“This is nol a ballle over
Devcendages, over Hhis or
that tariff schedwule; s o
baitle for human
freedom. ™ ( Walliam L.
Wilson, 1894 11

1890 +1933

Reform and Revenue

Between 1890 and 19353, the Committee on Ways and Means was most
continuously involved with the tariff, producing seven major tanfl stat-
utes during the period. In 1910, the committee’s power was enhanced
by reforms in the Democratic Pany's procedures for selecting mem-
bers 1o standing committees, Under these reforms, Democratic mem-
bers of the Committee on Ways and Means would serve as the party's
Committee on Committees o make House standing committee assign-
ments, The chairmanship of the committee as an instrument of party
leadership was also enhanced, reaching its peak dunng the tenure of
Oscar W, Underwood (1911-1915). Underwood served both as floor
leader and, by virtue of his position as chairman of the Committee on
Ways and Means, as chairman of the Democratic Committee on Com-
mittees, emerging as the most powerful figure in the House of Repre-
sentatives. In this period, the Committee on Ways and Means also
drafied revenue measures 1o finance two wars—the Spanish-Amernican
War and World War l—and presided over the mstitution of corporate
and personal income taxes in 1913,

he period from 1880 to 1915 was an cra in our nation's history

in which reformers attacked privilege and autocracy. This reform
impulse was lirst manifested against the existence of trusts and high
tariffs in the business community, and later burgeoned into a compre-
hensive reform movement known as Progressivism. Changes were also
wrought in Congress when a group of representatives rebelled against
the Speaker’s rigid control over the legislative process that had exist-
ed since the early 1880s. In different ways, both factors enhanced the
position of the Committee on Ways and Means. The importance of
tarifl reform focused atnention upon the committee, and congressional
reform strengthened its leadership role.,

The congressional revolt against Speaker Joseph Cannon in 1910
was engineered by a group of Insurgent Republicans and members of
the Democratic Party. Its most significant resull was 1o bar the Speak-
er from membership on the important Rules Committee and to divest
him of the power 1o appoint that committee’s members. When the
Democrats gained a majority in 1911, the party caucus translerred au-
thoriy over all committee assignments to a Committee on Commit-
tees composed of the Democratic members of the Commiltee on
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Wavs and Means and chaired by that committee’s chairman. Because
the majonity floor leader typically chaired the Committee on Ways and
Means, the control over assignments remained in the party leader-
ship's hands, not solely in those of the Speaker. Accordingly, the real
power in the House during the Smity-second and Sixty-third Congress-
s (1911-1915) was Commuitiee on Wavs and Means Chairman Oscar
W. Underwood of Alabama. Although the caucus also adopred a rule
prohibiting members from serving on more than one of the 14 major
House committees, Underwood and his Democratc colleagues were
able 1o influence the Rules Committee’s composition through a high
turnover rate of appomtments.

The Republicans created a separate party Committee on Commit-
tees 1o determine House committee assignments in 1917, The party
caucus dictated that the floor leader could no longer chair a legislative

commitlee—in effect severing the connection with the chairmanship of

the Committee on Ways and Means—and that no committee chairman
could sit on the Rules Committee. The Democrats soon adopted simi-
lar rules, and by the 1920s both parues apphed the senionty principle
with greater regularity. Both parties also designated the Committee
on Ways and Means (along with the Committee on Appropriations
and the Rules Committee) as an exclusive committes, whose members
were prevented from serving on any other committee. These changes
permitted committee chairs once again o become independent ol the
Speaker's control, if not quite the baronial masters of independent
fiefdoms described by Woodrow Wilson in 1885,
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The Committee and the House, 1890-1930

The process ol modernization begun in the post-Civil War Congress
accelerated between 1890 and 1930, The history of the House of Rep-
resentatives was characterized in these lour decades by three impor-
tant developments: 1) the evolution of a formal leadership structure,
21 the dechne of the Speaker’s discretionary power to make standing
commitiee appoiniments, and 3) the gradual emergence of seniority
as the sole criteria guiding standing committee appointments. These
developments shifted the focus of power and influence from the
Speaker, who had emerged in the post-Civil War Congresses as the
dominant figure in the House, to the party leadership, In 1910, the
role of the Commitntee on Ways and Means as an instrument of party
leadership was bolstered by reforms in existing procedures for com-
mittee assignments. Subsequently, the chairman of the Commiltee on
Ways and Means would become a kev plaver in the House's leader-
ship structure by virtue not only of |_11'5. continuing role as floor leader,
but also because of his new role in the committee selection process.

The politucal and legislative influence of the chairman of the
Committee on Ways and Mcans was institutionalized during the chair-
manship of Oscar W. Underwood (1911-1915). The Alabama Demo-
crat not only chaired the committee, but he also served simulianeous-
Iv as majority leader and chairman of the Democratic Committee on
Commintees. Underwood used these three roles to influence all legis-
lation, not just revenue bills.

Underwood was confirmed as chairman of the Committee on
Ways and Means by the party caucus in January 1911, When asked by
a reporter if he thought his position was more important than Speaker
Champ Clark's, he succinctly rephed, It 15." * As chairman of the
party’s Committee on Committees, he assigned committee posts with
diplomacy and tact. He kept a large map on the wall of his office
marked with the congressional districts in order to maintain some sec-
tional balance in his selections, although he most often chose chair-
men on the basis of seniority. Underwood also opposed the interfer-
ence of the party's titular leader, three-time presidential candidate
William Jennings Bryan, Representative Ollie James (D-KY), a friend
of Bryan's, suggested that the Nebraska orator and former member of
the Committee on Ways and Means be allowed to sit in on the com-
mittee’s orgamizational meetings, but Underwood succeeded in defeat-
ing the resolution.

Underwood proved 1o be an aggressive majority leader, Although
he was not a member of the Rules Committee, the chairman of the
Committee on Ways and Means was able to influence the other com-
mittee’s composition through his power over assignments. Moreover,
Underwood remained on good terms with the Rules Commitiee’s
chairman, Robert L. Henry (D-TX). As Aoor leader. Underwood also
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used the Rules Committee in tandem with the party caucus 1o sched-
ule the legislative agenda of the majority party. In fact, the party
caucus was the real key to Underwood's power. No Democratic-con-
trolled committee could report a bill without caucus approval. The
Alabama congressman encouraged spirited debate in caveus and a
united front once a decision had been reached by a two-thirds majori-
tv. Furthermore, all Democrats were pledged to support bills from his
Committee on Ways and Means. Although the party caucus did not
always [ollow Underwood's lead, it did ofien enough that complaints
of Cannoniam were replaced with references 1o Underwoodism. Sub-
sequent chairmen lacked the influence of Underwood. Tn the 19203,
party caucus rules prohibited the chairman of the Commitiee on Ways
and Means from also serving as House majority leader. Democraric
chairmen of the Committee on Ways and Means continued to chair
their party’s Committee on Committees, but they had to share leader-
ship with the majority leader and the Speaker,

The Committec on Ways and Means assumed much of its modern
shape and function during this period. At the beginning of the Fifry.
second Congress (1891-1893) the committee consisted of 15 mem-
bers, ten from the majority party and five from the minonty. As the
technical complexity of issues increased and as the overall size of the
House grew from 325 in 1890 (o 435 in 1930, the committee slowly
expanded in size. Nineteen members (12 majority, seven minority)
were appointed to the commirtee for the Sixtieth Congress (1907-
1909). The committee was expanded to 25 members in the Sixty-sixth
Congress (1919-1921). The committee remained at this number until
it was increased to 37 members in the Ninety-fourth Congress (197 5-
1977). During the 1920s, the 25 members were normally divided into
15 from the majority and ten from the minority, except for the Sixiy-
seventh Congress, when the split was 17-8.2

The selection of chairmen of the Commitees on Ways and Means
mecreasingly corresponded to the semonty prnciple in this period,
whereby the majority member with the longest consecutive service on
the committee was named chairman, Seniority  governed  virtually
three-gquarters of all chair appointments by the wm of the century,
and by the 19205 it was dictating practically all appoiniments 1o
House standing commitees. At the beginning of this period, the
runner-up in the party caucus for the speakership was named floor
leader and chair of the Committee on Ways and Means. Two excep-
tions were the selections of Willlam Springer (D-IL} in 1891 and
Claude Kitchin (I-NC) in 1915, Speaker Charles F. Crisp bypassed his
rival in the caucus, and the former chairman of the committee, Roger
€2, Mills, to name Springer, who was more sympathetic 1o the Speak-
er's policies, and who had bartered his support for Crisp in return for
the chatrmanship. Such a departure from seniority was not uncommon
i 1891, but it was much more unusual in 1915 when Speaker Champ
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, CHAIRMEN OF THE COMMITTEE ON WAYS AND MEANS

i 15901555

Williarm McRinley (R-00) Fifty-first Congress, 18849-18%1

William M. Springer (I»-IL} Fifty-second Congress, 1891-1893

William L. Wilson (D-WY) Fifiy=third Congress, 1893-1895

Nelson Dingley, Jr. (R-ME)? Filty-fourth=Fifiy-fAfih Congresses,
1895-18499

Sereno E, Pavne (R-NY) Fifty-sixth-Sixty-first Congresses,
18EHI-14911

Oscar W. Underwood (D-AL) Sixty-second=Sixty-third
Congresses, 1911-1915

Claude Kitchin (I-NC) Sixry-fourth-Sixey-fifth Congresses,
1915-1919

Joseph W. Fordney (R-MI) Sixey-sixth-Sixty-seventh
Congresses, 19148- 1955

William R. Green (R-1A)® Sixty-cighth-Seventicth
Congresses, 1925-1928

Willis C. Hawley {R-0OR) Seventy-first Congress, 1929-1931

James W. Collier (D-MS) Seventy-second Congress, 1931-
1933

U Dingley died [anusry 15, 1595, m e dhird session of the Flly-lith Congres. Payne served oot e
remainder of e session unol March 5, |89
¥ Gireen resgmed from Congress on March 51, 1925, jus) preor 1o the condlusion of the st sesion
ol the Sevencieth Congress. Hawley served as chainman for the seconi sesssan.

Clark bypassed ranking member Dorsey Shackleford to choose K-
ehin, who was considered more i for the post of majonity leader that
accompanied the chairmanship of Ways and Means.

Seniority was a sign of the maturaton of the House as an instinu-
tion. As congressional service came to be seen as an end in itself—a
carcer—congressmen came Lo expect rewards and promotions on the
basis of prior service. In part, seniority also came to be the rule in the
selection of chairmen, because demonstrated interest and ability in
the subject area increasingly became the key criteria governing the ap-
pointment of rank and file members, whether nominated by the
Speaker or chosen by the Committee on Committees of enther party,
This was perhaps more true of the Comminee on Ways and Means
than other committees. Years of service were needed o gain mastery
over the technical details of tanll and revenue issues, The men chosen
to chair this committee from 1890 o 1930 were often charactenzed as
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experts in the field. Dingley, Payne, Underwood, and Fordney were
particularly noted lor their command of detailed staustical matenal.
Since the committee’s primary jurisdiction remained tanfl and reve-
nue issues following the creation of the Committee on Appropriations
in 1865, this knowledge of complex revenue data provided the chair-
men with distinct advantages in leading commitiee deliberations on its
hills and their subsequent consideration by the House.

