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EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

MONDAY, MAY 17, 1948

UNITED STATES SENATE,
COMMITTEE ON FINANCE

Washington, D9. 0.
The committee met, pursuant to notice, at 10:30 a. m., in room 312,

Senate Office Building, Senator Walter F. George (chairman) pre-
siding.

The CHAIRMAN. The committee will please come to order.
We have before us this morning House Joint Resolution 111, to

extend the authority of the President under section 350 of the Tariff
Act of 1930, as amended.

The Secretary of State is with us.
We will be glad to have such general statement as you wish to make,

Mr. Secretary, and also hear from such other members of the Depart-
ment as are here. Dr. Sayre is here, I believe, and others.

When the Secretary has finished his statement, gentlemen, I am
sure lie will be glad to answer any questions.

Do you prefer not to be interrupted, Mr. Secretary?
Secretary HULL. Of course, I always leave that with the committee.

I think it expedites the matter all around, however, if I might con-
clude the brief general statement, first.

The CHAIRMAN. You may do so, then; and any questions will come
after the brief statement that you wish to submit first.

STATEMENT OF HON. CORDELL HULL, SECRETARY OF STATE

Secretary HULL. Mr. Chairman and members of the committee, I
always count it a real privilege to come here and exchange such ideas
and information as I may have with you. By this time, it should be
crystal clear to each and every one of us that during the interval
between the two wars there were committed some of the most colossal
blunders in the experience of the human race. Otherwise, the world
would not be in its present critical position.

There never was a time, therefore, when it was more necessary
for every one of us to examine and reexamine the nature and causes
of mankind's tragic failure in the last two decades to build an enduring
structure of law, peace, and prosperity. None of us, who prizes
freedom and who has at heart our national interest for the sake of
which we are now pouring out blood and treasure, can permit any
preconceived notion, however long and strongly held, to stand in the
way of an understanding of the crushing blunders of recent years
and of resolute effort to make sure that such blunders will not recur
in the future.



2 EXTENSION OF REOIPIROCAL TRADE AGREEMENTS ACT

This is not the occasion for a thorough and comprehensive examina-
tion of this all-important matter in its entirety. But this is an
eminently fit occasion for a discussion of one of its essential phases-
the problem of international economic cooperation as an indispensable
basis both for peace and for prosperity.
' For the past 9 years, the reciprocal trade agreements policy has been
carried forward by cooperative action of the legislative and executive
branches of the Government. It was originally enacted in 1934 and
has been, since then, twice renewed. The House of Representatives,
after exhaustive hearings and debate, has just voted, by an overwhelm-
ing nonpartisan majority to renew it again.
In the course of the hearings held by the House Committee on

Ways and Means I made a comprehensive statement of the essential
considerations involved in the question which is before you. I shall
not take your time to reiterate the points presented in it. But I
should like, if I may, to dwell upon one or two of these points.

In making its decision at this time whether or not to renew the
Trade Agreements Act, the Congress is faced with the first significant
test of this country's basic attitude toward the future. The issue is
whether or not our country is determined to cooperate with other
peacefully inclined nations in economic matters.

After the last war we, as a nation, faced the same issue, and we have
paid a terrible price for the fact that our answers to some of the ques-
tions raised by that issue were neither clear-cut nor consistent. Fol-
lowing the war of 1914-18 international economic relations soon fell
into a pattern of rapidly narrowing nationalism. Recovery from the
dislocations produced by that first world conflict imperatively re--
quired a revival and growth of international trade. Instead, the
nations of the world surrounded themselves with ever-mounting
barriers to an exchange of goods across their boundaries. To that
destructive piling up. of trade restrictions, our country contributed
its full share.

During the decade of the twenties, the evil effects of trade restric-
tions were somewhat mitigated and disguised by the vast volume of
international loans. Our country supplied billions of dollars in loans,
which enabled us to maintain our exports on a relatively high level
while we were putting immense obstacles in the path of our imports.

That unhealthy situation could not continue long. And it did not.
By the end of the first post-war decade, the structure of international
trade became disrupted, and the resultant dislocation served as a
powerful contributory factor to the general economic collapse which
,descended on our country and the world.
, In the first bitter days of that profound depression, our country
and other countries could think of no expedient, except to intensify
and extend the very course of narrow economic nationalism which
was so largely responsible for the tragic plight in which we found
ourselves. Trade barriers rose to unprecedented heights. The
structure of currency and credit was shattered. Countries resorted
to a multiplying variety of economic weapons, and all suffered in
consequence.

Fortunately for us and for the world, this country, after more than
a decade of noncooperation with others, at last had the vision and the
courage to shift gears in the all-important field of commercial policy
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and to move in the opposite direction. That was the historic signifi-
cance of the original enactment of the trade-agreements policy.

In the trade-agreements program we had a flexible and easily adjust-
able instrument for dealing with the two great obstacles to a healthy
development of mutually beneficial international trade. The first of
those obstacles was the immense variety of restrictions on imports-
excessive tariffs, quotas, exchange controls, and many others. The'
second was the use of these devices in a discriminatory manner. By
means of trade agreements, we sought to eliminate or diminish these
destructive barriers. The trade-agreement method enabled us to
accomplish the reduction of trade barriers in other countries through
a reciprocal reduction of some of our own tariff rates. It enabled us,
by the use of the most-favored-nation principle, to press for an
abandonment of discriminatory practices. Amid the growing deteri-
oration of all international relationships during the years which pre-
ceded the outbreak of the present war, the trade-agreement program
was the most important single support for the hope that the nations
might find a way toward cooperative action for the establishment and
maintenance of peaceful international relations.

As we face the future, the renewal now of the Trade Agreements
Act will have perhaps an even greater historic significance than that
of its original adoption.

