Recognition will readily be given to critical conditions and to the
need for exercising every effort not only to Insure the success of the national plan
but also to preserve one of the great Industries of the State.

I leave to you the detail of the plan and the policy which you will adopt to meet
our present need and the President's request, with every confidence that prompt
and constructive action will be your response.

Respectfully, JAMES ROLPI, Jr.,

Governor of dalifornia.

MEMORANDUM AS TO SENATE BILL 1712 KNOWN AS THE WAGNER BILL, AND
HousE BILL 5720, INTRODUCED BY MR. MARLAND, KNOWN AS THE OIL
BILL

OFFICE OF TT% ATTORNEY GENERAL,

The SECRETARY OF THE INTERIOR. Washington, D.C., May 26, 1988.

DEAR MR. SECRETARY: I have examined the above two bills now pending In
Congress, and I am of the opinion that the provisions of the Wagner bill do not
have the effect of conferring upon the President the powers which are proposed
to be conferred upon him in the oil bill.

Respectfully, J. CRAWFORD BIGS,

Acting Attorney General.
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OKLAHOMA CITY, OKLA., May 8, 1938.The PREsIDENT,

The White Houe:
The undersigned Governors of the States of Oklahoma and Kansas make

reference to your letter of March 28 addressed to us. We have just met in con-
ference the subject matter of that conference being your letter and the present
demoralized condition of the petroleum industry. We have reached the following
conclusions and make the following suggestions.

First. We are of the opinion that aid must be forthcoming from the Federal
Government, this to take the form of an appropriate act of Congress which
has as its basic object the balancing of the supply and demand and the fair
apportionment of such demand as may exist for crude oil among not only the
various producing States but also among the various pools therein. We have
before us copies of a proposed law which has been presented to the Secretary of
Interior and which press dispatches state he has transmitted to you for examina-
tion without discussing either legal or a number of detail features of that pro-
posed law. We state that we generally are in accord with its apparent objec-
tives. We emphasize the fact that our States have particularly suffered because
of the lack of control over allocations of purchases which in turn among other
reasons result from a failure to properly limit imports.

We believe that fair and proper legislation should further provide in sub-
stance for a limitation of imports to an amount not exceeding the average daily
imports for the last 6 months of the calendar year 1932, which was the unanimous
recommendations of the committee of 15 composed of representatives of gov-
ernors, major companies, and independents at the Washington conference on
March 27 last. Tho Governor of Kansas has appointed as his representatives:

E. B. Shawver, president Producers and Land Owners Association of Kansas.
Carl Weiner, president Stripper Oil Well Association.
Ralph J. Pryor, chairman State Oil Advisory Committee.
The Governor of Oklahoma has appointed as his representatives: Cicero I.

Murray, Wirt Franklin, W. N. Davis.
We have given authority and Instructions for those appointed to go to Wash-

ington as our representatives to solicit from the National Administration and Con-
gress such aid and cooperation so necessary to accomplish these specific purposes
mentioned above and generally do what they can with aid of your-Excellency and
Congress to restore prosperity to this great basic industry.

WM. H. MURRAY, Governor of Oklahoma.
ALFRED M. LANDOM, Governor of Kansas.

EXECUTIVE. DEPARTMENT,

Hon. FRANKLIN D. ROOSEVELT, Austin, Tex., May 5, 198.

President, Washington, D.C.
My DEAR MR. RoosEvELT: I today wired you as follows:
"The oil industry in Texas is still in a very confused and desperate condition.

The illegal production of oil perhaps approximates the legal production of oil.
Known violators of our proration laws appear to have the confidence of our
Railroad Commission which under its powers is permitting an overproduction of
oil amounting to 400,000 barrels daily. Lack of power of the State to control
interstate shipments and the importation of foreign oil coupled with the failure
of our Railroad Commission to control the situation makes it doubtful whether
the oil situation in Texas and Oklahoma and other oil-producing States can be
successfully controlled by State jurisdiction.

Our situation in Texas grows worse every day and the people, especially in
east Texas are becoming desperate, and while there has not yet been any serious
outbreak there is so much intemperate expression and Ill-feeling in the minds of
the people that we will not be surprised if a serious situation might develop any
day. In view of this perilous condition, and the ruinous and ridiculous prices
now being paid the producers which are destroying the industry, I have decided
to say to you that in my opinion the public service will be best conserved by
the prompt passage of laws that will give to you authority to take charge of the
oil industry as emergency legislation to continue for at least two years or until
the present deplorable situation is relieved. I do not have in mind any particular
verbiage, but I suggest the passage of legislation in the form and substance of the
Capper bill or Ickes bill as mentioned in the dispatches. I had hoped that con-
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ditions might have improved to where the action here suggested might be unneces-
sary, but the failure of the legislature to give the executive department any power
to act in the premises and the apparent indisposition of our Railroad Commission
to act with any dispatch makes it my duty to call the matter to your attention
in the hope that your good offices might be enlisted in the rendering of an impera-
tive service. You are at liberty to give this communication to the press and a
letter of even date will follow giving further facts," which I beg now to confirm.
It appears that our petroleum industry in Texas as well as In other States is in a
very chaotic condition. I had hoped that the situation might be composed and
that respect for our proration laws would long before now have had the effect to
bring about an orderly production of oil. It appears, though, that such is not
to be the case under present conditions and arrangements.