The cntena for rank and file appointments to the Committee on
Ways and Means remamed the same, whether the chowes were made
by the Speaker (before 1911) or by the Committes on Commiitees of
each party. Those who had served an apprennceship in Congress, per-
formed other assigned committee tasks with diligence, and who were
sound on party policy tended 1o be favored, Prior congressional serv-
ice became a far more important criterion in this penod. Before the
Civil War, the appoiniment of firsi-term members had not been un-
common. Forty-six freshmen members were appointed between 1820
and 1865 alone, and ten between 1865 and 1900, None were named
between 1900 and 1920, however, and only two freshmen—one a re-
placement member—were named in the 1920s. The fact that the over-
whelming number of new members were in their second, third, or
fourth term meant that appointments were reserved for those who
had demonstrated legislative competence and party loyalty,

Seniority also provided a remarkable degree of continuity to the
committee’s membership. In the 1870s, for example, slightly less than
halt' (49.6 percent) of the members of the Committee on Ways and
Means carried over from one Congress to the next. In the 1880s, this
figure only rose to slightly over half (55.5 percent). Yet, from 1890
through 1930, the percentage of continuity never dropped below 65
percent, and reached a high of 87.6 percent for the 1920s. This in-
creased stability was even more significant in view of the [act tha
party control of the committee changed hands five omes in this
periced . ®

The increasing stability of membership as well as the expanded
size of the committee made it possible o divide the workload and to
provide for specialization of funciion, Subcommittees were perhaps
the most notable sign of increasing speoalization within the eommit-
tee. Although no evidence suggests the existence of a permanent sub-
commitiee system in this period, the committee continued and ex-
panded upon the previous practice of unlizing select subcommittees.
On August 30, 1893, for example, the committee adopied a resolution
stating that it was authorized 1o “conduct any inquiries relating 1o the
subjects under its junsdictiion, by sub-committees or otherwise, that it
might deem necessary.” The resolution specifically addressed subcom-
mittees for the task of anff revision, since the previous week the com-
mittee had authorized Chairman William Wilson (D-WV) 10 appoint
“the usual subcommitiees,”
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On August 29, the chairman had announced the lists for subcom-
mittees on customs, internal revenue, administration of customs laws,
the public debt, and reciprocity and cormmercial treaties—which, by
that time, evidently were the usual subcommittees. Each panel consist-
ed of five members, three Democrats and two Republicans. When the
commitiee actually drafted controversial legislation, such as tanffs, the
majority party members ofien met as a caucus. Chairman Wilson, lor
example, called the entire committee together on November 27, 18935,
to announce, according to the committee minutes, “the placing of the
tariff bill, just completed by the majority, belore the minoniy.” 5 The
growth of specialization was indicated in 1913 when the Committee
on Ways and Means divided into 17 subcommittees to draft the sched-
ules of the Underwood tarifl ball.

The practice of holding hearings 1o solicit information on reve-
nue and other topics also expanded during this period. Chairman
McKinlev in 1890 and Chairman Wilson in 1893 made guite an 1ssue
out of holding open public hearings to aveid the criticism caused by
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the closed hearings held for the Mills bill in 1888, These public hear-
ings were mainly exercises in public relations; Wilson acwally held
secrel sessions to draft his il bill. If hearings became routine, they
were dispensed with in times of emergency. Chairman Kitchin, for ex-
ample, held no hearings 1o draft the Revenue Act of 1917, ating the
emergency of the war.

Though members might complain that hearings were simply the
“usual rubbish,” they did tullill two necessary goals. Hearings offered
groups affected by revenue bills the opportunity to state their cases,
and the hearings also helped 1o provide the committee with needed
information, though in many instances it was more information than
any committee could digest. The Progressive Era’s emphasis upon ra-
tional and scientific planning contributed to the usefulness of the data
supplied through the hearings. The expert advice of Treasury Depant-
ment olficials, the siaff of the Tariff Commission, and scholars in the
ficlds of economics and political economy provided a solid base of in-
formation.

By 1930, tanfl heanngs procedure had sewled inte a routne pat-
tern, as exemplified by those held between January 7, 1929, and Feb-
ruary 27, 1929, The committee, chaired by Willis C. Hawley {(R-OR),
organized and conducted the hearings on a schedule-by-schedule
basis, On December 5, 1928, the committee gave public notice of ns
imention to hold hearings on the tanfl. The public notice specilied
the time and place of the hearings and informed interested parties ol
the procedure 1o be followed in applying 1o testily, as well as the pre-
scribed form in liling briels, The committee made no cffont to arcu-
late the notice among those who might be atfected by tanfl revision,
nor did it atempt to screen the applicants. As a result, more than
1,100 persons sought a hearing belore the Committee on Wavs and
Means, creating over 11,000 pages of testimony and briefs taken in 43
days and five mights.®

The chairman and the members expedited the hearings by pro-
ceeding methodically, paragraph by paragraph, through the schedules,
and by minimizing irrelevant questions and answers. Chairman
Hawley interrupted guestioners and witnesses alike to remind them to
keep to the point. “I do not think we can go into a discussion of tanft
principles at this time,”" he observed. "We have 2B8 witnesses [yet 1o
hear].” ¥ The chairman indecd made frequent computations of the
number of witnesses to speed up the proceedings. “We have spent an
hour and a half on eight witnesses,” Hawley observed on one occa-
sion, “We have 19 more 1o hear. At this rate we will not get through
until midnight.” When his patence wore thin, he was more direct:
“Hurry it up, and get right down to the point. Do not drift abour,
What is w?” ® In spite of Hawley's eflorts and the rule of relevancy,
the hearmgs ook whatever direction the witnesses wished. Questions
were gentle, more like bargaining between equals, and little effort was
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made at uniformity, Finally, the committee urged witnesses 1o [ile
briefs in lieu of oral testimony, Many witnesses feared that their briefs
would not be read and insisted upon a hearing.

As a result of the need to expedite the proceedings, an average of
one witness was heard every 12 minutes, with 48 pages of testimony
taken every hour. The commitee's clerk and two assistants accorded
some organizational help, as did experts from the Tariff Commission,
but the committee was handicapped by the hasie with which the hear-
imgs had to be administered. The Tarfl Commission assigned its ex-
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perts to assist the committee’s members with the technical language
of tanff legislaton and jurisprudence, as well as to help analyze the
statistical information the commission had collected. This expert
advice helped, but it is understandable that one contemporary student
of congressional procedure concluded that the hearings demonstrated
that Congress had become “a great, sluggish court of review,” over-
whelmed by “the mass of microscopic material which it is powerless to
survev.” ® The pnmary function performed by hearings was polincal.
They allowed a semblance of access to concerned individuals and
groups. Hearings also afforded publicity 1o controversial topics.

Through s revenue jurisdiction and hearings procedure, the
committee became involved in two particularly controversial social
issues in this period—the legislative movements to regulate the nar-
colics trade through taxation and to remove tanff restnictuons on the
imporation of birth control devices, The movement o control narcot-
ics was one of many efforts 1o purify American society in the Progres-
sive Era. Opium, the most prevalent narcotic drug before the turn of
the century, was easily available as a pain reliever and relaxant. Only
after heroin and cocaine became more widely used in the early 1900s
did the identufication of drug use with criminality and sexual deviancy
develop. In 1910, David Foster (R-VT), chairman of the Committee
on Forcign Affairs, introduced three measures 1o eliminate the non-
medical use of narcotics. Together, the bills amended previous legisla-
ton prohibiting the importation and use of opium and other narcotics
for nonmedical use by imposing taxes and new regulations on their
manufaciure and distribution. Becanse the hills were revenue meas-
ures, they were referred to the Committee on Wavs and Means, The
committee held hearings at which Dr. Hamilton Wright, the leading
opponent of the imernational drug trade, linked drugs with crime and
sex.'? Although the Foster measure died, the Democratic Sixty-third
Congress passed an antidrug bill in 1914, The Wilson Adminisiraiion
and Majonty Leader Underwood supported passage of the Harrison
Ant-Narcotics Act 1o regulate the sale of opium. All persons engaged
in the importation, manufacture, or sale of narcotics were required o
register and to pay an occupational tax as well as a commodity tax on
drugs imported or manufactured m the Uniied States,

-"I-|[|'l|:.'|ugh Underwood supported the Harrison Act, he later re-
gretted having forced the drug market into the criminal underworld.
One dealer, he observed, could hide thousands of dollars worth of
drugs under his coat to sell to children on the street.'! The alarming
criminal trade in narcotics prompted the commitice 1o take action
again in 1922, The federal grand jury of Seatlde, Washington, warned
the committee that “immediate action” was necessary “to suppress a
rapidly growing evil that would quickly undermine the manhood and
womanhood of America.” ' The Commonwealth of Massachusetts
likewise asked for the committee’s help, since the state was unable to
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curh the drug trade “without further assistance from the Federal Gov-
ernment.”’ 1? The resulting Narcotic Drugs Import and Export Act of
1922 authorized the Commissioner on Narcoiics to determine the le-
gitimate levels of imports needed for medical and soenthe purposes,
and prohibited all other imporis, cspecially of opium that could be
used for smoking or for the manufacture of heroin. Tougher Treasury
Department regulations, however, provided greater controls on illegal
drug trafficking.'*

Although all legislative efforts 1o legalize the distribution of birth
control information and devices failed during this penod, the heanngs
given to the subject provided a national forum for a controversial
issue. Margaret Sanger, the President of the American Birth Control
League, attempted to attract congressional support in the early 1950s
for the repeal of the federal Comstock Law, which prohibited the
mailing, interstate transportation, and importation of contraceptive
materials and nformation. Sanger's efforts, however, were handi-
capped by her political inexperience and her self-righteous faith in the
cause. The first congressional sponsor of birth conrol legislation was
Senator Frederick H. Gillett (R-MA), who in 1930 was completing his
first term in the Senate. Although he had served with distinction for
16 terms in the House, including three as Speaker, he was a lame-
duck Scnator without power or influence.

In the Democratic Seventy-second Congress, the bill was spon-
sored in the House by a second-term member, Franklin H. Hancock
(D-NC), who provided litlle support when he commented that he had
no deflinite opinion on s merns. Since the bill was written as an
amendment to the Smoot-Hawley Tanff of 1930 o permit the impor-
tation of birth control devices and information, the measure was re-
ferred 1w the Committee on Wavs and Means, where Congressman
John W. McCormack (D-MA) prevailled wpon the commitiee not o
hold hearings. Sanger's outraged [ollowers inundated the committee
with appeals to grant them a hearing.'® The letters came from
sources as widely varied as two poor black women in Pennsylvama and
historian Will Durant, who informed the committee that the current
laws “decree that America shall be peopled hereafier almost exclu-
sively by those families that are lacking in prudence, and that have
neither the ability nor the means o transmit our culweral heritage.”
Many of the letters questioned the opposition of McCormack and the
Catholic Church on religious grounds. Adele A. 5. Brown., a New
York City social worker, wrote, . . . being a perfectly good Presbhyte-
rian, I object to the damn Catholic opponents being able 1o get their
way. . . . Yel, they, the Catholics, are the people bringing the high
number of undesirable citizens into the United States.” 10

When the committee bowed to public pressure and held hearings
on the Hancock bill in 1932 the testimony was notable only for
McCormack’s clashes with witnesses he found hosule 1o the Catholic
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Church. The bill died in commitiee, as did a similar measure in the
Senate. Federal restrictions on birth conirel were not officially eased
until after a Supreme Court decision in 1936 removed the final ohsta-
cles to the dissemination of contraceptive information and devices
through physicians,*?