Our people are fully aware of that fact. For months past, in
Congress and throughout the country, there has been discussion of the
post-war world and of what should be our part in it, a free give and
take of views and ideas in the best American tradition. This is as
it should be. Only in this way can public opinion crystallize and the
Congress be enabled accurately to register that opinion. We must
chart the general direction of our post-war course, begin to make
decisions on policies, necessarily leaving until later the working out
of details in the better knowledge we will then have of specific condi-
tions. Public opinion has not yet crystallized in regard to some
aspects of the extent and nature of our cooperation with other like-
minded nations with a view to making the world, after this war, both
fruitful and secure. But it has, I feel confidtnt,overwhehningly reached
the conclusion that the minimum indication of our willingness to
cooperate with others in the economic field to the mutual benefit of
all would lie in the clean-cut extension of the trade-agreements
program.

That program has served us well in the past 9 years. There has
been an ample demonstration of its usefulness as an effective instru-
ment for the promotion of mutually beneficial trade on a basis of fair
dealing and nondiscrimination-the only possible basis of fruitful
international cooperation in the economic field. It is thus a practical
and tested method which the Congress has already endorsed twice
since its original adoption, each time after an exhaustive appraisal
of its results. The Congress is being asked, therefore, in making
this first decision on post-war policies, not to commit the country to
some new and untried experiment, but to reaffirm a proven program,
sound in principle and in operation, and essential for a stable eco..
nomic, political and peace structure in the post-war years.

We know from bitter experience that trade between countries is the
main foundation for any and all economic dealings between, peoples.
It provides the goods they need, and furnishes employment for indus-
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tries suited to each country. If it is discouraged by cloudy political
skies and mistrust, or made impossible by national shortsightedness,
there is no possible sound basis for any of the other economic or finan-
cial dealings between the countries.

Without substantial trade our shipping industry is certain to
decline to small dimensions. Without substantial trade, any capital
investment that we may undertake abroad would sooner or later end
in disappointment and reproach. Without substantial trade there
cannot be certainty or stability in the monetary relationships between
countries. These will always be subject to disturbances and dis-
putes. The prospects for maintaining a coordinated international
monetary system would be dimmed. Without substantial inter-
national trade, the future value of gold is certain to be in doubt, for
countries will not indefinitely accumulate gold supplies unless they
can freely obtain goods therefor. International trade is thus the key
to all our international economic relations-and a powerful factor in
our domestic prosperity as well.

The trade-agreements program is the sole practicable method by
which we can hope to restore our post-war foreign trade to a healthy
basis. It is a method of trade regulation through which obstacles to
commerce can be removed with fullest regard for the position and in-
terest of every branch of our production and the general interest of
the Nation as a whole. Administered as it has been by experienced
and disinterested officials, with infinite care and caution it is the one
method so far devised for constructive action in this vitally important
field.

There is no possible effective alternative for it. Our history has
shown how strong would be the tendency, were the Trade Agreements
Act discarded or crippled, to resort to the position of extreme and
ruinous trade barriers. Any such course by this country at this time
would spur on all countries in the world, many in greater difficulties
than we ourselves, to place high barriers and restrictions about their
own countries, provoke them into special arrangements from which
we would be excluded-and as a consequence of these measures, de-
stroy the interolhange of needed goods by which all countries of the
world can gradually repair the damage of the war and improve their
economic condition.

In the conduct of our trade with the rest of the world, and in the
administration of the Trade Agreements Act, we, of course, take full
and detailed account of our domestic situation, our domestic measures,
and the forms of trading abroad. The act is flexible enough to per-
mit all measure of wise adjustment. In fact, without the act, we
could not meet satisfactorily the changing conditions which will con-
front us.

Without the Trade Agreements Act, we would be thrown back on
the kind of extreme policy that culminated in the Tariff Act of 1930.

It has been suggested that the trade-agreements program be retained
but the agreements negotiated under it be made subject to approval
by the Congress. Let me recall briefly some pertinent history.

During the entire history of this country, only three reciprocity
tariff treaties have been ratified and made effective. All of these
were of a special character and were with countries with which the
United States had particularly close political or geographic ties:
Canada (1854), Hawaii (1875), and Cuba (1902).
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Twenty-two other reciprocity tariff treaties have been negotiated
by the Executive, 10 under the general treaty-making powers, and 12
pursuant to the express statutory provision in section 4 of the Tariff
Act of 1897, but not a single one of these became effective. Seventeen
of these were either rejected by or failed to come to a vote in' the
Senate, one was rejected by the foreign government because of amend-
ments by the Senate, one failed to receive congressional legislation
necessary to place it in effect, and three were withdrawn.

In contrast to the record of reciprocity treaties requiring Senate,
or Senate and congressional, approval, is the record of Executive
agreements negotiated under authority delegated by the Congress
and not subject to subsequent approval by the Senate or Congress.
Under the McKinley Tariff Act of 1890, 12 reciprocity agreements
were made effective, and under section 3 of the Dingley Tariff Act
of 1897, 15 such agreements were brought into force.

In 1933, the United States Tariff Commission, after summarizing
the reciprocity experiences of this country up to that time, concluded:

The past experiences of the United States with respect to the difficulty of ob-
taining reciprocal tariff concessions by means of treaties and the greater success in
negotiating Executive agreements under previous authorization by the Congress
may be significant as a guide to future policy regarding methods of tariff bar-
gaining.

(The above quotation is taken from U. S. Tariff Commission,
Tariff Bargaining Under Most-Favored-Nation Treaties, p. 13; the
italics are added.)

Since the Trade Agreements Act has been in operation, 30 agree-
ments have been negotiated and made effective. One agreement,
that with Iran, signed on April 8, 1943, has not as yet become effective.

No one in his right senses would dream of asking the Congress for an
unlimited grant of authority to adjust our tariff rates. No Congress
would ever dream of making such a grant of power-and no Congress
ever has. The Trade Agreements Act involves a strictly and specifi-
cally limited delegation of power, with the terms of which you are all
familiar. Its periodic review by the Congress is a fully effective safe-
guard against the abuse even of these lj1 nited powers. In the light
of the record of disastrous experience, which I have just recited, a
demand for congressional action on trade agreements is a demand for
the abandonment of the whole program without which our country's
hands will be Lied in a field in which it must either act or accept over-
whelmingly disastrous consequences.