The problem confronting us hi Texas is that there is a silent war going on
between those who want to produce oil illegally and those who want to comply
with the law. Unfortunately, the violators of our proration laws have had too
much encouragement from those in authority. The violatiors have construed
their recognition as a license, as it were, to produce and they have produced
many million barrels of oil in violation of law and without paving royalty to the
owners of the lease or taxes to the Government, Recently the Railroad Com-
mission issued an order which permitted the production of nearly double the
amount of oil required, and this soon resulted into an abnormal surplus which has
almost destroyed the value of oil, and it is now selling legally and illegally In
enormous quantity at 10 cents a barrel.

For some reason, best known to themselves, our Railroad Commission seem
determined to authorize this ruinous production and if such a policy is continued
it will perpetuate further destruction of a valuable natural resource, and it will so
intensify the feelings of the people as to incite them to exasperation which soon
will result in a disregard for all law and violent conflicts will undoubtedly result.

It is my opinion that if something is not done quickly the entire industry in the
United States will be destroyed and profitable operations of oil wells will be
impossible. As we have such an enormous area in Texas that is known to be
underlaid with petroleum it can be readily seen how our excessive production will
effect the price of the product. It is pressingly necessary for prompt enforcement
of the proration laws in all parts of our State In order that we may escape the
disastrous consequences of overproduction in the way of low prices.

As stated in my message, any State labors under considerable difficulty in
dealing with oil shipped interstate and oil imported into the different States.
These matters are peculiarlY, under the Jurisdiction of the Federal Government,
and the volume of business .nvolved greatly overtaxes and expands the facilities
of the State to cope with the situation. In addition, the magnitude of the under-
taking is so great that the expense is quite burdensome to the State and it is
difficult to provide the funds necessary to accomplish the necessary control of the
industry.

It has been suggested that these matters might be fit subjects for compact
agreement between the States. There is merit in the suggestion but I think
the hopes of relief from compact agreements between the States would be remote,
and certainly they would come after years of litigation in the courts. The situa-
tion is now so pressing that some agency must be upset with iron-hand authority
to get results. It is in view of these facts that I have come to the conclusion,
reluctantly, that the only solution is for the matter to be placed under your juris-
diction and authority until the emergency is passed. I indeed regret that
request for such action on the part of our State is necessary, but it appears that
there is no other course.

With best wishes for your health and success and with continued esteem, I am
Faithfully yours,

Governor of Texas.

Senator McADOO. In your statement you referred to a conference
of governors in the Interior Department?

Mr. ICKES. I said representatives of the governors.
Senator McADoo. The governors did not attend, but sent repre-

sentatives?
Mr. IcK:s. My statement was representatives of the governors.

There was one Governor, the Governor of Kansas.
The CHAIRMAN. Thank you very much, Mr. Secretary.
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Mr. ICKEs. I thank you, sir.
The CHAIRMAN. Is the solicitor who prepared this amendment that

you are going to suggest here?
Senator CAPPER. Mr. Chairman, the Secretary mentioned the fact

that Mr. Margold, Solicitor of the Department of the Interior, had
made a sl)ecial study of this question from the standpoint of the legal
questions involved. Would the committee like to hear from Mr.
Margold? lie is here and will be pleased to make a short statement.

The CHAIRM AN. Very well. The solicitor will be heard next.

STATEMENT OF NATHAN R. MARGOLD, SOLICITOR, DEPARTMENT
OF THE INTERIOR

Mr. MARGOLD. Mr. Chairman, and gentlemen of the ,ommittee-
Sonator McADoo. Is this just. on the legal phase of the subject?
The CHAIRMAN. I understand the solicitor has prepared, at the

instance of the Department, an amendment that is more brief in
form than the Capper and Marland amendment, and that lie is
going to submit that and discuss it.

Mr. MAltGOLD. What we have tried to do was to combine the
Capper and the Marland bills with this, and in doing so to cut out
every provision in the latter bill which was prepared specifically
with reference to oil problems, which in our judgment was covered
by the general industrys recovery bill. We simply strike lines
through the old bill and retain the features relating to the conserva-
tion of oil. The general bill relates to unfair competition. The
special problem in oil, which we do not believe was covered, and
which needs to be covered, because it is a vital problem, is the prob-
lem of supplementing the efforts of the States to conserve their oil
resources and in doing so, we simply leave the provisions for enforc-
ing or helping the enforcement of State proration laws, for allocating
a fair proportion of the total consumptive demand to the States, and
provide machinery to see that the individual States and the producers
therein shall not exceed a fair, equitable proportion. That part of
the bill we have left in. The other part, questions as to unfair com-
petition, price fixing, and general matters, we have cut out because
they are covered, in our opinion, sufficiently at least by the general
bill.

Senator McADOO. You are referring to the so-called "recovery bill"?
Mr. MARGOLD. Yes; the industrial recovery bill. What we did

was to try to cut obt every provision which, whether by implication
if it is a proper implication, or expressly, was covered by the so-called
"Wagner bill" or Pindustrial recovery bill."