For its many duties connected with hearings, the commities’s staff
remained small—a clerk and two assistants, The stall arranged hear-
ngs, processed applicanons, transcribed testimony, and filed briefs
and relevant correspondence. The staff also maintained a library for
the members consisting of a complete set of the Congresional Globe and
Congressional Record, as well as 08 Stafules at Large and other books
pertinent o the committee’'s work. One retiring clerk, Kuter W.
Springer, reported (o the committee in 1893 that he had found the
library in a sad state due o “the borrowing of books and [ailure 1o
return them.” He had replaced missing volumes at his own expense
and had hlled in the remainder of the shelves with “dummy™ books
wrned vpside down “w prevent confusion.” Like all good librarians,
he had stamped the books on both covers and inside and owt with the
commitiee’s imprint, The clerk had also collected some 1,200 10 1,500
items from the previous summer’s Columbian World's Exposition in
Chicago to assist the committee in s tanll considerations, The com-
mittee accepied the clerk’s final report and tendered s appreciation
“for his care of and interest in the work of the commitiee.” '#

The commitiee was more open to executive branch policy initia-
tives in this penod than it had been during the post-Civil War period
of congressional government. The Wilson bill in 1894 reflecied Presi-
dent Grover Cleveland’s initiative in taniff reform. President McKinley
likewise called a special session of Congress o revise the tanft in
1887, and restored presidential leadership in the process. President
Woodrow Wilson, who viewed himself as the leader of his party in
Congress, directly influenced the Underwood Tanff and the War Rev-
enue Acts. The Committes on Ways and Means maimtained legislative
autonomy by rejecung executive recommendations on several occa-
sions, The committee refused to include Taft's request for a corporate
income @ax provision in the Pavne andf bill, and Kitchan raised the
rates of the excess profits tax requested by Wilson. In the 19205, Sec-
retary of the Treasury Andrew Mellon provided the policy initatives,
but the committee exceeded even his requests for tax reduction,

This period also brought some semblance of order 1o the com-
mittee’s relationship with the Senate, but one that was not particularly
welcome o supporters of the House's prerogative to originate reve-
nue bialls. The late-19th-century dominance of the Senate continued
well into the 20th century, which can be seen in the fawe of the com.
mittee’s tanfl bills. The Senate Finance Committee freely used the
amending process to alter House hills bevond recogmition. As exam-
ples, 496 amendments were made to the McKinley bill, 634 10 the
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Revenue Policy, 1890-1930)

The 19th-century American cconomy was charactenzed by boom-and-
bust cycles. Eras of prosperty were periodically interrupted by panics
and depressions—in 1819, 1837, 1857, 1873, and 1893, The Republi-
can Party tradinonally argued that high protective tarifls were neces.
sary for continued prosperity. High tanils, they reasoned, protected
American labor from cheaper foreign competition and also kept farm
prices high o benehit agriculure. The party's protectiomist policy
during the Civil War sanciified and legitimized high taniils. The party
responded o opposition by altering specilic methods and by tinkering
with rates on various commodities, but it never abandoned the princi-
ple of protectionism.

The Democratic Party in the late 19th century developed a free-
trade philosophy associated with President Cleveland and chairmen of
the Commitiee on Ways and Means, Roger €. Mills, William Morri-
son, and William L. Wilson. They argued that a lowered anfl, along
with the free coinage of silver and the issuance of greenbacks, would
eliminate the boom-and-bust cycles. Their tarfl policy, while not
strictly free trade, envisioned a tariff rate low enough 1o provide both
revenue and mild protection e American business, The Democratic
Party also contained a group of high-tarill leaders, such as Samuel |,
Randall of Pennsvlvania and Arthur Pue Gorman of Marvland, who
frustrated the wanff reform efforts of the 18805 and 1800s. By the tum
of the century, no real reform effort in Congress had succeeded. Eco-
nomic historians have found no evidence 1o suggest that hagh or low
rates had a great impact upon economic conditions. The wanill debate
was more “an exercise in political rhetoric and partisan faith” than
anything else #!

With the return of prosperity, the wanil debate locused upon who
profited most from protectionism. Progressives ol both parties argued
that high tarifls benefited the trusts and big business more than con-
sumers, The tanfl, they argued, was a regressive tax upon basic com-
modities that wok proportionately more from those least able w pay.
Reformers within each party called for anff reform, though they used
different terminology and methods. Republicans recommended  that
customs duties equalize the differences between the cost of produc-
ton at home versus overseas costs 3o that domestic and foreign goods
could compete on an equal basis. The competitive tanff advocated by
Democratic reformers was essentially the same concept in different
rhetorical garb. The Republican effort at tanfl reform, the Payne-Al-
drich Act of 1907, was blocked by traditional protectionist Republi-
cans in the Senate,

The Payne-Aldrich Act did contain a provision calling for an
income tax. Since the tanff provided most of the federal revenue, no
real reduction was possible without an alternative source ol lunds.
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The Democratic reform effort, in the form of the Underwood Tanff of

1913, accomplished a major reduction in customs duties and the insi-
tution of a tax on personal and corporate income.

Republican majorities in the 19205 retumed to the protectiomst
principle with the Fordney-McCumber and Smoot-Hawley Tarifls, The
tanfl controversy in this decade centered on the issue of reciprocity
initially raised in the McKinley Tariff of 1890. Republican isolationists
in the 1920s were unwilling 1o acknowledge the ellects of arifl policy
on international trade, Rather, they constructed a high tarilT barrier
arcund the United States in an effort o insulate the naton [rom
mnternational economic conditions.

The tanff had become an ever more time-consuming and techni-
cal issue by the end of the 1920s. As the number of wems covered by
import duties multiplied, the amount of legislative work mushroomed.
For example, the Tanfl of 1816, the first protecuve tarifl, had only
covered four-and-a-half’ pages in the statue book, The Morrill Tarifl
ol 1861 had increased to 20 pages, but even it was dwarfed by the
expansion between 1890 and 1930, The McEinley Tanfl of 1890 con-
sisted of 50 pages: the Payne-Aldrich Tanff of 1909 covered 100
pages; and the Smoot-Hawley Tariff of 1930 was over 190 pages long,
The sheer volume of warill legislaton became a major impetus for the
adoption of the reciprocity principle, whereby arifl rates would be de-
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termined through agreemenis negotiated by the executive branch.
Secretary of State James G, Blaine had first suggested reciprocity in
the 1880s, and a few experiments were subsequently made with Amer-
ican possessions such as Hawail and the Philippines as well as with
Latin American countries, but reciprocity did not fully suceeed until it

was adopted during the New Deal in the 1930s,

The Committee on Ways and Means and the McKinley
Tanft of 1890

When William McKinley (R-OH) was named chairman of the Commit-
tee on Ways and Means by Speaker Thomas Brackeu Reed on Decems-
ber 9, 1889, the futwre 23th Presidemt of the United States had al-
ready developed a reputation as a strong protectionist, During debate
in the previous Congress on the Mills bill, McKinley had argued that a
protective tarifl was a nghteous patnotic duty. “Let England take care
ol hersell,” he declared, . . . but in God’s name let Americans look
alter America.” 22 The chairman’s popularity and political influence
were evident when he lost the party caucus contest for the speaker-
ship by a single vote to Reed. The brilliant and sarcastic new Speaker
then rewarded his colleague with a seat on the importamt Rules Com.-
mittee, as well as the chairmanship of the prestigious Committee on
Wavs and Means. Included among the Republican majority of the 13-
member committee were future chairmen Nelson Dingley of Maine
and Sereno E. Payne of New York, Democratic members were led by
the able John G. Carlisle of Kenwcky, former Chairman Roger €,
Mills, and Benton McMillin of Tennessee.

Fresident Benjamin Harrison's first annual message o Congress
in December 1889 recommended tanfl revision, but once again the
real impetus came from Congress. The process of ereating the McKin-
ley Tanff followed the familiar pattern of tarifl legislation in the late
19th century, Originating in the Committes on Wavs and Means, the
hill was substantially aliered by the Senate Finance Committee before
a conference committee resolved differences between the two ver-
sions. Though known as the McKinlev Tanll, the final bill was quite
different from the one recommended by the Ohio congressman,

The McKinley committec’s first venture into tarifl revision in
1890 came with the drafting of a bill to reform customs administra-
von, The bl signed into law on June 10, 1890, created a Board of
General Apprasers 1o determine a more uniform valuation of goods
at different ports. One principal object of the law was to create a
means to protect the government from having to refund large sums
declared 1o have been collecred illegally, 22

The committer held extensive public hearings on tanfl revision,
McKinley and his fellow Republicans had criticized the previous
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Democratic committee chaired by Mills for holding secret tanff hear-
ings in the Fiftieth Congress, and they were anxious to avowd similar
complaints. They were of course unsuccessful, but one Democratic
member of the committee did admit that *1 do not know of a single
manulaciurer or laborer who desired o be heard that has not been
accorded a full and free hearing.’” 2* The chairman reporied the com-
mittee’s bill on April 16, 1890, It passed the House on May 21 by a
vote along party lines of 164-142. The Senate, whose Finance Com-
mittee was chaired by the powerful Nelson W. Aldrich of Rhode
Island, added 496 amendments 1o the McKinley bill; the House ac-
cepred 272, and the wwo bodies compromised on 173.2% The Senate
amendments were largely of a technical nature, raising many of the
rates proposed by the House bill, but with the exception of a reci-
procity provision, the Senate did not fundamentally alter the protec-
tionist nature of the bill as prepared by the Committee on Ways and
Means.

The Tanff of 1890 included a number of new features. It was the
first 1ariff o include a complete schedule of protective duties upon
agricultural producis, The purpose of these duties was purely a politi-
cal plov by the Republican Party to undercut the argument that manu-
lacturers were protected from foreign competition at the expense of
farmers. As Democratic opponents of the bill poimed oui, it was
absurd fo levy duties to protect Amenican agriculiure from nonexist-
ent forcign competition.
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The repeal of the duty on sugar was also a bid for popular sup-
port for the taritl. Under the existing sugar duty, some 55 million dol-
lars had been collected in the fiscal year 1888-1889, nearly one-guar-
ter of total customs receipts. By repealing the sugar duty, the commit-
tee removed what was in eflect a tax upon a commaodity that formed a
considerable part of the household budget. Curiously, McKinley did
not capitalize upon this as a tax-relief measure, perhaps because the
committee had added to it a provision for a bounty to be paid to do-
meste sugar producers. As the chairman tried o explain, “the Com-
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. wishing on the one hand o give the
people free and cheap sugar, and desinng on the other hand to do no

mittee on Ways and Mceans . .

harm to this great industry in our midst, have recommended an entire
. tum about and give
to this industry two cents upon every pound of sugar produced in the
United States.” #* Not surpnsingly, the stock of the American Sugar
Refining Company tripled in the next three years.

abolition of all duties upon sugar, and then . .

The Senate inserted a reciprocity provision at the suggestion of
Secretary of State James G. Blaine. This provision permitted the exec-
utive 1o negotiate reciprocal tarifl reductions, primarnly with Latn
American countries. The main leature of the tariff, imtiated by the
Committee on Ways and Means and confirmed and extended by the
Senate, was its endorsement of protectionism. The tarff raised the av-
erage rale to 50 percent, and increased duties on items including
wool and woolen goods. Opponents of the tanff argued that it would
raise prices to consumers for evervihing from pearl buttons o cigars.
Popular indignation over the increased rates was reflected at the polls,
McRKinley was defeated for reelection and less than 9 of the 332 con-
gressmen elected to the Fiftv-second Congress were Republicans. 27

The Wilson-Gorman Tanff of 1894

Democratic hopes tor anft reform i the Fifty-second Congress were
frustrated. Although they possessed an overwhelming 235-88 advan-
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tage in the House, the Senate remained in Republican conirol, 47-39,
Moreover, the new Democratic Speaker, Charles F. Crisp of Georgia,
only gave lip service 1o tarifl reform. He bypassed his runner-up in
the party caucus and the former chairman of the Committee on Ways
and Means Roger Q. Mills to name the affable but uninspiring Wil-
liam M. Springer of lllinois to chair the commitiee. Springer had
thrown his support 10 Crisp in the speakership contest in return for
the chairmanship ol the commitiee and the appointment to the com-
mittee of his protégé, freshman member William Jennings Bryvan of
Mebraska ®#

Two wecks before he was appointed chairman in December of
1891, Springer outlined his warifl strategy in an interview. Rather than
draft a comprehensive reform bill such as the Mills bill, Demaocras
should concentrate upon separate bills framed 10 address specific
weaknesses in the McKinley Tanff. A general hill, Springer believed,
would be rejected by the Senate. Separate bills would probe the de-
fenses of the protectionists without causing a general alarm. Springer
argued thar his strategy olfered Democrats the best hopes of success
in the 1892 elections, Springer and Crisp, historians have suggested,
advocated this approach to waniff reform to block the hopes of reform
Democrats who favored Grover Cleveland for the party’s presidential
nomination. 2?