I shall not dwell on other equally important reasons why it is
imperative that the program be continued in its present form, without
weakening change. Many of us, both within and outside the Govern-
ment, including the almost unanimous voice of the public press,
have strongly urged such action as an early indication to other nations
of our post-war intentions. We have all referred to the interest and
anxiety with which other nations would follow the debates in Congress
on this question. Developments since the introduction of the legis-
lation in the House have confirmed this. Reports received from
country after country, particularly in the neighboring American
republics, reveal the marked attention by government officials, the
press, and the public to this legislation. The universally expressed
hope-except in the .Axis countries-is for the trade-agreements
program to be extended, both for its practical significance and for the
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re-affirmation of the principles of cooperation and fair dealing which
it embodies.

When post-war economic readjustments are sought, we shall need
to be in a position, in bur own national self-interest, to play our
part in establishing conditions favorable to mutually beneficial trade,
full employment, and generally to fruitful and friendly relations
between the peoples of the world. Only through enlarged market
opportunity abroad and at home shall we be able to establish and
maintain our peacetime economic activity and the employment and
living standards of our people on anything like a satisfactorily high
level.
o The experience of the two decades which elapsed between the end
of the World War and the outbreak of a new war in Europe has brought
out in sharp relief the validity of two basic propositions. The first of
these is that our Nation and every nation, can enjoy sustained pros-
perity only in a world which is at peace. The second is that a peace-
,fil world is possible only when there exists for it a solid economic
foundation, an indispensable part of which is active and mutually
beneficial trade among the nations. The creation of such a foundation
is a primary objective of the trade-agreements program, which seeks
the advancement of our domestic prosperity and the promotion of
world peace.

These great objectives cannot, of course, be accomplished by trade
agreements alone. But they cannot be accomplished without them.

The CHAIRMAN. Are they any questions?
Senator VANDENBERG. Mr. Chairman, may I ask the Secretary just

one question?
The CHAIRMAN. Yes, Senator Vandenberg.
Senator VANDENBERG. And only one. I would like to preface it by

presenting my compliments to him and tell him I think he is one of
the finest public servants in my time.

Secretary HULL. Iareciprocate that fully, sir.
Senator VANDENBERG. I want to inquire as to precisely what the

process is after an agreement has been concluded under the law; I
want to inquire what happens thereafter. Now, as I understand the
law, the agreement is written for 3 years unless terminated prior there-
to "upon due notice."

Secretary HULL. Yes.
Senator VANDENBERG. Whq has the authority to give that notice?

Who decides that question?
Secretary HULL. Ordinarily the executive department would. Of

course, the fact should be kept in mind, I think, that there is all the
while full cooperation between the executive and the legislative de-
partments, not only in the spirit of thepolicy but in the general scope
and effect of the policy. There would naturally be no difficulty in
reaching conclusions about the importance, or necessity even, of dis-
continuing any of these agreements. I think the disinterested com-
mercial policy establishment in the State Department, which I think
will compare favorably in its practical hard-headed judgment with
any similar establishment any ny foreign office, would be among the
first to find out even a small thing that is going wrong. Immediately
several of our flexible safeguards, most appropriate to the given sit-
uation, would be applied. Those incidents have occurred in a num-
ber of.cases with the result that anything that appeared to be reason-
ably objectionable has been promptly taken in hand, even to the



EXTENSION OF RECIPROCAJL TRADE, AGREEMENTS ACT 7

extent of further negotiations. It is in that friendly spirit of fair
dealing that nations have gone into it.

I am coming now to the point that if, for any reason, there should
occur something serious in the operation of any of these agreements
and those in immediate charge were so derelict as to fail to take suit.
able action, Congress of course could adopt heroic methods if, it
should not be listened to-which I am sure it would-in any cooper
ative spirit over there. Congress could discontinue the appropria.
tions, it could pass resolutions expressing certain ideas an giving
further instructions in addition to the statute, or it could make 4
new statute wiping out overnight the whole structure of this trade+
agreements program and provide that the agreements should end in
6 months. Congress is supreme, of course, but I always come back
to this working relationship. If we do not have that, I think we are
gone. Whether Congress tries to handle it by itself or whether we
both try to handle it is an important consideration.

Senator VANDENBERG. I quite agree to that. I was inquiring less
about the general latitude than about the legal authority in the law
itself.

Secretary HULL. I see.
Senator VANDENBERG. So far as the legal authority in the law itself

is concerned, the power to give due notice, I assume, is vested ex,
elusively in the President, is that right?

Secretary HULL. Well, on the recommendation ordinarily of the fiva
departments that cooperate in this work.

Senator VANDENBERG. Yes. Well, now, after the 3 years have
gone by and no notice has been given, then the trade agreement runs
on subject only to termination thereafter upon not more than 6
months' notice, and I assume that there again the legal authority-
the legal control over that notice is in the President?

Secretary HULL. Yes, in effect. And if you will pardon me for
adding one sentence. To deal with this practically, Congress cannot
undertake to keep up a year-round debate on all kinds of resolutions
in regard to trade agreements, in regard to questions of termination,
and all that sort of thing.

Senator VANDENBERG. I agree with you.
Secretary HULL. Especially when it has to do with running for

years.
Senator VANDENBERG. I agree with that. What I am getting at is

this: As the result of this procedure it is a fact then is it not, thai
regardless of the life of the Trade Agreements Act itself, whether it is
2 years or 3 years; any agreements made under the authority of the
act are virtually permanent, except as the President wishes to ter-
minate them?

Secretary HULL. Or except as the Congress may see fit to intervene
in any of the ways I have mentioned, plus the always cooperative rela'
tionship existing between it and the State Department and the other
departments having these matters immediately in hand.

Senator VANDENBERG. I like tremendously your constant emphasis
upon this cooperation with the Congress. I notice in your original
statement you said that periodic review of these agreements by
Congress is sufficient protection.

Secretary HULL. That is a part of the machinery that Congres
created, with a list of very definite instructions limiting and designate .
ing the exact scope and nature 0 the operation of the act.
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Senator VANDENBERG. But so far as the law itself is concerned, and
so far as the legal authority contained in the law is concerned, there is
no provision then for any sort of review at any time by Congress, and
the lives of the agreements are exclusively at the mercy of the wisdom
of the President; is that correct?