Senator CAPPER. We planned to ask the committee to add this oil
control legislation as another title, an additional title ot the general
industries recovery bill.

Senator McADOO. Mr. Margold has simply taken the essentials
out of that bill that are not covered in the recovery bill and proposes
those as an amendment to the recover bill?
Mr. MAIRGOLD. Yes; as a separate title.

The CHAIRMAN. You may file that with the committee, and I would
suggest that one of the Senators offer it as an antendment, so that
it may be printed.
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Mr. MARGOLD. I have a copy, which I have inserted in the general
recovery bill-I have inserted in the general recovery bill this new
title so that the entire bill can be printed with the new title in it.

Senator McADOO. Mr. Margold, you spoke of the allowables or
the proration that is contemllated by these measures. Is it your
view and the view of the Department that if, for instance, the State
of California produces no more oil than she needs for her own pur-
poses, and other States are producing more, that Cadifornia shall be
cut down so as to make a market for oil from other States?

Mr. MARGOLD. No. As we understood it, we are trying to regulate
the interstate market. We do not try to regulate intrastate matters,
except as they affect the interstate market, and one of the reasons that
we think the special oil title is necessary is that if the Wagner bill were
extended to the other it would give a great deal more power to regu-
late intrastate matters through the licensing system than is contem-
plated under the oil bill.

Senqitor McADoo. As a matter of fact, when you begin to regulate
interstate commerce in these commodities, because they are affected
with the public interest, don't you, as a matter of fact, reach out and
regulate intrastate commerce in that particular.commodity?

Mr. MARGOLD. You do only to the extent that the regulation is
necessary to make effective and adequate your regulation of interstate
shipments of those commodities.

Senator McADoo. That is a complete power over intrastate com-
merce. We had the same problem over railroad rates. When I be-
came Director General of Railroads we were proceeding upon the
theory, or had tip to that time, that intrastate rates should be con-
trolled by State commissions and interstate rates by the Interstate
Commerce Commission, a wholly unworkable plan, because intrastate
rates always affect the interstate rates, and the result was after the
railroads were returned to the private owners Congress enacted at law
which asserted the power to fix not only interstate rates but intrastate
rates upon the theory that the intrastate rates affected the interstate
rates.

Mr. MARGOLD. That is something in our national structure which
cannot be helped in adhering to the decisions of the Supreme Court
that the interstate power is paramount. But let me state this, and
this is one of the things we try to do in this bill; we were tryin; to
supplement, not to supplant, State regulation and State conservation
laws, so that if a State and the State authorities, by its regulation of
the wells and the producers in a State, impose upon them a fair
allowable of the interstate market apportioned to that State, then
under this bill there is no authority to intervene. The matter of
apportionment in the State is left entirely to the States. It is only
when they exceed and thereby infringe upon the rights of other
States and their fair portion of the market that we have any right to
intervene.

Senator McADOO. The point I am making is this; once youi assert
the power you are attempting to get here, inevitably, because it is
inherent, you will be able to regulate intrastate commerce in oil?

Mr. MAnIGOLD. I would say under our hill we try by imposing re-
strictions not contained in the other, and that is one of the reasons why
it is preferable to have a special oil provision as a title, rather than
leave it to the general Wagner bill-we tried to limit and hedge it
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around so that, as I say, as long as a State is keeping witln its fair
proportion of the market demand there is no authority under this bill
for the Federal Government to come in.

Senator CLARK. But, after all, Mr. Marerold, the question whether
a State is staying within its fair allowable is a question for this
dictator you are setting up?

Mr. MARGOLD. Yes; but there are provisions here as to allocation,
and whether or not States are staying within it is easily ascertained.
The important problem is in the allocation of the fair allowable as
between States, and that I think is purely a Federal matter, because
it concerns no ope State. Not Texas, not California, not Oklahoma,
but a group of States in their interstate relationship.

Senator McADoo. Then, the meat of the whole matter, Mr.
Margold, is there. If California is producing an amount of oil only
sufficient for her own consumptive power, under the power you now
seek to confer upon this dictator, whoever he may be, that allowable
may be fixed at a point where California's production, which is
sufficient for her own needs, might be reduced 50 percent, and the oil
from other States brought in to supply the deficiency.

Mr. MAROOLD. I would say that if that were done it would be
neither fair not equitable, and there is a provision here for judicial
review.

Senator McADOO. I know, but the power is given to do it.
Mr. MARGOLD. The power is given subject to limits like any other,

and the fact that it may be exceeded is no reason for not giving the
power. There is machinery here to keep that power within equitable
limits, and within equitable limits the power is necessary, because if
we don't have that power California, by producing more than its fair
share of the interstate-not the intrastate-there is nothing here with
reference to the intrastate, but the interstate-market could thereby
take away from other States their fair share of that. The matter of
allocating the interstate market and assigning to each State its fair
equitable proportion is, as we see it, a national matter, a matter for
the Federal Government, because no State can do it. It has been
attempted by sort of voluntary, purely informal agreements, through
the Oil States Advisory Committee, but that has failed, and it is the
very failure to do it which has produced the present situation and which
led to the calling of the governors' conference about which the
Secretary has testified.