Springer’s method, nidiculed by his opponents as a “pop-gun’
approach, produced no substantive changes in the tanff. The Springer
wool bill 1o reduce duties on wool and woolen goods, derisively
known as the “Cheap Clothes Bill,” and other measures including a
duty-free iron ore bill were debated and passed by the House only 1o
mect their expected demise in the Senate. The Springer commiltes
discussed, but failed to report, a bill introduced by John Andrew ({D-
MA) 1o place coal as well as iron ore on the duty-free list and o
reduce duties on scrap iron, scrap steel, and pig iron.

The 1892 elections were a smashing Democratic success, Cleve-
land was elected President, the House remained safely Democratic
with a 218=127 majority, and the Senate was now in the party’s hands,
44-38, For the first time since Lincoln's inauguration in 1861, the
Democrats had control of both the executive and the legislatre.
President Cleveland called for a lowering of the warifl in his inaugural
address, but with the onset of the panic and depression of 1893, he
called Congress into special session 1o repeal what he believed was a
greater evil, the Sherman Silver Purchase Aot of 1880, Crisp, reelect-
ed Speaker, appointed William L. Wilson of West Virginia 1o chair the
Committee on Ways and Means on August 21, 1849339

Wilson, according to his biographer, “symbolized better than any
other prominent political figure of the Cleveland era the unificaton of
the Morth and the South through the agency of the Democratic
party,” ' Bom in Virgima, Wilson represented a border distract that
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was half-agriculiural and half-industrial, with sizeable coal interests.
He had been a college professor and a university president, and he
was committed 1o dismantling the protectionist system. Just after the
1892 elections, for example, Wilson had recommended that a special
session of Congress should be called 1o provide immediate tanilff
relicf. He was, as the press observed, “a man who has ideas and who
puts behind them intelleciual and moral force.” Wilson's selection,
bypassing former Chairman Springer, was due 1o Springer's weakness
as majority leader. The Democrats needed someone to match Reed,
the forceful and effective minority leader. The New York World report-
ed that the choice was the result of an agreement between Crisp and
John G. Carlisle that the laner would not contest the speakership in
return for Wilson's appointment to chair the Committee on Ways and
Means 22

The committee, enlarged from 15 to 17 members, contained 11
Democrats including Benton McMillin (D-TN)} and Bryan. Only two
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manufacturing states, New York and Massachusetts, were represented,
and 11 of the appointments went to the South, the border states, and
the West, Wilson set 1o work on August 29, 1893, organizing the ma-
jority members into a subcommittes on customs with himself as chair.
The commitiee held hearings in its own room just off the House cor-
ridor, now one of the rooms of the Speaker’s Office, H-209, The
hearings ran from September 4 to September 20 only., which the Re-
publicans crincized as inadequate. Hundreds of witnesses, mostly pro-
lectiomsts, were heard. One of Wilson's confidants referred 1o the
hearings as the “customary rubbish.” Wilson himsell was so unim-
pressed with them that he declared he wanted no part in the publica-
tion of the hearings bevond the minimum official requirement.®?

The public hearngs were merely pro forma—the real work oc-
curred behind closed doors. The Wilson bill was as much a “dark lan-
tern”” measure as the Mills ball of 1888, After the formal hearings, the
commitiee moved Lo the vinually inaccessible Census Committee
room in the labyrinthine Capitol basement. The subcommittee met
with Treasury Department officals and businessmen, some of whom
came only on the condition that they could remain anonymous. The
commitiee continued to dralt the bill in its subterranean chamber,
After Congress adjourned on November 1, it was forced o surface
due 1o the parsimony of Congress in not having funded operation of
the Capitol elecirical plant during the recess,

As the Democratic members grappled with lowenng tanffs, they
were compelled o find offsetting sources of income. They rejected a
legacy tax, but early in the discussions considered a controversial per-
sonal income tax, which the chairman opposed. The provisions of the
bill remained secret, even though a prowler broke into the committee
room and two copies of the bill were reported missing. The chairman
released details of the bill to the press on November 27 and reporied
it to the House on December 19. The bill was based on the principle
of a wariff for revenue only. Duties on manufactured articles were re-
duced, but the man feature of the bill was an enlarged list of duty-
free raw matenals, including wool, coal, iron ore. and lumber, as well
as hides and sugar. The bill as introduced did not contain an income
tax provision. Secretary of the Treasury James G. Carhisle proposed a
varnety of raxes 1o offset the anticipated loss of 60-75 million dollars
in revenue, including a legacy tax and a corporation income tax sug-
gested by President Cleveland. Wilson supported the latter, arguing
that a tax on corporate incomes “would not be a tax upon individual
thrift, energy, or enterprise. but in the main upon the earnings of in-
vested capital.” ** Nonetheless, he accepred the political expediency
of a personal income 1ax and agreed 10 report such a hill.

Willlam Jennings Brvan had drafied the committee’s imital
imcome tax provision. The Nebraska Democrat preferred to levy a
graduated tax that began with incomes over $2.500, but the com-
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mittee instructed Bryan to set a flat rate of 2 percent on personal and
corporate incomes over 24,000, The committee chose not 1o link the
income tax provision to the Wilson bill, but rather authorized that it
be reported as part of an internal revenue bill drafted by Benton
McMillin's subcommittee. The McMillin measure was subsequently in-
corporated as an amendment, and McMillin, not Bryan, reaped the
honors. 5

Wilson led off the debate on the tariff bill with a vigorous defense
of his committee and his party, concluding that arifl reform was an
issue for the Democrais “to win or lose with.”" *® The bill met with an
avalanche of opposition. Petitions protesting the lowered tariffs over-
flowed the committee room. The residents of Trov, New York, for ex-
ample, delivered an 800-pound leather-bound book comtaining the
names of every resident, all of whom purportedly opposed the bill,
The Democrats ignored the opposition and pushed the bill through
the House, The party caucus at this time decided to link the income
tax recommended by McMillin as an amendment to the tanfl bll,
sparking the climactic floor debate.

It was Chairman Wilson's privilege 1o close the debate. On Feb-
ruary 1, 1894, he followed Speaker Crisp’s meek extemporaneous re-
ponse (o Reed's scathing satire of the bill with one of the most memo-
rable closing speeches in congressional history. “If great reforms
could be pierced and desiroyed by shalis of ndicule, il great causes
could be laughed off the field,” Wilson observed in direct reference
1o Reed, “we today would be slaves of England instead of being free,
sell-governing citizens.” The scholar in the chairman shone through
when he ended in a paraphrase of the speech Shakespeare’s Henry V
made (o his troops—in this case Wilson's Democratic colleagues—
challenging them 1o maintain solidarity. *"This is not a battle over per-
centages, over this or that tariff schedule,” the chairman concluded
with honest conviction; “it is a battle for human freedom.” *7 Accord-
Ing to news accounts, the speech met with a chaotic, enthusiastic re-
sponse. Several Democratic colleagues, including Bryan, hoisted the
startled chairman on their shoulders and carried him from the cham-
ber amid wild cheering., The bill passed by an unexpectedly hagh 204-
140 margin.**#

The Senate once again gutted the reform aspects of the Wilson
hill. Mothing of the duty-free raw materals concept was retained
except for free wool and lumber. Sugar, iron ore, and coal were re-
twrned to the duty list, and protective rates for manufactured goods
were reinstated in the 634 Senate amendments o the bill by a coali-
tion of Republicans and protectionist Democrats led by Arthur Pue
Gorman. Wilson led his committee o the conference determined 1o
regain duty-free coal, iron ore, and sugar. He was hampered by a bouw
with neuralgia, the defection of Speaker Crisp, and finally by a caucus
resolution instructing him to accept the Senate amendments and then
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to draft separate bills on those three materials. Wilson did as he was
told, but his spirit was broken. The House bills to provide for duty-
free raw materials predictably were buried in the Senate Finance
Committee. Cleveland, displeased at the faillure of the Wilson-Gorman
Tariff to achieve any reduction, reluctantly allowed the ill 10 become
law without his signature on August 27, 1894, Wilson lefi Congress in
1895 to spend the last two vears of s public service as Postmaster
General. A rambling, disjointed letter he wrote to the New York World
in the aftermath of the conference committee defeat formed an unwit-
ting epitaph 1o his chairmanship:

Having done my duty 1o the best of my capacity, 1 am con-
tent (o rest upon that consciousness. . When a man’s
army breaks away from him, unless he can assure them of vic-
tory he cannot continue to batde, . . 39

The Wilson-Gorman Tariff retained the House provision tor a
personal income tax drafied by Bryan and reported by McMillin's sub-
committee, Midwesterners such as Brvan and Southerners such as
McMillin favored the income tax as a justifiable tax upon the wealthy
since the great burden of the ranff fell upon the working class. The
votes in both the House and the Senate followed geographical rather
than pariy lines. The act levied a flat 2 percent tax on income from all
sources above $4.000, exempting only interest on federal bonds. The
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income tax affected few because of the high ceiling, but the Supreme
Court in the 1895 Pollack v. Farmers' Loan and Trat Co. decision de-
clared the provision unconstitutional as a direct tax, which according
to the Constitution had to be apportioned among the states on the
basis of population 4°

The Dingley Tarift of 1897

Just as the McKinley Tariff had presaged a erushing defeat for the Re-
publican Party in the 1890 congressional elections, so too did the
Wilson-Gorman Act precede a Democratic debacle in 1894, The new
Congress returned to Republican control, 246-104 in the House and
42-39 in the Senate, Thomas Bracket Reed, once again Speaker of
the House, appointed his colleague from Maine, Nelson Dingley, r.,
o chair the Committee on Ways and Means. McKinley, the former
Republican chairman, was now governor of Ohio, and Dingley had
demonstrated both party lovalty and wechnical expertise in his prior
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service on the committee, Joseph Cannon, the wily Illinois Republi-
can, once observed that Dingley “had a better knowledge of the de-
tails of the tariff than any other man."™ 42

Dingley and Reed were unlikely comrades. The witty, loguacionus
Speaker was at home amid parties and high living, while the serious
and reserved chairman was given to plain living, frugality, and absien-
tion from liquor. Joseph Cannon recalled one dinner attended by
both men. It was customary to serve a Roman punch—ice favored
with whiskey, rum, or a cordial—halfway through dinner. Reed, ac-
cording to Cannon, devoured his with obvious enjovment, while Ding-
ley after the minutest taste turned o his friend and said, “Tom,
there's rum n that.” After Reed had consumed the last of the punch,
he remarked o all of the guests, “That's the difference between
Melson and me. He knows rum the moment he tastes it; 1 had to
tinish mine belore [ discovered " 42

Dingley’s commiltee reported a bill reinstating a duty on wool
and increasing the 1894 rates on many manufactured goods by 15
percent, with the provision that no duty would exceed the McKinley
Tanff rates. Although the bill passed the House by a wide margin, the
Senate Finance Commitiee sidetracked it in favor of a measure for the
free coinage of silver. With McKinley's election to the Presidency in
1896, the Republicans decided 1o make tanff reform a wop priority.
The President called a special session to convene on March 15, 1897,
In his message 10 Congress, Presidemt McKinley, citing the 186-mil-
hion-dollar deficic he had inherited, recommended a tanff that would
provide an adequate revenue and stll protect American industries. 3

Dingley immediately reported a similar bill prepared by the Com-
mittee on Ways and Means afier extended hearings during the Fifiy-
fourth Congress. The House under Reed’s strict discipline passed the
measure on March 31 by a 205=122 vote along party lines, The Ding-
ley bill, the chairman argued, was a moderate measure, neither a tanff
lor revenue only nor sinctly protectionist. The rates. which he be-
lieved would provide an increase in revenue of 113 million dollars,
were midway between those of the 1890 and 1894 warifls,