Secretary HULL. In a technical sense. But frankly, Senator, that
does not tell the full story. The full story goes back to the conditions
I have described. You are either going to retain a referendum by
Congress in one way or another-and it makes no particular difference
which-or you are not. Now, if we cannot work cooperatively along
the lines we have, that is subject to investigation any day in the year,
by a Senate resolution, or a congressional resolution, or a joint resolu-
tion. We can be investigated, and, frankly, there is nothing that has
occurred over there that I would not be delighted-I say" delighted"-
that I would not be entirely satisfied for everybody to know.

Now, we have the same thing, as you know, that presented itself to
President Hoover and his associates under the flexible provision.
There was another effort, an earnest effort to do something with this
impossible situation. Congress recognized it and acted on it; it
created a flexible provision. You may remember some people were
turning somersaults on these different questions. Nobody is criticizing
each other in particular that Iknow of, but at any rate PresidentHoover
and all of his economic advisers recommended the absolute futility of
dividing this up so there would be in effect a referendum to Congress.
It would have harassed Congress-I think I know that much about the
situation over here. These tariff lobbyists that surround the Capitol
the year round, they used to pester us almost to distraction. But at
any rate, President Hoover in his veto message, as you know, was
dealing with conditions as he saw them at the moment, and he said
in substance that of course they cannot send these problems of the
Tariff Commission back to Congress because it would work Congress
to death, and keep up politics and logrolling. I merely mention this
to show that we are dealing with an even more complex situation these
days, and especially in this unstable state of war conditions at home
and everywhere.

Senator VANDENBERG. Let me be just a little more specific about it.
Please understand the question I am asking you does not relate to the
question of whether the Executive or the Congress should have au-
thority to ratify trade agreements in the first instance. The question
I am asking you relates to the life of the agreements that are made
under the act.

Secretary HULL. That is what I am talking about. If you an-
nounce today to the American public and to all the other nations
that as we move through the balance of the war and into the post-
war period we are going to have a species of congressional referendum
to modify that provision, why, then you change the whole situation.
Now, if there is any better way, Senator, to handle this, and at the
same time avoid year-round debate under referenda, whatever form
they may take, I would like to know it. If there is a better way I
would like to know it, because I watched through the administrations
that preceded this and studied sympathetically, after I was faced with
actually dealing with these situations at the State Department, every-

thing I could find in the action of third gXovernment under previous
administrations to deal with this problem, and I haven't found
anything that takes the place of this.
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Senator VANDENBERG. That is wily I want to ask you this. I want
to ask you about your reaction to this specific idea. I certainly agree
with you, I do not want a year-round congressional referendum on
tariffs, and I hope I never see another general revision of the tariffs
by Congress, because obviously there has got to be sonic sort of
scientific substitute.

Now, on one band you constantly reiterate the fact that these agree-
ments, as differentiated from the act itself, are always within the
control of the congressional voice, if Congress wants to raise its
voice. Oil the other hand, so far as the legal effects of the existing
law are conce rned, there is not any right in anybody except the President,
to suspend or keep a trade agreement indefinitely and perpetually,
so that the two things apparently do not gear. Now, under thosa
circumstances, what would be the objection, if any, to a proposal
that trade agreements made under the authority, after their initial
3-year life should be revokable by joint resolution of the Congress?

I stress the "joint resolution," because that permits the partner-
ship of the President in the decision, but it recognlizes legally that
Congress has the legitimate right to do precisely the thing which
you say we have the right to do without any authority of law.

Secretary HULL. In the first place, there is a very definite and
vital difference in the conditions that face us between this authority
and these instructions of Congress to carry oii trade agreements and
the authority invested in the Executive and given in the war powers.
You could raise that same question as to how you are going to get
rid of them. There are hundreds of them, perhaps, I do not know
how many. I have not kept up with purely domestic matters. I have
been following the international situation.

Senator VANDENBERG. If you will allow me to interrupt you, to
use your precise example, we have assumed to take care of that
situation by writing into almost every one of these laws the pro-
visions that these special war powers are revocable by concurrent
resolution of Congress within 6 months after the cessation of hostilities.

Secretary HULL. Getting back to your~question, I think if we take
this in many vital respects entirely separate and unrelated authority
that Congress and the Executive are carrying on in the international
situation, it is a very different kind of relationship in many respects
than as regaids these purely temporary, abnormal war powers. If
I may emphasize further, you do not need any authority in this act
or in any act, to pass a joint resolution terminating not only these
trade agreements but the whole act and anything under it; you carl
do that by a statute any time you want to adopt it.

Senator VANDENBERG. That is quite true, but remember your own
premise. You are asking that our action on this subject shall be a
notification to the world as to what our subsequent attitude is to be.
If we are to give the world notice as to our subsequent attitude on
this subject, even though we give them notice through the renewal
of the act itself in respect to our general cooperative purposes, why
should we not also in the act give them notice that in the final analysis
the thing which you have repeatedly said is true-namely, that these
agreements are revocable if Congress wants to say so?

Secretary HULL, That -would show that at least Congress had its
mind on the subject of repealing the act.

Senator VANDENBERG. It would show that Congress has its mind'
on the preservation of the checks and balances of the constitutional
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form of the American Government in the post-war world as well as
on international brotherhood.

Secretary HULL. Naturally, as I was about to say, if we are inter-
ested, if this Government is interested, that means all the branches
cooperating together, in definitely indicating to our country and to all
other peaceful countries whether we are going to continue an economic
policy along moderately broader lines than the narrow policy of the
past, before the war we should do so as fully as we can. Other
governments know the record of these 22 tariff treaties that came
over here during the past 100 years and never became effective, and
they will say that they believe there is doubt, there is a real doubt,
about what the course of the Government may be in the future.
. Senator VANDENBERG. The only point in which I disagree with
you in that respect is that I do not think it is any more fatal for
Congress to assert, let us say, merely that subsequent power of revo-
cation, I do not think it is any more fatal in itself for Congress to say
so than to admit, as you say the Congress has the right to do it.