Senator McADoo. Don't you think it is essential in the preparation
of any plan here that the divorcement of the pipe line should be
included? How can it be made effective unless you do have adequate
power to control those pipe lines now owned by the major companies?

Mr. MARLAND. There is some power already in our bill.
Senator McADoo. Why not have it adequate?
Mr. MARGOLD. Because, to my mind, I personally have not, and

nobody else has come forward, although I have requested it, with
an adequate, effective, and workable plan for divorcement of these
pipe lines.

Senator McADoo. Haven't we the right to depend on you if you
are preparing this legislation to see that is put in here?

Mr. MARGOLD. We have to prepare legislation, and this legislation
was prepared, within the limits of human ability, certainly my ability,
and in the short time allowed for the preparation of this, and the
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emergency is urgent, we did the best we could, and we did not get-
and that is the reason we did not put it in-any workable plan for the
effective divorcement of the pipe lines. I have invited those inter-
ested to submit an effective provision. There isn't any that we have
that we can recommend at the moment. That does not mean it
should not be done. If the Senator has a way to do it, all right.
But we in the Department, working on this problem, working night
and day, have not been able to complete it in the short time we have
had.

Senator McADoo. It is not a question, I think, of the length of
time here, because I think we have adequate time to find such a
provision, which I regard as absolutely essential to any legislation.
Why give these great monopolistic oil companies the control of this
oil situation? Why not, while we are doing it, make the plan per-
fect as we can do it, by putting in a provision with regard to the
regulation and control of these pipe lines which would deprive them
of the opportunity they now possess of arbitrarily fixing tile price of
oil at any time? These great companies have tile power of the con-
fiscation of private property greater than the United States or any
nation, and that is a power we want to curb, and if there is to be any
allocation of oil in those States, or any regulation of oil-and I am
not opposed to it if it is properly done-then I say these pipe lines
have got to be controlled, and these major companies have to play
square with the American people and the American producer.

Mr. MAROOLD. I don't know whether the Senator has read the
bill, but the bill does contain a provision with reference to the pipe
lines.

Senator CONNALLY. What provision?
Senator McADoo. From what I see the provisions were inadequate.
Mr. MARGOLD. And may I say the question of proration between

the States, so that each, as a Federal matter, shall have its fair pro-
portion of the market, is one wholly separate and apart from the
question of pipe lines and the monopolistic practices. The two are
not related. They are two separate problems. There is no reason
why, if we have an adequate, effective means of dealing with one, we
should not do it, merely because we have not as yet discovered any
effective means of doing the other. These are the provisions we put
in our bill temporarily until some workable scheme for accomplish-
ing the divorcement itself has been presented.

Senator CONNALLY. Why didn't you put them in this bill? Why
do you say are you putting it in temporarily until you can figure out
some plan of divorcement? .

Mr. MARGOLD. I was coming to that. Setting to one side the
question of how this investment is being used, there is a tremendous
investment in these pipe lines. We simply can't say to people,
"Give it away," unless we have some scheme.

Senator CONNALLY. There isn't as much money invested in the
pipe lines as there is in the whole industry. You are prepared to
regulate the industry. Why aren't you prepared to regulate thepipe lines?PIIr. MRGOLD. We are trying to regulate it or to make it effective,

but we would have no way of regulating the pipe lines so as to
.administer the control. Who is going to buy them?

Senator CONNALLY. You are against divorcing those pipe lines?
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Mr. MATGOLD. No; I am not.
Senator CONNALLY. Why are you making an argument against it,

then?
Mr. MAROOLD. I am saying I do notknowhow to doit at the moment.

If anybody has a workable scheme, that is all right, but I have none.
I am not against it. I am for it. May I read the provision of this
bill? Page 8, subsection (i), line 17. These are the powers of the
Oil Administrator under this bill:

(i) To investigate any monopolistic practices in the oil industry in the United
States and to take steps to curb them under existing laws, to investigate the
feasibility of divorcing the pipe lines and storage facilities from affiliated refinery
or holding companies, and to devise a practicable means for attaining that end.

(J) To institute proceedings to divorce from any holding company any pipe-
line company which Is controlled by such holding company in contravention of
existing antitrust laws.

Senator CLARK. The other title of this proposed act proposes to
repeal all the provisions against monopoly.

Mr. MARGOLD. May I read that provision (j):
(j) To institute proceedings to divorce from any holding company any pipe-

line company which is controlled by such holding company in contravention of
existing antitrust laws.

Senator CLARK. And if you haven't any antitrust laws, that
section doesn't mean anything either?

Mr. MARGOLD. Let me go on:
(k) To initiate or Intervene in all cases conerning rates and regulations in

reference to the transportation and storage of crude petroleum and its products
by pipe lines and railroads, and upon his request, the Interstate Commerce
Commission shall grant a preference to the hearing and determination of such
cases.