The Senate once again altered the House bill, Republican leaders
Aldrich and William B. Allison of lowa were able to maintain party
unity without allowing the party caucus to determine the rate sched-
ules. The result was that log-rolling and pressure politics ook over as
Republican senators were subjected o the direct influence of lobby-
ists. Eight hundred and seventy-two amendments were made o the
House bill, four-fifths of which were agreed to in conference. The
Dingley Tariff restored the scale of duties lowered by the Wilson-
Gorman Tarifl and in some instances exceeded the McKinley Act, The
average rate of duties even surpassed those of the Civil War warifls,
The Dingley Tanll was also significant because it adjusted the method
by which rate schedules were determined. Congress delegated author.
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iy 1o the President 1o negotiate trade treaties according to the reci-
procity principle. Twelve vears later, the Republican Party opted to
replace the treaty-making process with what they referred to as “flexi-
hlc tariffs,” which mecant that rates would be adjusted to equalize the
costs of production. 4

The Dingley Tanff was destined to remain i effect for 12 years,
The return of prospenty in 1897 deflected funther walk of tariff reduc-
tion. The Republican Party, even those embarrassed by the high rates,
moved on to a defense of the gold standard and the expansion ol for-
eign trade. President McRinley avoided the subject in public, at one
point stating, “We have guit discussing the tanfl and have turned our
atention Lo getting trade wherever it can be found.” 48

The Committee on Ways and Means and the Spanish-
American War

In secking the overseas trade of which President McKinley spoke, the
United States became entangled in late-19th-century  imperialism.
Trade in the Pacific meant the acquisition of refucling bases and naval
facilities in Hawaii and the Philippines. Closer 1o home, American
tanfl policies impacted most immediately upon Cuba. Under the reci-
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procity clauses of the McKinlev Tariff, Spain had hiberalized wrade be-
tween her Canbbean possession and the United States. Consequent
Cuban prosperity ended when the Wilson-Gorman Tarill reinstated
the duty on raw sugar. The Cuban economy [altered, giving rise 1o an
indigenous revolution that particularly targeted sugar plantations.
Spanmish brutahty in suppressing the rebels evoked strong sentiment in
the United States for intervention, which came following the unex-
plained sinking of the American battleship Mame in Havana harbor on
February 15, 1808 %9

The responsibility for initiating war revenue legislanon once
again fell upon the Committee on Ways and Means. Chairman Ding-
lev, opposed o the income tax and fearful that the tanff could not be
altered without causing political problems for his party, introduced a
war revenue measure on April 25, 1898, that he estimated would
produce an additional 100 million dollars. The measure repeated the
earlier congressional formula of meeting war expenses with increased
excise laxes and the sale of war bonds. The committee supplemented
existing internal revenue taxes with new taxes of the same nature.
The act as ulumately passed, however, shifted the burden of war fi-
nance from the business and professional classes 1o the working class.
Special axes were imposed on bankers and brokers, but also on thea-
ters, circuses, bowling alleys, and billiard parlors; rates were doubled
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As chairman of the Committee on Ways and Means, he joined a select
group of House Republican leaders that included Speaker Joseph
Cannon and John Dalzell. Payne’s chairmanship of the Commitlee on
Ways and Means from 1899 o 1911 was the lengthiest until that of
Robert Doughton in the 1930s and 19405 48

Payne’s first substantial task was the repeal of the Spanish-Ameri-
can War taxes, which had been almost trivial compared to the magni-
tude of Civil War taxes. The series of Treasury deficits from 1894 1o
1900 were eliminated in 1901 by a surplus of over 46 million dollars
from customs and war revenues. Payne introduced a commitiee meas-
ure in December 1900 to reduce the war excises by some 40 million
dollars. House and Senate versions were compromised in conference
with the resulting act of March 2, 1901, retaining legacy taxes, the ex-
cises on oil and sugar relining, and the taxes on bankers and brokers,
but reducing the excises on hquor and tobacco and repealing some of
the stamp duties 3%

O the heels of this measure, Secretary of the Treasury Lyman |.
LCage recommended the repeal of all war taxes in order to reduce fed-
eral revenue by 50 million dollars. Gage argued that the Treasury sur-
plus justified terminating taxes that he found o be both a nusance
and an msignificamt source of revenue. Payne’s commitiee acied im-
mediately upon Gage's recommendation, introducing a bill 1o repeal
all Spanish-American War taxes, The well-organized Republican lead-
ership of Speaker Cannon pushed the bill through in carly 1902 with
what Democrats protested were steamroller tactics.

The Payne-Aldrich Tanff of 1909

Defenders of the protective warill cited the revenue needs of the Span-
ish-American War and the subsequent prosperity after 1897 10 answer
agitation for tarift reform, President Theodore Roosevelt, though he
had endorsed the concept of a tarill commission 1o set rates on a
more objective basis, handled the 1ssue with adroit ambivalence, seem-
ing o indicate that it was hest to let sleeping dogs lie, The develop-
ment of an insurgent movement within the Republican Party aimed ar
the dictatonial control of Cannon in the House and Aldrich in the
Senate revived the anll issue. Governor, later Senator, Albert Baird
Cummins of lowa populanzed a program of trust regulation, railroad
control, and downward tanifl revision that came 10 be known as the
“lowa Idea.” The clamor for tarff reform had reached such a peak
that the Republican platform of 1908 called “unequivocally for the re-
vision of the tarill by a special session of Congress immediately fol-
lowing the inauguration of the next President.” ** Yer, with masterful
political equivocation, the plank neglected to specify which direction
the revision should take.

245



William Howard Taft, both as the Republican presidential candi-
date and as President-elect, made it known that he favored a down-
ward revision of the tanll and an income tax in times of national
emergency. In March 1909, taniff reform was immediately referred to
the Committee on Ways and Means, which had held extended hear-
ings under Payne since December. The 19 members of the committee
{12 Repuhlicans, seven Democrats) included John Dalzell, Samuel
McCall, Joseph W. Fordney. and Nicholas Longworth in the majority,
and Champ Clark and Oscar W. Underwooed in the minonity. Clark, in
fact, left a revealing account of the committee’'s proceedings, arguing
that no committee “ever did harder, more tedious, or more fatiguing
work':

Think of it! We began at half-past 9 in the morning and
worked unul 1 o'clock, ook an hour for lunch, then worked
until 7 o'clock, taking an hour for dinner . . . and worked
until 11 and 12 o'clock at might; keved up, on edge. tssling
with intellectual men who had facts in their possession about
the tariff which they were determined not to give up, while
we were determined that they should stand and deliver, ®#

Even though Clark opposed the bill that the majority drafied, he re-
spected Payne's knowledge of the tanfl. Clark also recorded an inci-
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dent that explained much of Payne's, as of any chairman’s, personal
influence. Before his appointment to the committee, Clark had tan-
gled with Payne in floor debate and had found him o be irritable and
brusque. After Clark’s appointment, the twoe men shared a railroad car
from New York to Washington, The chairman welcomed Clark 1o his
committer and in five hours of pleasant conversation completely won
his confidence. &2

The bill that Chairman Pavne reported on behall of the Commir-
tee on Ways and Means on March 17, 1909, reflected a real desire 1o
reduce tanffs while retaining the principle of protection. Increased
protection was given to mercenized fabrics, women's gloves, hosiery,
and plate glass, Wood pulp, hides, petroleum and its byproducts, and
iron ore were putl on the duty-free list. The dutics on lumber, iron,
and steel were decreased. All existing reciprocal trade agreemenis
were (o be ended with the exception of those with Cuba. In their
place, the Payne bill called for mimmum-maximum provisions. The
minimum rates stipulated in the 1anff schedules were to apply to all
countries not discriminating against imports from the United States.
Maximum rates 20 percent higher were 1o be applied, at the discre-
tion of the President, on those countries practicing such discrimina-
tiomn.

The Payne hill also included a provision reinstating the federal
inheritance tax that the committee had helped 1o repeal in 1902,
Modeled on New York State’s inheritance law, the hill provided for
duties ranging from | to 5 percent according to the size of the be-
quest and the relationship of heir to decedent. In recommending an
inhertance tax, Payne rejected the corporation income tax favored by
Presidemt Taft and suggested to the committee by Attorney General
George W. Wickersham. Taft was reportedly pleased nonetheless,
writing to his brother that the bill was “a genuine effort in the right
direction,”™ ¥4

Insurgent Republicans and Democrats alike were unsuccessful
both in their efforts o unseat Cannon and to attach an income tax
provision to the Payne bill. The Republican leadership was able to
push the bill through on April 9 by a 217-161 vote. The Senate,
meanwhile, had been conducting tanff heanngs preparatory o drafi-
ing its own measure, Aldrich’s Finance Committee precipitously raised
duties on some 600 items and deleted the inheritance tax feature. The
Senate bill contained 847 amendments to the Pavne hill. The confer-
ence committee was dominated by protectionisis  handpicked by
Cannon and Aldrich. Pavne, by virtue of s positon, led the House
conferees. President Taft's pressure forced the committes to lower
dutics on key commaodities, but the Payne-Aldnch Act signed July 31,
1909, signalled no significant change in the implementation of protec-
tonist tarifl policy. Yet, the bill did seem o indicate thar protection-
ists were on the defensive from the persistent agitation by Insurgents
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and Democrats for reform. Taft, unilaterally proclaiming that no dis-
crimination existed against the United States in foreign trade, de-
clared that the minimum rates would be applied. With the adoption of
the Payne-Aldrich Tanfl, Congress replaced the presidential treaty-
making provision with the fAexible tariff favored by the Republican
Party. The act also recommended that the President appoint a group
of 1arill experts 1o advise the government. Talt then organized a
Tarifl Board 1o advise on minimum and maximum rates 58

House Republicans suffered a crushing defeat in the 1910 mid-
term elections. From a 219-192 majority, they fell to a 161-228 mi-
nority. Staggered by the magnitude of the defeat, Chairman Payne an-
nounced in December that he favored a schedule-by-schedule revision
of the tanfl and the creation of a permanent Tanff Commission, a
step that only Progressives had previously supported. Such statements
proved to be only window dressing. Real anft reform would awan
Democratic control of the Senate and the Presidency, %8

The Underwood TanlT of 1913

The election of Woodrow Wilson to the Presidency in 1912 marked
the zenith of tanft reform. Wilson was a siudent of Amencan politics,
the author of the classic 1885 studv Congrevional Governmend, and an
ardent admirer of the Brntsh parliamentary system. He was deter-
mined as President 1o personally lead his party in Congress. Working
with a Demaocratic majority in both the House and the Senate, Wilson
believed that only he could articulate the needs of the party and the
nation. He gave wop priority 1o demolishing the protective tanff that
had been the hallmark of the Republican Party since 1861 when he
called a special session of Congress on Inauguration Day in 1913,
Breaking with precedent, he appeared in person before a Joint Ses-
sion of Congress—the first President since John Adams o do so—to
indicate his leadership in the upcoming struggle io revise the tarifl.®7

Democratic elfors at tarilf reform had already begun in the hear-
ings Oscar W, Underwood’s Committee on Ways and Means had con-
ducted since the previous December. The ball that Underwood orig-
nally introduced on the House floor on Apnl 12 was similar 1o a
series of 1arill bills that President Taft had vetoed two years earlier,
The 1913 bill, as presented, had been draflted by the majority mem-
bers of the committes divided into 17 subcommittees of from one 1o
four {usually three) members. According 1o Burton L. French (R-113),
at the conclusion of the hearings held in December and January, the

chairman divided the commites into select subcommittees, cach of

which was given charge of a particular schedule of the tarifl. During

the deliberations, French reporied that the subcommittees unilized
the expert advice of Treasury Department officials as well as the com-
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mittee clerk. The subcommittees prepared drafis of the various sched-
ules between January and April, with most of the work completed in
an intensive two-week period. The complete draft was then consid-
ered by all 14 members of the majority acting as a subcommittee, ac-
cording to French “carrying out the idea that the friends of a measure
af political character should prepare w.” *%

Chairman Underwood, who was also majority leader from 1911 to
1915, was the leading tariff authority on the committee. Other notable
Democratic members included Claonde Kichin of Morth Carolina,
Henry T. Rainey of Ilinois, Cordell Hull of Tennessee, and john
Nance Garner of Texas. President Wilson conferred frequently with
Underwood while the committee was working on the hill. According
to one of Wilson's biographers, the President was responsible lor per-
suading the chairman o eliminate the dutv on wool and w lower the
rate on sugar. The commitiee had decided to impose a 15 percent
duty on raw wool, Wilson summoned Underwood to the White House
and instructed him 1o fight for dutyv-free wool, agreeing to retain a
one-cent-per-pound duty on sugar for three years. The chairman and
the committee did as the President requested, ®#