Senator CONNALLY. Right there may I ask a question?
Mr. Secretary, is it your contention that Congress at any time, by

the repeal of the whole act, can terminate these agreements?
' Secretary HULL. By the passage of a law Congress could call upon
the Executive to terminate any agreement.
: Senator CONNALLY. It could not during the 3-year period that we
would have to live up to them?

Secretary HULL. Of course, that is the question that the Senator
propounded.

Senator CONNALLY. We could not, certainly, after we make an
agreement for 3 years; our public faith would require that Congress
or nobody else interrupt the operation of that act during the first
3 years.

Secretary HULL. I quite agree with you.
Senator CONNALLY. That is all, as far as I am concerned, Mr.

Chairman. Thank you very much, Mr. Secretary.
Secretary HULL. Have I made that last point clear, Senator? I do

not know whether I have or not.
Senator VANDENBERG. I do not know whether I did make mine

clear either. I think we agree off the -ecord and disagree on the
record.

Secretary HULL. Some of these days, if the war gets worse, we may
agree on the record. I hope it does not get worse, but our problems
might get worse.

The CHAIRMAN. Are there any other questions?
Senator LA FOLLETTE. Mr. Secretary, 1 would like to ask you a

question. I understood you to say there had been 30 agreements
concluded since the act was passed?

Secretary HULL. Yes.
Senator LA FOLLETTE. Do you remember offhand how many

of those were concluded prior to the outbreak of the war and how
many since?

Secretary HULL. Six since. One has not yet become effective.
That is the agreement with Iran. It has only a few impQrt items
in it, and they are noncontroversial, I think.

Senator LA FOLLETTE. How many treaties have been concluded
since we entered the war?
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Secretary HULL. That is something near the same number. I
think about the same number.

Senator LA FOLLE TT.B. You mean six have been concluded since we
actually entered the war?

Secretary HULL. No, 1 haven't got that list.
Senator LA FOLLETTI. Will you furnish that for the record,

please?
Secretary HULL. Yes.
(The following statement was subsequently submitted by Secretary

Hull:)
TRADE AGREEMENTS DURING THE WAR

Six new agreements have been concluded during war period, four since Pearl
Harbor:

Signed Effective Signed Effective

Venezuela ----------- Nov. 6, 1939 Dec. 1, 1039 Uruguay ........... July 21,1042 Jan, 1,1943
Argentina . Oct. 14,1941 Nov. 16,1941 Mexico--.----- -- Dec. 23,1942 Jan, 30,1943
eru ............... May 7,1942 July 29,1942 Iran---------- Apr. 8,1943 (1)

I Effective 30 (lays 'after exchange of necessary documents.

In addition, four supplementary agreements have been concluded (two regarding
fox furs with Canada, and two with Cuba).

Senator LA FOLLETTE. Do you anticipate that during the war there
will be many agreements concluded?

Secretary HULL. Not many; no. There naturally would not be
many, and they would be safeguarded, of course corresponding to
the abnormal conditions. I would like to get this idea definitely
before you gentlemen, however. The machinery which we have for
dealing with the present thirty-odd agreements makes it possible for
us to observe every week and every day, when necessary, all develop-
ments with respect to the operation of these agreements during ab-
normal war conditions. We are safeguarding the interests of our
business people in many ways, by preventing violations of these agree-
ments by unnecessary war rules or practices of other countries parties
to them. We are examining every phase of these abnormal war
developments. Trade channels are changing frequently and call for
readjustments with other countries which have trade agreements
with us of certain phases of our present trade agreements to conform,
where it is practicable, to these changes. We will be able, I think,
as the war ends, to have worked out many extremely valuable arrange-
ments and plans that will furnish leadership in attacking the complete
network of international financial, trade and general economic con-
ditions. Otherwise, we would have to begin anew. Now, this is
off the record.

(Discussion was had outside the record.)
Secretary HULL. We could drop .4l this and say, "We will wait

until the war is over," but we would have quite a lot of difficulty in
getting our teeth into that terrific structure of international chaos in
all these affairs. I say that in all candor. You may question the
capacity of this organization to deal with these conditions, but you
will not, I dare say, question the great importance of some agency
being on guard and examinin closely every development through the
war, and especially being ready at the end of it to take hold of many
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of these terrific complexities and deal with them without running on
for an indefinite time.

Senator LA FOLLETTE. Do I understand your answer then to be
that you would not anticipate the conclusion of many agreements
during the war, if any?

Secretary HULL. No; not many.
Senator LA FOLLETTE. But that you do anticipate a constant'study

of the situation and preparation for inauguration of agreements when
the war is concluded?

Secretary HULL. That is the biggest phase of the situation.
Senator LA FOLLETTE. That is all, thank you.
Senator VANDENBERG. May I supplement the Senator's question

with just this further question? Are there any major countries still
outside the completed trade agreement?

Secretary HULL. China and Russia are two that you perhaps have
in mind except we have a general agreement with Russia.

The dHAIRMAN. Are there anrj other questions?
Senator TAFT. Mr. Chairman, may I ask a question?
The CHAIRMAN. Senator Taft.
Senator TAFT. Do I understand under the existing law the treaties

that are made are binding on the United States, they cannot be re-
voked by the State Department or the President or anyone for a period
of three years after they become effective? Is that a correct state-
ment?

Secretary HULL. In general, yes. As I tried to make clear to Sena-
tor Vandenberg, these agreements usually run for a period of 3 years
and then or thereafter, on 6 months' notice, they can be terminated.

Senator TAFT. So that if we extend this treaty for 2 years-I say
"2 years" because that is the House bill-until approximately July 1
1945, then in the first part of 1945 treaties could be made which would
be binding on the United States until July 1, 1948? Is that a correct
statement?

Secretary HULL, That is correct.
Senator TAFT. And we could take the English treaty, for instance,

and make a new treaty with England under the law, extending that
treaty an additional 3 years?

Secretary HULL. Within all of the limitations and specifications
prescribed in the act by Congress.

Senator TAFT. Yes. Now, ,what worries me is this: Supposing
in the period immediately after the war there is a considerable threat
of dumping by some of these countries of products which they had
accum lated in large numbers, prepared to sell them at cheap prices,
and if a treaty exIsts in that country regarding the tariff, there is no
way we could protect ourselves from any such a practice. It is not
a practice, it is just the sale of the goods in this country.