That is the only provision for the moment which we can put in
that has teeth in it, until some workable means is found for divorcing
these holdings, for finding somebody who will be really independent
who can take over this investment. You regulate the rates and the
terms of transportation, and a preference is given in the hearing and
determination of these cases so as to see to it that these abuses are
curbed until the source of the abuse, namely, the affiliation and
ownership, can in some practicable way be divorced. Now, if there
is anybody who can devise a means for disposing of this vast property
interest and do it in a way so that the same people who control the
major oil companies and storage facilities will not control the pipe
lines, we are in favor of it. The only thing we haven't got is the
method of doing it, and pending the investigation and inquiry and
the finding of some practicable method-not merely a rule of law
which will not in practice effect the divorcement-for divorcement
of actual control, rather than merely of ownership, we have this
provision for the preference in regulation both as to rates and other
things, so as to curb, so far as possible, the abuses about which the
Senator from California so justly complains. If the Senate com-
mittee can help us in that we want the help, but we are not in a
position to do it. We have done the best we could. We think that
if emergency legislation like this will take care of the most pressing
of the vital needs of the industry and the public over a crisis which
otherwise may well be expected within a very short time, and enable
us to work out the larger problem for the next session of Congress,
then it should be adopted.
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Senator McADOO. Mr. Margold, you are familiar with the fact
that we divorced the railroads from the coal properties that they
owned?

Mr. MARGOLD. Right.
Senator McADoo. And also from other enterprises, some years ago,

and I don't see that there would be any greater difficulty in dealing
with this question along the same lines. Let me just call your atten-
tion to the fact, I suppose you are familiar with it anyway, but over-
night in California the major oil companies which control the pipe
lines can mark oil down from $1.25 per barrel-I take an arbitrary
figure-to 50 cents a barrel. Overnight, and without any reason
apparently for it at all, and they have marked it down recently to 35
cents a barrel purely arbitrarily. There was no economic justification
for it whatever, just because they had the power to do it, and every
independent and every farmer who has leased oil lands. and every
royalty owner, all the citizens of that great section ok the United
States, the so-called "Los Angeles Basin", are just reduced in income
by the arbitrary will of a few major companies to practically nothing.
That is an abuse that has to be controlled, and if this bill is passed
we ought to protect against the continuation of those aggressions on
the part of big and powerful companies in my State. I suppose the
same conditions prevail elsewhere.

Mr. MARGOLD. I should say in my judgment this bill, even as it is,
will reach that situation. It will, however, not provide a permanent
solution until the divorcement of interest occurs, and for that reason
we put in a provision recognizing that this is merely a temporary ex-
pedient, and that a more permanent solution should be reached.

Senator McADOO. I would like to make another statement for the
record. Speaking about this industry in California, if there is over-
production in California, it is due to the major companies which are
always drilling. They are the offenders, not the little fellow. They
overproduce oil and make the little fellow suffer for it.

Senator CAPPER. And there is the oil imported from Venezuela and
foreign countries all the time, too.

Senator McADOO. I was just going to ask the question whether
under your scheme you are going to require American States to pro-
rate with Venezuela and Mexico.

Mr. MARGOLD. Yes; there is the specific provision to that effect.
The only exception is that in order to protect American labor which
is refining oil which is being imported and reexported, there is a provi-
sion for unlimited importation, under bond, subject to reexportation
after manufacture and refining.

Senator McADoo. Why should that be done when we can manufac-
ture our own oil and export it? That is one trouble we have got now.
As it stands today we are in competition with the cheap oils that are
produced in these South American and Central American countries.
Every barrel of crude that is brought in here and refined and then
exported deprives American producers and American labor of the
benefit of that much trading. Why should we continue that?

Mr. MARGOLD. That is a matter of judgment.
Senator McADOO. It is a matter of justice, isn't it?
Mr. MARGOLD. It is a matter of judgment as to what is just and

what is going to be for the best interests of American labor. As I
understand it, there isn't a great opportunity for American-produced
oil to compete with foreign-produced oil in foreign markets.
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Senator McADOO. If you would make the price of Texas oil 10 cents
a barrel, then they could compete with anything.

Mr. MAROOLD. You couldn't have the price of Texas oil 10 cents
a barrel without destroying 300,000 stripper wells in this country
forever.

Senator McADoo. I agree with you.
Mr. MARGOLD. And you can't have it for any long time in Texas

without uestroying the effectiveness of the Texas fields in the form of
flush production, and then permanently ruining an important natural
resource in the capacity of those wells.

Senator McADOO. My point is this: This bill ought to provide for
an absolute embargo on foreign oil so long as the proration is going
to be made between States.

Mr. MARGOLD. This bill which relates to the proration of the
American market provides for an absolute limitation as of the
maximum produced the last 6 months.

Senator McADOO. You mean of foreign oil?
Mr. MARGOLD. Of foreign oil and provides further that for any

limitation which is deemed equitable as between the imports and the
domestically produced.

Senator McADOO. The point I am getting at is this; here we have
got overproduction in America, you say?

Mr. MARGOLD. Yes.
Senator McADOO. We concede that for the moment. Why so longas there is overroduction here should American production and

producers. whlch involve labor and every form of the oil industry,
be obliged to concede a part of what they are justly entitled to as
producers under the flag of the United States, to some foreign country,
where wells are operated by peon and cheap labor, and where the
geographical and other conditions make it possible to produce oil
cheaper than we can produce it here? Why should we be required to
prorate with Venezuela and Mexico?