The Underwood bill, reported out of committee on April 22,
1913, provided for lowering the average ad valorem tariff rates from
the 40 percent level of the Pavne-Aldrich Tanff to approximately 29
percent. The purpose of the bill was 1o remove the speaal privileges
protectionism  had accorded certain American manufacturers. The
taritf would remain moderately protectionist, but it was projected to
decrease customs receipts by 100 million dollars. To offset the lost
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revenue, the bill included an income 1ax provision, the first to be writ-
ten under the recently ratified Sixteenth Amendment, which author-
ized the federal government to levy a tax upon incomes.5®

For such a momentous change in federal tax pohcy, the mcome
tax provision of the Underwood bill elicned surprzsmgly litnle opposi-
tion in the House. The income ax section occupied only eight pages
of an 814-page report on the anff bill. Underwood assigned Cordell
Hull {D-TH) to chair the income tax subcommittec. Hull wanted a fla
rale income tax, but he yielded 1o the arguments of John Nance
Garner for graduated rates. An exemption of $4,000 was granted,
with rates of one percent on incomes up to $20,000 and with addi-
tional surtaxes of one percent on ncome between 20,000 and
850,000, 2 percent on income between 550,000 and $100,000, and 3
percent on income above $100,000. Hull defended the ax as an equi-
table measure based upon ability 1o pay, notl a @ax on consumption
such as the tanft and excise taxes. He pointed om that 52 countrics
and states had already taken this action. He even cited Llovd George's
speech of 1909 i Parbament prasing the income tax as "the sheet
anchor of our financial system.” %' Afier the Underwood hill was re-
ported it was debated briefly by the House. No attempt was made 10
divorce the income tax provision from the measure and i1 was passed
on May B, 1913, with the income (ax intact

The Senate did not substaniially alter the House bill. In fact, due
to President Wilson's intervention in the Senate, the Underwood
Tarfl emerged a stronger reform measure. The Senate version re-
duced rates an additional 4 percent overall and increased the max-



mum surtax from 3 to 6 percent. The House accepted most of the
Senate revisions, and President Wilsen signed the bill on October 3,
1213, The tariff-making process in 1913 was a striking departure from
prior experience. Business interesis had not monopolized the process,
and the Senate had not engaged in an orgy of special-interest amend-
ments, As the editor of the New York World observed: “This s no tanff
by log-rolling, by manipulation, by intrigue, by bribery. It was hought
bv no campaign contributions, It was dictated by no conspiracy be-
tween corrupt business and corrupt politics.” %2

World War [ Revenue Acts

Prior to World War I, the tanff’ and cxcise taxes supplied over 90 per-
cent of federal revenue. World War | ended the dominance ol the
tariff as a source of revenue. The income tax initated so inauspicious-
ly by the Underwood Tarll provided over 58 percent of federal reve-
nues by the end of the war.®?® Expenditures mushroomed from 742
million dollars in 1916 w over 18.9 hillion dollars in 1919, an in-
crease of 2,454 percent, exceeding the rate of increase for the Civil
War as well as the later rate of increase during World War 11.%* The
pressures to find sources of revenue for these increased expenditures
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wrecked the close relatonship that Wilson had cultivated with the
Committee on Ways and Means,

When Underwood moved over to the Senate in 1915, the ranking
majority member, Claude Kitchin of North Carclina, was appointed
chairman. Kitchin was a large. kind, affable man with a remarkable
memory for statistics, which he used 1o his advantage on the commit-
tee. He was a consistent advocate of a tanfl-for-revenue only, and he
rose o prominence through his opposition 1w the Payne-Aldrich
Tanff. Although he supporied the Underwood Tanff and greatly ad-
mired Wilson, Kiichin did not always agree with the President’s poli-
cies, and he was not welcomed with open arms at the White House.
Some consideration may have been given to bypassing Kitchin, bui
the semority system ook precedence and the North Carolinian
became chairman of the Committee on Ways and Means and majority
leader of the House.®5

The responsibiluy for financing military preparedness and subse-
quent American involvement in World War 1 fell 1o Kitchin's commit-
tee. The chairman's consistent philosophy was that the United Suates
should adopt a “pay-as-vou-go™ syvstem, relying more upon taxation
than the sale of war bonds. Specifically, Kitchin worked to increase
graduated taxes upon ncomes, inhentances, and especally upon the
excess profits of corporations due to the war. His at umes demagogic
denunciations of war proliteers, though genuine, were exploited by
the opposition and the press 1o portray Kitchin as incompetent and
irrational. ‘The press in particular played up the story that Kitchin had
said that the war profits taxes were designed 1o make the Northern
states pay for the war. Perhaps motivated by the increased rates for
sccond-class postage for newspapers and magazines that Kitchin's
committes had recommended, the press gave wide coverage to this
phony story, The chairman was lampooned as a “babe-in-the-woods,”
“a polineal imbecile,” "a small bigot from an ll-favored district in
North Carolina,” *® Like Wilson, the war experience broke Kitchin's
health, and he suffered a siroke in 1920, recovering for a short time
before he died in 1923,

Early in 1916, Wilson's Secretary of the Treasury, William Gibbs
McAdoo, recommended raising the rates of taxation on individual and
corporate incomes io meet the needs of war preparatiion. The Reve-
nue Act of 1916 that resulted onginated in the Committee on Ways
and Means because of the “necessity growing out of the extraordinary
ncrease in the appropriations for the Army and the Navy, and the for-
tification of the country.,” ®*7 The act doubled the normal tax on
income, levied an estate tax and a tax on munitions manufacturers,
and devised a special excise tax on corporations. The 1916 Revenue
Act was also important because it created the U, 8, Tanll Commission
as an independent agency 1o advise the President and Congress on
trade matters. The rapid increase in expenditures that occurred after
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the enactment of this measure necessitated a new revenue bill in early
1917. Estate waxes were raised 50 percent and the excess profits tax
was also increased. This act never went Into operation, since one
month afier it was adopted in March, the United States entered the
war and was confronted with the need 1o raise revenues even further,

Secretary McAdoo reviewed the history of Civil War finance lor
assistance in meeting the needs of World War [ Only two things im-
pressed him: 1) the methods Jay Cooke used in selling war bonds, and
27 Secretary Chase’s failure 1o appeal to the people. With the optimis-
tic faith of Progressives in both the people and in planning, McAdoo
proposed to appeal o patriotism, using war bonds to finance the war
on an equal basis with taxes. "Any great war must necessarily be a
popular movement,” McAdoo wrote, [t is a kind of crusade; amnel, like
all crusades, it sweeps along on a powerful stream of romanticism,” 88

McAdoo's recommendations reflected the admimistranon’s belel

that half the cost of the war could be postponed by utiizing loans

254

Fictory loan poster calls on glti-
renis fo bary World War I

bosids. The sale of bords and
secunilie provides a way for the
govérntenl fo borvol marey
Sromt individuals, benks, and
corporations, Setting an exemw-
Ple for the nation, members of
Congress [nght) queue up oul-
side the Capifal fo by Liberty
Bongds im 1918, Demomanaiions
af B50 to K10 000 appealed o
mEny bond klr_g,-fr.s Cibizens
uu]'.ﬁ .l'l'rrr.l'lrd TR LT ozl Fur-
e mn:.uul':rl._gj' rrr.l'l:j_re'm!n.
Thexe heid 20 war-sauving
slamps, each with a matirity
walue of BY. Thrift stamps aere
alse gold for 2F cenls eack The
Sive Bosid dvives of Warld War
I oraised 204 Wilfion dollars,
sarme fwo-Phives of all the
morey the povernmend weed o
Sfinance Amenica’s war rolr,



rather than through rehance on taxes. The increased income tax,
excess profus taxes, and excses would provide only half of the
needed 3.5 billion dollars. Kitchin and the Committee on Ways and
Mcans began consideration of the administration’s plan in Apnl by
naming a subcommitiee 1o dralt a revenue bill. Significantly, no hear-
ings were held, ostensibly because of time constraints, yet the Senate
Finance Committee later held hearings on the same measure. The
Ways and Means subcommittee was the scene of heated disagree-
ments. Joseph W. Fordney (R-MI) argued against increases in excess
profits and corporation taxes, while Henry 1. Rainey (D-IL) pushed
for confiscatory laxes on incomes over $100,000, In presenting the
bill to the House on May 10, Chairman Kitchin admitted that it was a
compromise measure, substantially the same as what McAdoo recom-
mended. The chairman eloquently defended raising taxes to finance
the war rather than relying upon loans, “Your children and mine had
nothing to do with bringing on this war,” he abserved, It would be
unjust and cruel and cowardly to shift upon them the burden.” 89

The commttee bill incorporated the increased rates requested by
McAdoo on incomes and the excises on tobacco, liquor, motor vehi-
cles, solt drinks, cigaretes, and musical mstruments. The Wl also
doubled the excess prolits tax on corporations, from 8 e 16 percent
on the net profits above 8 percent of invested capital. Kitchin said
that he favored a rate as high as 80 percent, perhaps only somewhat
inflating the figure for effect since he justified the 1ax on the basis of
Great Britain’s tax of 60 percent and on France’s tax of 50 percent,
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The House bill was designed 1o provide 1.8 billion dollars, hall of
McAdoo's estimate of the first year of war expenditures. Actual cosis
quickly proved the original estimate low. While the bill was under
consideration in the Senate, McAdoo revised his estimate to 15 billion
dollars, The Senate bill—drafied by the Sepate Finance Committee
chaired by Kitchin’s North Carolina nval Fumnifold Simmons—al-
though instituiing some increases, would only provide 2.4 billion dol-
lars. The inheritance tax, postal rate changes, and several excise (axes
deleted by the Senate were restored in conference committee, The hill
as passed on October 3, 1917, imposed a 2 percent tax on incomes
above 1,000 for single persons and 32,000 for marned persons, with
graduated surtaxes up 10 63 percent. A normal tax of 4 percent was
added to the existing tax on corporations. The excess profits 1ax rates
were graduated from 20 o 60 percent. The act greatly expanded fed-
eral revenues. For the first time receipts exceeded one billion dollars,
totaling 5.7 billion dollars for 1917=1918, Income taxes and excess
profits taxes contributed by far the largest increase, forming 2.8 bil-
lion dollars of the total.7®

The need for even more revenue had become evident by Apnl
1918, when monthly expenditures surpassed the one-bilhion-dollar
mark. McAdoo sent letters 1o both Kichin and Simmons requesting
an ncrease in the mcome and war profits taxes. Both chairmen post-
poned any action until after the November elections. McAdoo ap-
pealed o President Wilson to mtervene, “As | understand i1, Con-
gress 13 anxious o avold new revenue legislanon at this ume,” he
wrode, “but it s unescapable. Unless this maner is dealt with now
firmly and satsfaciorily. we shall invite disaster in 19197 %" The
President appeared before a joint session on May 27 in his famous
“politics 15 adjourmned”™ speech to urge higher income taxes, excess
profits taxes, and excises. The Secretary of the Treasury appeared
before the Committee on Wavs and Means on June 5 o recommend
an increase n the normal income tax to make his pet tax-exempt war
bonds more attractive 1o myvesiors,