Secretary HULL. Absolutely, Senator. The trade agreements pro-
gram leaves in 100 percent operation the anti-dumping act put in
about the time of the Fordney Act, which is applicable in the case of
dumping even of goods on the free list, much less those subject to
rates. We have also the countervailing clause, whic) is~a separate
provision and which likewise gives protection in the case of any kind
of subsidy abuses.

Senator TAFT. Take, however, a treaty with Australia which hap-
pened to have a large amount of wool, and they sold the wool here at
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a cheap price, there is no way in which we could deal with it by calling
it dumping or not dumping. I do not see how it would violate any
law. Would not it force the price of wool in this country down and
leave us with our hands completely tied as far as the tariff is concerned?

Secretary HULL. That is a part of the business of these trade
agreements. Many people thought that because both political
parties and the Government generally had dealt summarily and
pretty carelessly with tariff making, this Trade Agreements Act
would be administered in the same fashion. But as a matter of fact,
the first thing I insisted on with my associates was that we keep a
thousand miles away from any political considerations, that we deal
in the spirit of the utmost fairness and sympathy with American
production, and that at all times we closely observe the operation of
any rates that had been most carefully worked out under this policy.
Up to this time we have had no really serious complaint. We have
corrected anything we saw that deviated from that policy in a small
way.

Senator TAFT. Let me give you an illustration. Suppose we con-
tinue this for 2 years to July 1945, and in, we will say, April 1945, we
entered into a 3-year treaty with the Dutch Government binding
rubber on the free list; that would be effective until 1948, would it not?

Secretary HULL. Yes, sir.
Senator TAFT. Would not that put it practically in your power then

to kill any possible synthetic rubber industry in the United States
until 1948, even though we felt by some slight protection we could
build it up to a point where it could compete with foreign rubber?

Secretary HULL. There are two or three very pertinent considera-
tions that arise in connection with that question. In the first place,
suppose we have 3,000 temporary war plants and the great problem
will arise about how to salvage those plants, along with many other
terrific post-war problems, and minor ones as well? That will be
solved in many cases in the light of the conditions as they then pre-
sent themselves. Nobody knows yet for certain just what will be the
relative cost of production and prices oil different kinds of rubber in
this country. We can tell far better then.

If I may, I would like here to bring up another consideration. I
have never been the person to criticize anybody who adhered rigidly
to our traditional policies. I followed all those attractive catchwords
and catch phrases, and the Lord knows I never thought about criticiz-
inganybody there, but that does not enable us to escape what is
right now ahead of us. That is whether we are going to broaden that
policy somewhat, and if we are going to broaden it, all nations will
look for the test, and, in the awful, unthinkable war conditions and
problems and burdens, for leadership by us as to a sound course. I
do hope that we shall not overlook that when we take our microscopes
and examine whether tariff rates should be 90 percent or 88% percent.

Senator TAFT. You have already bound guayule rubber on the free
list in the Mexican treaty; have you not?

Secretary HUJiL. For a 2- or 3-year period.
Senator TAFT. Yes. And you may bind real rubber for that period?
Secretary HULL. It is only for that kind of rubber. It is a far

different quality from the kind of rubber that you are thinking about.
Senator TAFT. What I am concerned about is this. I am not con-

cerned about continuing the trade treaties during the war, it only
87028-43-2
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seems to me i vunediately after the war the situation is going to be so
completely different that it is unwise to make treaties at that time
which will absolutely tie our hands for 3 years from that time in
dealing with the post-war questions. It seems to me there ought to
be some way in which treaties made now and hereafter could be termi-
nated by you, if you please--I am not so concerned about Congress-
immediately after the war rather than having to wait for 3 years.
Of course, if you do not terminate them, they continue.

Secretary HULL. Senator, I have great deference for yevr judgment.
Of course, I think you inherited some of it.

Senator TAFT. I thank you, Mr. Secretary.
Secretary HULL. We are either going to head this Nation into a

narrow commercial policy in the way of a program now and after the
war, or into what we call a broad commercial policy. We know
perfectly well what our task will be, and that is to deal with the great
structure and network of all kinds of trade discrimination and trade
obstructions, coupled with disordered currencies, all kinds of exchange
conditions, and every other excess in the way of impediments and
discriminations which may completely demoralize international
economy and monetary and related conditions.

Senator TAFT. Don't you think we ought to keep the power to deal
with that situation which undoubtedly will arise immediately after
the war in our own hands? That is what I am concerned about.

Secretary HULL. We do not have to worry on that score so long as
we go forward in the most careful way along the lines of a policy that
has for its primary and paramount purpose the promotion of inter-
national economic cooperation by getting all the other countries in a
friendly way to agree with us, to remove the excesses in all of these
restrictions and obstructions which will be in existence, everyone
knows, at the end of the war. Moreover, I will be glad to insert for
the record a full statement showing the scrupulous care with which
safeguarding provisions and escape clauses have been and are now
used in the trade agreements to safeguard us against any unforeseen
developments in the future.

(The following statement was subsequently submitted by Secretary
Hull:)

SAFEGUARDING PROVISIONS, ESCAPE CLAUSES, AND RESERVATIONS, IN TRADE
AGREEMENTS

Scrupulous care hass been exercised in the administration of the Trade Agreements
Act to Insure that all interests in our national economy are adequately safeguarded,
both with respect to the situation existing at the time a particular trade agree-
ment is entered into and with respect to various contingencies which might arise
thereafter and which might threaten injury to our interests.

The actual record of the 31 agreements which have been concluded so far is
itself the best evidence of the care and caution which are exercised in the formula-
tion of trade agreements to prevent injury to any substantial American interest.
While opposition to the trade-agreements program was expressed by various
individuals and organizations during the extensive hearings that were held in
1937 and 1940 on renewal of the President's authority under the act, it is a most
striking fact that there was an almost total absence of claims by opponents that
actual injury--as distinguished from a fear of possible future injury-had
resulted from the operation of trade agreements.