Senator REED. Will you apply that same doctrine to manu-
factured articles, Senator?

Senator McADOO. I think that is a different thing. We protect
manufactured articles from the very thing I am contending our oil
should be protected from.

Senator REED. And today they are being driven out of business by
products from Japan.

Senator McADOo. I am opposed to that, Senator.
Mr. MARGOLD. I would like to read the provision which we have

here, and then I would like to defer on this point to others more
familiar with that part of the industry than I that can make a more
adequate statement based on personal knowledge which I do not have.
That question will be taken care of by other witnesses who have expert
knowledge of the subject, but the provision to which I have referred
is found on page 5, line 14 and following, running over to page 6. I
will read it:

(b) To establish regulations concerning the importation of crude petroleum
and the products thereof; and no foreign crude petroleum or the products thereof
shall be imported into the United States without a certificate from the Secretary
of the Interior stating that said crude petroleum or the products thereof are Im-
ported in accordance with the regulations concerning market demand: Provided,
That as long as the United States has the capacity to produce sufficient crude
petroleum to supply the demand for consumption within the United States and
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for export of petroleum from the United States, the Secretary of the Interior
shall have authority, and he is nereny directed, to limit imports of crude petroleum
and any of the products thereof to an amount not exceeding the average daily
imports of such crude petroleum and the products thereof during the last 8
months of the calendar year 1932: Provided further, That the provisions of this
paragraph shall not be held or applied to prohibit the importation of crude petro-
leum and the products thereof, under bond for purposes of exportation after
processing, refining, or storage in this country.

(c) To allocate to the oil-producing States equitable proportions of the total
market demand, determined as provided in this section, in order to preserve
and protect the correlative rights of the oil-producing States and to assist them
in the proper enforcement of their State conservation statutes.

(d) In the case of the failure of any State to accept conform, or agree to
restrict production, to the amount determined for that Atate by the Secretary
of the Interior or in the event that there is no State authority to restrict or
prorate production to the amount determined by the Secretary of the Interior,
the Secretary may appoint an emergency committee to prorate equitably the
production within that State to pools, areas, and common sources of supply to
conform to the amount determined by the Secretary of the Interior and to pre-
vent unreasonable discrimination in favor of any one such pool, area, or common
source of supply as against another; and in the event that such a committee
cannot agree upon a basis of proration, the Secretary may establish the allow-
able production of pools, areas, common sources of supply, and/or wells.

(e) To recommend to each oil-producing State the enactment of uniform
laws for the conservation of crude petroleum for the prevention of the pre-
mature exhaustion of the domestic supply, and for the limitation of production
to the reasonable market demand.

(f) To prevent the premature abandonment of wells of settled production the
Secretary of the Interior is hereby authorized and directed to establish mini-
mum prices for crude petroleum and the Secretary of the Interior shall consider
the average operating costs of such wells in estimating such minimum prices.
The Secretary of the Interior in determining when such abandonment would be
premature shall, at all times, take into consideration the interests of the pur-
chasing and consuming public and the oil industry as a whole.

(g) To prevent unfair coit petition by the sale of petrolcuirk or the products
of petroleum at prices tending to destroy competition and to prevent the exploita-
tion of the consuming public through excessive prices, the Secretary of the Inte-
rior is hereby authorized and directed to establish miaximunk and n linimmr prices
for crude petroleum and the products thereof, and any prices for crude petroleum
and the products thereof less than the inlininuin or more than the maximum
prices so established by the Secretary of the Interior shall be unreasonable prices
within the it meaning of this statute, and any sate of crude petroleum or the nrod-
ucts thereof at prices other than within the prices so established is hereby declared
to be unfair competition and unlawful, and since the prices of such products in
intrastate commerce directly affect the prices of those products In interstate
comn:erce, the sale of such products in intrastate comnmerce at prices higher
than the iraxiinum price or lower titan the nrinimum price so established by the
said Secretary is hereby declared to be contrary to the public policy and the
general welfare and in violation of the provisions of this title.

Senator McADoo. That permits it. You just deny the wholo prin-
ciple for which you are contending by these provisos. It would be
perfectly useless to put any such provision in a bill.

Mr. MARGOLD. I don't think I have made clear the import of this.
This permits it only if the Secretary of the Interior permits it. It
limits the maximum, and then gives him the power to limit it below
that and to make it effective.

Senator McADOO. Why should we be required to prorate American
production with any foreign country?

Mr. MARGOLD. That question I would like to leave to somebody
else more qualified to answer it.

Senator McADoo. The real fact is the major companies own
Venezuela and the chief foreign fields and they want access to our
markets all the time at the expense of our production.
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Mr. MARGOLD. May I say this, and that is one thing which has
nothing to do with the merits of the bill, and which was one of the
reasons why we were so careful in wording this. At the time this
bill was being framed, and I think it is still effective, there were
announcements of the tariff truce by the President, the invitation
to do it in an effort to stimulate and help the general economic con-
ference, and any provision made with reference to that question ought
to be handled purely as a question of policy, not as to the needs of the
oil industry with relation to its reference to that tariff truce.