The committee heard, according o Chairman Kitchin, “every
class of people,” and “every class of business” in drafting the Reve-
nue Act of 1918, Treasury Department experts and economists testi-
fied. The committee studied the Civil War revenue acts as well as the
war finance measures of Great Britain, France, and Canada. Most of
the winesses were businessmen or their representatuves, who com-
plained about the excess profits tax. Special interests pled for relief,
such as the American Newspaper Publishers Association, which op-
posed higher postal rates, and representatives of the motion picture
ndustry, who argued against the excse on amusements. Kitchin, un-
moved by such testimony, again crusaded for higher taxes 1o prevem
mounting deficits. He had come 1o the realization that the higher
levels of expenditure and of taxation were not simply temporary aber-
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rations caused by the war. Even after the war, he argued, federal ox-
penditures would remain high. Taxes would have to be raised now to
meet the government's expanded revenue needs. Chairman Kitchin
reasoned that the present nme, when profits were high, was the most
expedient moment to raise faxes. 72

President Wilson and Secretary McAdoo in the meantime im-
pressed upon Kitchin the urgency of differentiating between taxes on
war profits and those on excess profits. A wax on war profits, the
President wrote 1o the chairman, was “manifestly equitable™ and
would be welcomed by business. By implication, an excess profits 1ax
was less “defensible in prnciple”™ and more likely 10 be seen as “a
caputalistic tax Wl as Secretary McoAdoo termed .72

The bill presented by the committee in September represented a
compromise  between Treasury’s recommendations and  Kichin's
wishes, Normal income tax rates were increased 1o 6 percent on in-
comes below 34,000 and 12 percent on incomes above $4,000, with a
maximum surtax rate of 63 percent. As an alternative 1o the existing
EROERS pn:rEmi tax, an S0 percent fax was insrituied on war pru::l"'ul_i.. The
starting rate of the existing excess profits rax was set at 35 percent,
higher than McAdoo wanted. but less than Kitchin sought. The Senate
lowered the excess profits tax and increased the mcome tax on lower
incomes by levying a 12 percent normal tax for 1918 (8 percent there-
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after} on incomes over $1.000 for single axpayers and $2.000 for
married couples. These changes were reflected in the War Revenue
Act of 1918, passed by the House on February 3, 1919, and by the
Senate on February 13. Seventy-eight percent of the estimated reve-
nues (4.7 billion dollars of 6.1 billkon dollars) were due o personal
and corporate income taxes and the excess profits tax.

As enacted, the 1918 Revenue Act also provided for the creation
of a Legislative Drafting Service to assist Congress in drafting public
bills and resolutions requested by any House or Senate commitiee.
The establishment of the service stemmed from an expenmental pro-
gram by which the Committee on Ways and Means had employed a
skilled drafisman named Middleton Beaman o dralt portons of as
revenue bills between 1916 and 1919, Having determined thar other
congressional committees would benelit from similar assistance, the
Commitiee on Ways and Means inserted the section pertaining to the
creation of the Legislative Drafting Service into the Revenue Act of
1918, Several vears later, the Revenue Act of 1924 changed the name
ol the service o the Office of the Legislative Counsel, whose wo
drafismen were now designated as Legislative Counsel, 74

In addition to the major war revenue acts, the Committee on
Ways and Means oniginated bills for the Liberty and Vicory loan
issues, Treasury certificates of indebtedness, and war savings cerrifi-
cates. In September 1917, Congress passed a commitlee measure au-
thonzing the Second Liberty Loan of four bilhon dollars to the Allies,
to be financed by the sale of war bonds. In April of 1917, the commir-
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tec approved the issuance of two billion dollars in Treasury ceruifi-
cates of indebtedness “to the end that the Treasury may at all times
have ample means of securing funds to meet the immediate needs of
government,” 7#

Chairman Kitchin's relationship with the Wilson Administration
continued to be a stormy one up until the end of the war. The Presi-
dent, in an August 1918 Cabinet meeting, referred 1o the chairman as
“that distinguished stubborn North Carolinian who when he made up
his mind would never open it.” Wilson was upset when Kitchin's com-
mittee extended the provisions of the income tax to include the sala-
nes of state ofhicials, federal judges, and the President of the United
States. Reasoning that an income tax upon his own salary was uncon-
stitutional, Wilson considered contesting the provision, but his aide,
Col. Edward House, persuaded him that such an action would appear
selfish and hypocritical. Following Democratic losses in the 1918 con-
gressional election, some of the President’s aides even suggested an
attempt to dump Kitchin from the majority leadership, 7

Republican Retrenchment in the 1920s
The Republican Pany returned to power with the end of the war and
the Senate’s rejection of Wilson's League of Natons. Republicans

controlled the Presidency and both Houses of Congress throughout
the decade of the 19205, Presidents Harding, Coolidge, and Hoover
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were matched with Republican majorities in the House and the Senate
trom the Sixtyv-sixth through Seventy-first Congresses (1919-1931). It
was a period best summed up in Harding's phrase, “return to normal-
cy.” Wearied and bloodied by the war, the United States wrmed
inward, rejected international entanglements in favor of isolationsm
and the self-indulgence represented by the Jazz Age and the Roaring
Twenties, Republican fiscal policy stressed a similar concern to return
to the high protective tarff, 1o repeal the excess profits taxes, and 10
lower the surtax on higher income tax brackets, These three objec-
tives were realized in the Fordneyv-McCumber Tanff of 1922, the
Smoot-Hawley Tanfl of 1930, and the Revenue Acts of 1921 and
1924, all of which originated in the Committee on Ways and Means.

President Warren . Harding took a major siep toward the real-
ization of Republican goals with the appointiment of Andrew Mellon
as Sccretary of the Treasury in 1921, A wealthy banker, financier. and
philanthropist, the 65-year-old Mellon had never held public office
and knew little about the Treasury Department or its historv. He nev-
crtheless dominated fiscal policy during the twenties under three Re-
publican Presidents. Deeply committed to cutting  taxes, Mellon
argued that high taxes actually led 1o lower revenue, Taxpayers would
resort o evasion, trickery, or would invest in tax-free bonds. More-
over, gh taxes would undermine the work ethic:

. when initianve is crippled by legislation or by a tax
svstem which denies [the taxpayer] the right to receive a rea-
sonable share of his carnings, then he will no longer exern
himself and the country will be deprived of the energy on
which its continued greatness depends.”?

Mellon, however, [avored retaining the corporaton income tax, He
also argued for the diflerentation beitween earned and unearned
imcome, Wages and salaries, he maintained, should be taxed at lower
rates than unearned income from mvesimenis.?®

Three days after his inauguration, President Harding met with a
group of congressional leaders, including Committee on Ways and
Means Chairman Joseph W, Fordney and Senate Finance Committec
Chairman Boies Penrose (R-PA). Fordney advocated tanff reform, bt
Penrose argued that tax reform should take precedence. The confer-
ence ended with an understanding that both the ax and the tarill
should be addressed in the upcoming session, The two committees
then came 1o an informal agreement that the House would take up
the tariff while the Senate would consider tax reform.

Joseph W, Fordney of Michigan, a wealthy, self-made man, had
served for six terms on the Committee on Ways and Means before
Speaker Frederick Gillett named him chairman in 1919, A protégé of
Cannon and Payne, Fordney had become an authority on protective

a0



Ways gred Means Chairman
Willis Hawley, left, of Ovegon
and Senale Finaree Charrman
Reed Smovt of Ultah, took the
fead an faryff renision ax the
prosperous 19205 faded into
the (areal ﬂflf.lrrmm Tﬁr}' _||‘r1.|'I
thetr fodime o omie |:._||I'-I'.IIM s
cofireveriial mediures fuer emn-
acted, the Smoot-Hawley Tanjf
of T8930 The bill raised dufies
to Hhe kighest bewels in Amer-
fean hastory. Chker nalions
retaliated by shutfing out U5,
poods, Without overseas buyers,
Jarmers were foreed o sell ther

surplus crops af a foss, Ero-
nome woer grew worss, Money

sorely nevded from war repara-
trores and debd payments fell
off. The fanfl bocked Germany
and alled nofions fn:.lm Jr.':r.-:l'mg
goods far dollars to be weed fo
pay America, Smool-Hawley
avts Hhe fasd B2l in which Con-
gress sel the actual lariff rates.

tariffs. He was also, according to his biographer, “a natural-bormn
mathematician . . . [with] a prodigious memory for facts.™ 7@ Chair-
man Fordney set to work on tanilf revision in June 191% when he
called committee heanings on chemical dvestuffs and other wartime
manufactures. The resulting Fordney Emergency Tanfl Aet (May
1921) reinstated protective tariffs on wool and a large variety of agri-
cultural products. Due 1o a sharp decline in farm prices in 1920, there
was widespread support for the bill. President Wilson had vetoed i
on the last day of his tenure with the warning, “This is no tme for
the erection of high tanll barriers.” *® President Harding signed the
bill as soon as it was repassed by the following Congress.

The Emergency Tanilf was intended 10 be a temporary measure.
The Committee on Wavs and Means began hearings in January of
1921 on a permanent tariff. The hill, which became the Fordney-
McCumber Tarifl 20 months later, was introduced in the House in
June. In drafung the ill, the commttee ook the advice of Commis-
sioner Thomas . Marvin of the Federal Trade Commission 1o base
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ad valorem duties on the American value of foreign goods. Specific
duties were also reinstituted 1o protect against cheap classes of im-
ports. The bill raised rates above the existing Underwood Tanff rates.
Fordney contended that the bill represented the “Constitution of a
uniform and universal prosperity.” 81

The bill stalled in the Senate after passing the House on July 21.
The Senate Finance Committee hearings on the measure lasted from
June 1o January of the following vear. In the interim, President Har-
ding was persuaded to support the principle of a flexible tanff. Wil-
lam 5. Culbertson, a Wilson-appointee to the Tanff Commission,
argued that fixed rates could not cope with the fluidity of internation-
al irade. Rates needed 1o be constantly adjusted on the basis of expert
advice provided by the commission. Moreover, he argued, hixed rates
would prolong the tariff as a comroversial political issue. Harding,
who once admitted o being “very much at sea™ in trving o under-
stand the tantl, was impressed by Culbertson’s reasoning. In his De-
cember 6, 1921, State of the Umon Message, he informed Congress:
“I hope a wav will be found to make for fexibility and elasticity so
that rates may be adjusted 1o meet unusual and changing condi-
tions.” #* To accomplish flexibility the President recommended ex-
panding the powers of the Tarff Commission.

The Senate version of the wanff bill prepared by Chairman Porter
1. McCumber's Finance Committee reinstated the flexible tarnift provi-
sion. The conference commitlee, composed of ten members, includ-
ing Fordney and McCumber, worked for a month to compromise dif-
ferences between the iwo versions. The final bill contained the high-
est agnicultural duties in history. Although the rates on manufactured
goods were higher than the Underwood Tarilfl, they were on average
lower than those of the previous Republican Payne-Aldrich Tanff. As
one tanfl scholar concluded, “the Fordnev-McCumber Tarill was a
patchwork of compromise, politcal expediency, and economic
greed.” #% As enacted, the measure vested the US, Tanlf Commission
with the authority 1o determine costs of producton associated with
tariff rates and also empowered the President to raise or lower tariff
rates when the commission decided that existing duties did not equal-
1ze with the costs of production. President Harding was both pleased
and reheved when he signed the bill into law on September 21, 1922
Before handing to Fordney the gold-mounted pen he used 1o sign the
hill, the President remarked; “This law has been long in the making.
o« . iF we succeed in making effective the elastic provisions of this
measure it will mark the greatest contribution 1o tariff making in the
nation's history. "™ 84

The Revenue Act of 1921 had intervened to cause the delay in
the consideration of the tanff. Secretary of the Treasury Mellon ap-
peared before the Commitlee on Ways and Means on August 4, 1921,
e recommend: 1) repeal of the excess profits tax, 2} reduction of the
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Bureau of Internal Revenue to hear tax cases. In a game of “can you
top this,” Democrats ried to outdo the Republicans in tax reduction
when a Democratic member of the committee, John Nance Garner, in-
troduced on the House floor an amendment that served as a subsii-
tute tax package. The House adopred Garmer’s plan by a vote of 221-
196, only 1o have it replaced by another aliernative plan devised by
Nicholas Longworth (R-0OH), The Senate increased the surtax provi-
sions of the Revenue Act of 1924 from 25 1o 40 percent.®8

On October 19, 1925, Secretary Mellon once agam appeared
before the Committee on Ways and Means (o recommend further tax
reductions. The surtax on upper imcomes, he argued, ought 1o be re-
duced 1o 20 percent, and the federal estate and gifi 1axes oughi 10 be
repealed, Green and Garpner were able to persuade ihe Houwse oo
retain the estate tax by conceding on the reduction of the sunax and
by an increase in the tax credit for the payment of state inheritance
taxes, The Senate only added a new and controversial provision [or
the oil and gas depletion allowance to what became the Revenue Act
of 1926. The act was also notable for establishing the Joint Commit-
tee on Internal Revenue Taxaton, which was 1o be composed of five
representatives and Live senators with a stall o gather data on the ad-
ministration of tax laws and 1o assist Congress in the preparation of
revenue legislation. This measure was followed by another tax act in
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1928 that most significantly reduced the corporate tax rate from 13.5
to 12 percent. On the eve of the Great Depression, Mellon confidently
asserted that as a result of the Harding and Coolidge Administrations’
revenue policies, "business has been taken out of a strait-jacket and
permitted to expand in an orderly manner, unhampered by artificial
restrictions of the tax laws,”” #7

The Smoot-Hawley Tanff of 1930

The prosperity of the 1920s concealed a troubled world economy. An
mternational balance ol payments problem resulied from a combina-
tion of allied war debts, German reparations, and nationalistic rade
barriers. Most nations responded to these problems with “beggar-my-
neighbor™ policies such as the imposition of higher import quotas,
The economic position of the United States, which had emerged [rom
World War I as the world's grearest creditor naton, was somewhat
stronger than that of other countries. However, some sectors of the
American economy, partcularly agnculiure, experienced depressed
conditions for much of the decade, reflecting continued surplus pro-
duction in the face of dwindling overseas markets.