This care and caution in administering the act is seen in the procedure which
has been followed in obtaining full and accurate information from all available
sources, including governmental agencies and interested private persons and
groups, before negotiations are undertaken. It is likewise evidenced by the
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comprehensive nature of the interdepartmental organization which has carried
out tle detailed work. This procedure and this organization have been fully
described in the congressional hearings and elsewhere, so that there is no need to
repeat that description here. For a detailed discussion, reference may be made
to the testimony presented before the House Committee on Ways and Means ill
1940 by Commissioner Fox of the United States Tariff Commission. (Hearings,
p. 491, et seq.)

SAFEGUARDING PROVISIONS AND ESCAPE CLAITSES

In, addition to the safeguards provided by the character of the procedure and
organization under which trade agreements are negotiated, specific provisions
have been included in the trade agreements themselves which insure that the
public interest will be protected and that the interests of our domestic producers
will be properly safeguarded at the time the agreements are signed and thereafter.

Among the provisions of trade agreements designed to take into account
particular situations existing or foreseen at the time they are signed, may be miei.
tioned such technical safeguards as limited duty concessions, which represent
less than the maximum reductions permitted by law; customs quotas, which
provide for reduced duties on specified quantities only; and special tariff classi-
fications, which also operate in appropriate cases to narrow the scope of concessions.
In certain cases special arrangements have been made for the other government
to exercise measures of control to assure the orderly marketing of exports of
concession products to this country.

To the foregoing list of technical safeguards may be added the temporary and
provisional concessions granted on certain products in trade agreements negoti-
ated during the war period. Temporary concessions are those duty reductions
which are granted for the emergency period only, after which less favorable
customs treatment is specifically provided for. Examples of products subject
to such temporary concessions are flaxseed in the trade agreement with Argentina
and zinc, lead, tomatoes, and cattle in the trade agreement with Mexico. Pro-
visional concessions are those duty reductions which this Government reserves
the unqualified right to withdraw at the end of tile war. These provisional
concessions are placed in a separate schedule of tile agreement (schedule Ill) and
relate to products formerly imported wholly or In major part from other countries
now cut off by the war. Examples of such concessions are Italian-type cheese
anchovies, and wines, in schedule III of the trade agreement with Argentina, and
tuna fish and coconut oileake in schedule III of the trade agreement with Mexico.

Various kinds of provisions in trade agreements provide adequate safeguards in
the event future developments unforeseen at the time of signature of the agree-
ments, should occur which might seriously threaten a domestic industry.

Ai important safeguard against future contingencies is the fact that trade
agreements can be terminated, and that tormtnation would result in increasing
our duties on articles covered by a particular agreement. This fact furnishes a
strong inducement to foreign governments, in the event that unusual circumstances
should arise requiring special action for the safeguarding of any of our industries,
to agree to adjustment in existing agreements or for the foreign governments
themselves to control developments that might icad to denunciation of the agree-
ments by the United States.

Not only can agreements be terminated in a normal manner at the expiration of
their initial period of duration, but in special circumstances the agreements can
be modified or terminated upon short notice. For example, many of them provide
that if a wide variation occurs in the rate of exchange between the currencies of
the two countries, and if this variation is considered by either government to be
so substantial as to prejudice its domestic industries, that government may propose
negotiations for the modification of the agreement; and if a satisfactory arrange-
ment is not reached, it may terminate the agreement on short notice.

Another example is tile "third-country" article which is found in a number of
our trade agreements. This provision permits the withdrawal or modification of a
concession, after consultation with the foreign government, in tile event that third
countries subsequently obtain the major benefit from it and imports of the product
concerned increase to such an extent as to threaten serious injury to domestic
producers. A concession on handkerchiefs to Switzerland was modified pursuant
to such a provision.

A third example is the provision, included in most of the agreements signed
since 1940, providing for consultation with the foreign government should any
circumstance arise which is considered to prejudice domestic industry or commerce.
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If the two governments do not arIve at a mutually satisfactory adjustment, the
agreement may be terminated, either entirely or in part, on short notice.

Still another provision found generally in trade agreements permits the imposi-
tion, after consultation with the other government, of quotas on the importation
or sale of products on which concessions have been granted, in conjunction with
governmental measures operating to regulate the production, market supply
quality or price of like domestic products, or tending to increase the labor costs of
production of the like domestic products or to maintain the exchange value of the
currency of the country. Among other things, this covers the possibility of import
quotas under section 22 of our Agricultural Adjustment Act, as amended.

Finally, attention is directed to the broad safeguarding provisions found in the
trade ag.'eement recently signed with Mexico. In article XI of this agreement
(a copy of which is attached) specific provision is made reserving to this Govern-
ment (and reciprocally, of course, to the Mexican Government) freedom to take
remedial action, after consultation with the other government, with regard to any
concession granted in the agreement, in the event that unforeseen developments
in the future prove such action to be necessary to protect domestic produ ers
from injury through excessive imports resulting from the concession. In one c J,
the concession might be withdrawn entirely. In another, the reduced rate of duty
might be made to apply to a limited quantity of imports. In these and other
possible ways, the President of the United States could take prompt and effective
action. While it will be observed that in this, as in the case of other safeguarding
provisions, there is an obligation to consult with the foreign government before
action may be taken, this does not mean that agreement must be reached on the
action proposed. In some cases, consultation might result in a solution which
would make the proposed action unnecessary. In other cases, If the other govern-
ment should consider the proposed action objectionable, the action could neverthe-
less be taken and the other government would then be free to terminate the
agreement in whole or in part.

The foregoing are some of the more usual provisions to be found in our trade
agreements and illustrate the care which has been taken in their negotiation to
provide safeguards in the event that unusual or special developments make
adjustment desirable after a trade agreement has been entered into. As the
Secretary of State has said, most of these safeguarding provisions are in accord-
ance with the general policy of the trade-agreements program of providing
flexibility in order to protect the intei zs of domestic producers whenever neces-
sary. In this connection the Secretary has pointed out that-
"the operation of the trade agreements is given constant and careful supervision
in order that remedial action may be taken whenever it appears that the pro-
ducers of any product might be materially injured."