Senator McADOO. I am talking from the standpoint of the oil
workmen.

Mr. MARGOLD. They are being taken care of. I believe they are
being taken care of in the provision itself, but I will leave that to some
one else.

Senator CONNALLY. I would like to ask Mr. Margold a question
and cross-examine him on something he has already stated.

Mr. MARGOLD. Yes.
Senator CONNALLY. You stated a while ago they were going to

permit these imports to come in with the understanding that they
were to be reexported, is that right?

Mr. MARGOLD. NO; only those that are brought in for manufacture
and employment of local labor.

Senator CONNALLY. They bring it in for the purpose of giving
local labor employment. If you are going to prorate these States
and cut them back and make them hold their oilin the ground, why
is it fair to let a single barrel of foreign oil come in here, because those
same laborers would be engaged in refining American oil if the foreign
oil did not come in here, and in addition to that there would be addi-
tional laborers in the field producing that oil instead of the laborers
in Venezuela producing it. I don't see how you can justify the
exercise of this tremendous power to tell an American citizen he can-
not produce but so much oil from his wells, and you leave the back
door open and let the foreigners bring their oil in here because it is to
be reexported, under the pretext that you are helping American labor.

Mr. MARGOLD. So far as I know there is no scarcity of American
labor. It may be, but I do not know of any reason why the American
laborer should not have the benefit of refining foreign oil, and in
addition refining all the oil necessary for consumption in this country
and for exportation.

Senator CONNALLY. That contradicts your whole argument on the
subject of cutting down.

Mr. MARGOLD. We are not cutting down labor.
Senator CONNALLY. You are cutting down production by American

labor by letting foreign oil come in here.
Mr. MARGOLD. Not to be sold here.
Senator CONNALLY. It doesn't make any difference where it is sold.

It takes just the same labor to produce it, and manufacture it, and
that oil would otherwise be exported from the United States. But
if you are bringing it in from Venezuela-who suggested the drafts
of this particular section to you?

Mr. MARGOLD. I don't recall. There were so many suggestions.
Senator CONNALLY. You wrote the bill, didn't you?
Mr. MARGOLD. Yes; I did.
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Senator CONNALLY. Why did you write it that way, and who told
you to write it that way?

Mr. MARGOLD. Franly, I am tr to answer that I don't recall.
I have seen hundreds of people. We have had suggestions from
everybody. I can't refer any one of these provisions to any one
person.

Senator CONNALLY. Did you write the Marland bill?
Mr. MARGOLD. Yes. It was drafted by me and one of my assist-

ants.
Senator GORE. How many Congressmen and Senators did you

confer with during the preparation of that bill?
Mr. MARGOLD. I don't recall that either. There were some.
Senator GORE. Can you name any besides Mr. Marland? I assume

you conferred with him and Senator Capper?
Mr. MARGOLD. Yes; we conferred with him and Senator Capper.
Senator GORE. Any body else?
Mr. MARGOLD. I don't remember, but as I understand it, at the

conference, the people who came to us from the conference were from
every angle in the trade and in the industry.

Senator GORE. Mr. Marland is a practical oil man, and Senator
Capper isn't, is he?

Mr. MARGOLD. I don't think so. We didn't confer with Senator
Capper about any of the provisions in this bill.

Senator GORE. In his bill?
Mr. MARGOLD. No.
Senator CONNALLY. About any of the provisions in his own bill?
Mr. MARGOLD. I don't know what you mean by his own bill.
Senator GORE. The bill which he introduced in the Senate.
Mr. MARGOLD. That is the same bill as the Marland bill. We

went over it after it was written, but that was all.
Senator CONNALLY. You said a while ago, "We have to prepare

legislation." You refer to whom?
Mr. MARGOLD. In the Department. This is a departmental

matter. . May I read-
Senator GORE. No; before you pass on. The first word in the

Constitution is this, isn't it, that all legislative power herein granted
shall be vested in the Congress?

Mr. MARGOLD. Yes.
Senator GORE. So much for that. I want to ask one other ques-

tion. Doesn't your reasoning in regard to pipe lines lead inevitably
to the conclusion that the ultimate solution of that problem is to be
found in Government ownership of these pipe lines?

Mr. MARGOLD. That may be. I haven't considered that suffi-
ciently to say, so far as the ultimate conclusion.

Senator GORE. Well, it comes to this, you are going to prohibit the
people who own these pipe lines, and who want them, from owning
them. That means that somebody has got to buy them that is not
able to buy them, and somebody has got to own them that doesn't
need them; doesn't it?

Mr. MARGOLD. Well, I must say that in the state of my knowledge
-of it I can't answer these questions. That might be so, on the other
hand.

Senator GORE. I rather think that is the inevitable implication, but
you may be right about it. But I want to ask this alternately. Have

170260-88---5



NATIONAL INDUSTRIAL RECOVERY

you dispaired of the power of the Government to regulate rates on
these pipe lines that are owned by this big concern?

Mr. MARGOLD. On the contrary, there is a provision in the bill
which gives us the opportunity to experiment with that, until at least
the next session of Congress.

Senator GORE. That has not been fully or fairly tried out, has it,
effective regulation of pipe-line rates?