Herbert Hoover, elected President in 1928, was particularly amx-
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1wus to help the nation’s farmers through the enactment of relief leg-
islation and through an upward revision of agriculiural anll rates,
Shortly alier his inauguration on March 4, 1929, Hoover called a spe-
ci1al session of Congress to consider these subjects, The legislature re-
sponded 1o the President’s plea for farm reliel by passing the Agricul-
tural Marketing Act, which created a Federal Farm Board 1o provide
price supports for agriculiural products. The second prong of Hoo-
ver's plan, tariff revision, ook a course far different from that envi-
sioned by the President. The resultung tanft legislation, the Smoot-
Hawley Tarff of 1930, became one of the most controversial and
widely criticized measures ever enacted by Congress.

The Committee on Wavs and Means, chaired by Willis C. Hawley
(R-OR), had begun its hearnngs on rate schedules several months
belore the opening of the special session. In the winter and early
spring of 1929, the committee labored over 15 tarifl schedules incor-
porating some 20,000 items. Its bill, reporied by the chairman on May
7. 1929, was [ar more comprehensive than the tanll revision limited
to agricultural rates requested by President Hoover. Although the
committee bill did, in fact, contain higher duties on agricultural prod-
ucts, it also proposed rate hikes on many other goods. The hill also
included a provision that empowered the President to change rates as
much as 50 percemt on the recommendation of the Tanff Commis-
sion. This provision was opposed by the committee’s ranking minority
member, Robert L. Doughton of North Carolina, whe objected to
translerring congressional rate-making authority to the President. An-
other of the minority members who objected 1o the bill was Cordell
Hull (DTN}, a lree trade advocate who wrote the commillee’s minori-
ty report on the measure. Hull criticized the panel’s lack of vision
concerning the current state of international wade “which clearly
demand [the opening of] foreign markers rather than excessive rade
protection.” Hull viewed the Smoot-Hawley Tanff as a personal
defeat, and would later call the passage of this legislation, “perhaps
the nadir of my Congressional career.' %8

Alter three weeks of consideration in which the bill was heavily
amended, the House passed the warill measure on May 29, 1929, by a
vote of 264-147. By the time of its passage by the House of Repre-
sentatives, the new arifl bill had rased existing rates 1o the highest
levels in American history,

The House bill then moved 1o the Senate, where under the guid-
ance of Senator Reed Smoot (R=UT), it passed through the Senate Fi-
nance Committes without much controversy. The hill encountered a
serious challenge on tne floor when a group of senators from the
Northwest and Mountain states succeeded in amending it to incorpo-
rate two controversial new provisions: 1) an export debenture on farm
products, and 2) a flexible tantf provision to be administered by Con-
gress rather than the President, In all, the Senate amended the House
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bill 1,253 times—1,112 of which were imroduced on the floor. These
amendmenis reflected no consistent policy, prompring Wisconsin Sen-
ator Robert LaFollette 1o remark that the Smoot-Hawley measure was
“the worst tariff hill in the nation’s history.” % On Januvary 6, 1930,
the Senate passed the ball, but the differences between the House and
the Senate were 5o greal that a conference committee was unable (o
resolve them belore the special session adjourned in late November,

The worsening economy then intervened o alter the rationale
behind the passage of a protective 1anil. When the Seventy-first Con-
gress convened in regular session in December 1929, the nation was
experiencing the initial stages of the Great Depression, Higher tanff
rates were now seen by Republican leaders as a means to stimulate
business and industrial recovery in the wake of the stock market
crash of October. In the spring of 1930, Presidenmt Hoover persuaded
the Senate 1o withdraw the bill from conference and (o vote again on
the controversial debenture and flexability provisions. The Senate de-
feated both provisions by narrow margins, with Vice President Charles
Curtis casung the deciding vote on the flexibility provision. The
Senate passed the bill on June 13, as did the House on the following
dav. Meanwhile, many European and Amencan economists had pro-
tested the bill's potentially adverse impact on international trade.
President Hoover nevertheless signed the bill on Jume 17, 1930, no
because he approved the rate structure, but because 1 am convinced
that the disposal of the whole question 15 urgent.™ #0
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The Smoot-Hawley Tariff raised rates on agricultural raw ma-
terials from 38 to 49 percent, and rates on other commodities from
31 w 34 percent, with special protection afforded to the mineral,
chemical, and textle mdustrnes, The act also reinstated the House ver-
sion of the flexible tanff principle by authorizing the President 1o re-
orgamize the U.S, Tanll Commssion, which could then msutae a For-
mula for the reduction of tarff rates.

The Smoot-Hawley Tarnill was the linal bill in which Congress set
the actual tariff rates. As economists had predicted, i had disastrous
consequences. Within several months of the bill's signing, a number
of nations, including Canada and Mexico, had raised their tanfl rates.
By 1933, 26 natons had mstituted some form of wrade retaliation
against the United States, From 1929 w 1935, American exports
dropped from 488 million dollars to 120 million dollars, while im-
ports fell from 368 million dollars to 96 million dollars. The higher
rates imposed by the Smoot-Hawley Tanff also compounded the
international economic crisis. World trade declined from 35 billion
dollars to 12 billion dollars from 1929 (o 1933, and nations with huge
war debts found that they could not repay them without access to the
American market.

The stock market crash in October 1929 and the ensuing depres-
sion ended the prosperity of the twentes. They also brought an end
to a decade of tax reduction and Treasury surpluses, The deficit for
1931 was 461 million dollars, and the Treasury predicted a deficit of
three billion dollars for 1932, As Mellon's replacement at Treasury,
Hoover chose Ogden Mills, a former member of the Committee on
Ways and Means. Mills had close ties 1o Southern Democrats, includ-
ing Chairman James W, “Billy” Collier {D-MS) and Charles Crisp {D-
GA). who berame acting chairman and floor manager of the Revenue
Act of 1932 due to Collier’s illness. There seemed 1o be bipartisan
agreement on the need to balance the budget and 1o raise taves, Mills
recorded late in 1931, “The committee on Ways and Means and the
Treasury Department are in complete accord as to the necessity of
balancing the budget during the next fiscal year.” #!

The bill drafted by Crisp's committee included provisions to raise
meome tax rates and surtaxes to the levels of the 1924 law, but the
most controversial provision was for a national sales tax, euphemisti-
cally referred to as a manufacturers’ exase tax. Though the sales tax
was introduced on the initiative of the Committee on Ways and
Means, 1t clearly coincided with Mills' sirategy. Both Democratic
House Speaker John Nance Garner and Majority Leader Henry T.
Rainey approved of the sales tax plan, even though it contradicied the
party’s commitment to the principle of a graduated income tax.

Omne of the first Democrats 1o oppose the sales 1ax provision was
Robert Doughton, a member of the Committee on Ways and Means,
Doughton was a party loyalist who had worked his way up the com-
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MILESTONES IN THE HISTORY OF THE COMMITTEE
| 890-1933

1890  McKinley Tariff

1854 Wilson-Gorman Tanff

1897 Dingley Tarill

1898 Spanish-Amernican War excise taxes
140 Payne-Aldrich Tarll

1911 Democratic caucus designated Democratic members of the
Committee on Ways and Means (o become party Commitlee
on Committees

191% Underwood Tanil

1914 Harmison Anti-Narcotics Act

14917 Revenwe Act of 1917

1918 War Revenue Act of 1918

1921 Revenue Act of 1921

1922 Fordneyv-McCumber Tarill

1924 Revenue Act of 1924

19340 smoct-Hawley Tariff

1932 Committee hearnngs on birth control bill

mitiee seniority list over a six-year period. With bipartisan support,
Doughion led a rebellion on the House floor against the sales tax.
Garner reconsidered and changed his position, and the House deci-
sively defeated the measure 236-160 on Apnrl 1, 1932, As finally
adopted, the law increased income tax rates o the levels of 1922, in-
cluding & maximum surtax ol 55 percent, and increased corporate
ratcs to 14 percent.®®

Conclusion

The legislative history of the tall of 1930 in effect summarized the
Committee on Ways and Means’ procedural development in this
period. Although the minority made the usual protests, controversial
pohtical balls, such as the tanff, were normally drafied by the majority.
The commitee in 1930, for example, was composed of 25 members—
15 Republicans and 1en Democrats—but the anfl bill was completely
the work of the majority. Each of the 15 Republicans chaired a select
subcommittee of three majority members o draft one parucular
schedule of the anff. Subcommitiee chairs were chosen according 1o
their interest and expertise in each schedule. The majority met o
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combine the respective schedules, normally deferring o each other's
interests. The bill went through three drafis. The onginal, prepared
by the Republican majority on the committee, was altered 1o conform
o the wishes of the party caucus, This second dralt was presented o
the House, where amendments were made to conciliate the opposi-
tion. The only amendments considered were those of the committee,
which had prionity over all other amendments. Afier passing the
House, the bill went through the usual alterations in the Senate and
in conference committes #3

Just as the Smoot-Hawley Tarifl of 1930 incorporated some of
the suggestions made by President Hoover, and rejected other execu-
tive initiatives, so oo had the Committee on Ways and Means been
more open o executive direction than it had been in the post-Civil
War peniod of congressional government. But, just as the Payne com-
mittee had not blindly followed President Taft's leadership in tanff
reform, nor had the Kichin commattee adhered 1o the letter of Wil-
son’s wishes on war finance, the Committee on Ways and Means had
retained its independent judgment even when the President was the
leader of the majoriy party in Congress.

The Committee on Wavs and Means became involved in issues ol
wide-ranging social implications in this period, such as antidrug and
birth control legislation. By far the most significant development was
the institution of personal and corporate income taxes. Tanff and
excise taxes had always affecied broad segments of the population,
but the income tax potentially affected cvery wage camer.

All of these developments would be magnified in the following
period of the committec’s history as the Great Depression and World
War Il placed greater strains upon the nation’s revenue, and as Presi-
dent Franklin D, Roosevelt attempred to direct congressional consid-
eration of the New Deal. The majonty party in Congress would face
greater opposition from the minority, especally since many New Deal
bills were controversial political issues, and there would be even
greater pressure for the majority to cooperate with excoutive leader-
ship. Moreover, the committee would expand its involvement in social
legislation with the Social Security Acts of 1935 and 1938,

==