Mr. MARGOLD. No; and this provision will pive us an opportunity.
Senator GORE. That is by recourse, isn't it, to the Interstate Com-

merce Commission?
Mr. MARGOLD. Yes; and by giving a preference, so that where it is

urgent it will not be delayed.
Senator GORE. I hope you will try that out before you resort to

the other.
Mr. MARGOLD. This bill was drafted with the purpose in mind of

trying that out until at least we have demonstrated it is ineffective,
or we have some other metnod. May I at this time introduce a tele-
gram which has just been received and reads as follows:

The oil industry of Pennsylvania is in a dangerously critical situation. Not
only the industry, but the saving of permanent loss of vast quantities of oil is at
stake. We look to Washington for help, because this problem cannot be solved
within State lines. As representing Pennsylvania and its oil industry, I urge
most strongly the passage of the administration's oil bill. We are for it as the
timely, necessary sound, and wise thing to do. We are grateful for your initiative
in this matter. I am sending a copy of this telegram to all Pennsylvania Mem-
bers and Senators.

GIFFORD PINCHoT.
The time of this committee is limited and there are witnesses here

who know a great deal more about the oil industry and are better
prepared to answer a good many of the questions which I answered
inaccurately for lack of the information, so I would like, with the
consent of the committee, to defer to those witnesses.

The CHAIRMAN. I thank you very much. I hope while this oil
legislation is being discussed, that you can sit around, because the
members of the committee may wish to ask you some questions.

Senator McADOO. I want to express my thanks to you for your
testimony, and I want to suggest, having much confidence in your
legal ability, that you give further thought to this question of pipe
lines and submit to us any suggestions that you may have that would
strengthen this legislation.

Mr. MARGOLD. I thank you.
The CHAIRMAN. Senator Capper wishes to say something.
Senator CAPPER. I want to say, with reference to the pending bill,

that my interest in it is because of urgent appeals that came to me
from the independent petroleum interests, which for years have been
the leading interests in that section in all contests with the major
producers; and also because of the interest of the Kansas Oil Well
Strippers Association, which is made up of about 30,000 of the small
producers of the State. These people, representing, as I say, the
major producers, have been in great distress and the Governor of our
State and the legislature of our State appealed to me to do everything
I could here to help secure assistance in the way of legislation that
would put some sort of Federal control over the industry.

The CHAIRMAN. I am sure the committee appreciates your position,
Mr. Geddes wants to appear for just a few moments.

orb
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STATEMENT OF BOND GEDDES, EXECUTIVE VICE PRESIDENT'
AND GENERAL MANAGER, RADIO MANUFACTURERS ASSO-
CIATION

Mr. GEDDES. I am appearing out of turn. I appreciate the cour-
tesy of a very brief statement to the committee -n the general bill and
the House bill.

Senator McADOo. Do you represent the Radio Corporation?
Mr. GEDDES. They are one of our members. We have about 125

members in the association. It is controlled by the so-called "in-
dependents", I might add. The Radio Corporation has only 1 vote,
on our board of directors.

With other industries, the Radio Manufacturers Association, which
comprises every important manufacturer of all radio products, and
represents within its membership probably 95 percent of the total
national radio production, is vitally affected by the national industrial
recovery bill. Our industry is preparing in advance to join hands with
the Government and meet their responsibilities.

We favor the general plan of this legislation as it affects industry.
We have great hopes for its affect on the radio industry and the
employees in our ranks. Some details and phases of the legislation
are not entirely satisfactory, of course, and some of the oWections
have been or will be pointed out by other industries. ;With the
elimination or revisions of some of these obvious objections of organ-
ized industry and retaining the very excellent and constructive
features of the legislation, the radio industry hopefully views the
opportunity to regulate itself under the direction of the Federal
authority proposed.

The radio industry is one of the striking industries referred to by
President Roosevelt as suffering from the actions of the unruled 10#
percent within its structure. The larger, reputable, national manu-
facturers, composing the membership of our association, seriously
suffer from the gyp manufacturer, operating in attics, and cellars,
under sweatshop conditions, paying sweatshop wages, and making
inferior products, which are advertised to the public as real radio
sets. The fact is their products are as cheap as their labor. Their
products do not give satisfactory service to the public which merely
sees just what it pays for. This 10 percent gyp manufacturer
demoralizes conditions for the 90 percent of manufacturers who try
to treat labor fairly, put out satisfactory products to the public, and
at prices which are reasonable for the manufacturer, the employees,
andthe public. We hope that this legislation will act as a restorative
to the radio and other industries.

On the question of taxation, the radio industry favors "equal
taxation" and opposes the discriminatory taxes which would be con-
tinued in the House bill. We refer to the special excise tax of 5 per-
cent on radio and phonograph products.

The radio industry is killing to bear its just proportion of any tax
which is generally distributed. The House bill, however, would con-
tinue the unfair and discriminatory "selective" tax on the radio and
other industries. This is an undeserved penalty on a limited few
industries. The title of this bill is the National Industrial Recovery
Act. Its purpose is to assist industries and thus spread employment.
In fairness, industries which would secure benefits or privileges from


















































































































































































































































































































































































































































































































































































































































































































































