RESERVATIONS

In addition to provisions permitting the modification of concessions in trade
agreements, there are provisions which exempt entirely from the operation of the
agreements certain governmental measures with regard to which It is customary
to retain freedom of action. Such measures exempted from trade agreements
are: Those imposed on moral or humanitarian grounds; sanitary laws and regula-
tions; measures relating to prison-made goods or to the enforcement of police
or revenue laws; control over foreign trade in gold, silver, arms, ammunition and
implements of war, and neutrality laws and regulations. It is of course under-
stood that the provisions of none of the trade agreements would prevent the
adoption or enforcement of measures imposed for the protection of the country's
essential interests in time of war. While express language to this effect has
been included in several of the more recent agreements, this understanding is
implicit in all our agreements.

SUMMARY

In summary, it may be stated that adequate provision is afforded under the
trade-agreements program to safeguard the interests of the Nation as a whole,
and also legitimate private interests, against material Injury. The actual record
of the agreements so far concluded; the character of the interdepartmental or-
ganization which administers the Trade Agreements Act; the manner in which
information is sought from all sources and provision made for receiving the views
of interested persons both before and after, agreements are concluded; and,
finally, the actual limitations and safeguards provided in the agreements them-
selves in respect of existing situations arid possible future developments-all these
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show the care and caution which have been taken to provide assurances that no
substantial American interest will be materially injured, and that remedial ac-
tion can be taken in the future whenever circumstances may demonstrate Its
necessity.

ARTICLE XI

(Trade agreement between the United States'of America and the United Mexican
States, signed December 23, 1942)

1. If, as a result of unforeseen developments and of the concession granted on
any article enumerated and described in the schedules annexed to this agreement,
such article is being imported in such increased quantities and under such condi-
tions as to cause or threaten serious injury to domestic producers of like or similar
articles, the Government of either country shall be free to withdraw the concession,
in whole or in part, or to modify it to the extent and for such time as may be
necessary to prevent such injury. Accordingly, if the President of the United
States of America finds as a fact that imports of any article enumerated and
described in schedule II or schedule III are entering the United States of America
under the circumstances specified in the preceding sentence, he shall determine
whether the withdrawal, in whole or in part, of the concession with regard to the
article, or any modification of the concession, by the imposition of quantitative
regulations or otherwise, is necessary to prevent such injury, and he shall, if he
finds that the public interest will be served thereby, proclaim such finding and
determination, and on and after the effective date specified in such proclamation,
and so long as such proclamation remains in effect, imports of the article into the
Unite I States of America shall be subject to the customs treatment so determined
to be necessary to prevent such injury. Similarly, if the Government of the
United Mexican States finds as a fact that any article enumerated and described
in schedule I is being imported into the Unitel Mexican States under the circum-
stances specified, it may, if it finds that the public interest will be served thereby,
withdraw in whole or in part the concession with regard to the article, or modify
the concession by the imposition of quantitative regulations or otherwise, to the
extent and for such time as may be necessary to prevent such injury.

2. Before the Government of either country shall withdraw or modify a con-
cession pursuant to the provisions of paragraph 1 of this article, it shall give notice
in writing to the Government of the other country as far in advance as may be
practicable and shall afford such other Government an opportunity to consult
with it in respect of the proposed action; and if agreement with respect thereto
is not reached the Government which proposes to take such action shall, never-
theless, be free to do so and the other Government shall be free within thirty days
after such action is taken to terminate this agreement in whole or in part on 30
days' written notice.

Senator TAFT. You referred to the flexible tariffs as a precedent
for this, and personally I am in favor of the flexible tariffs, and I doubt
somewhat the wisdom of this business of submitting it to Congress,
but there is this big difference between the flexible tariffs and trade
treaties, and that is the flexible tariff could be changed by the President
at any time, whereas these trade treaties would bind us not to make a
change for 3 years from the time the treaty becomes effective.

Secretary 1ULL. Senator, you must recall what an awful incubus
that was on all of us, in our efforts to carry out a flexible provision
surrounded with the limitations it had. You remember in the first
8 years there were over 30-odd changes made, and that included such
things as bobwhite quail and paint brushes. Whenever we got to
something real everybody was pestered to death, everybody was
harassed and annoyed from one end of the Capitol to the other for a
year. I am not going to say what happened to it, I will let you recall
that yourself.

Senator TAFT. Yes- but the flexible-tariff provision, of course, was
administered by the Tariff Commission with various restrictions on
cost of production, and so forth. My suggestion is when Congress
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committed itself to that policy, which you cited as a precedent here,
we reserved the right to change those tariff s back whenever we wished,
whenever the President wished, or the Tariff Commission, whereas
this agreement ties us up at a crucial time, when we face tremendous
changes, for 3 years, 2 years from now plus 3 years more, that our
hands are completely tied. It seems to me there ought to be some
way in which those treaties could be determinated or made terminable
after the war, or from the end of the war. During the war it does
not make very much difference.

Senator CONNALLY. Senator, may I ask a question on that?
The CHAIRMAN. Senator Connally.
Senator CONNALLY. Under the act, if you desired, you could make

a treaty for less than 3 years?
Secretary HULL. Yes. It says it shall not exceed 3 years.
Senator CONNALLY. Yes.
Senator TAFT. You have never done it, though. Every treaty

goes for 3 years thereafter until terminated.
Secretary HULL. No. A number of the agreements have had

shorter initial periods. I would like to get your attention to this
really major phase of the matter, Senator, that you brought up last,
and that is the operation of the so-called flexible provisions. Now,
you understand those provisions were related to nothing more than
to just raising the rate, whereas this trade-agreements program recog-
nizes the complete network of chaos brought about by trade restric-
tions and discriminations all over the world. There is a saving clause
in this whole policy, and nobody living has yet suggested any other,
Senator Taft.

Senator TAFT. I am not criticizing that 3-year provision in these
times. I am just suggesting that the situation after this war is going
to be so disrupted that we ought not to tie our hands for 3 years from
the end of the war on tariff questions, in working out this generally
cooperative agreement with the other nations.

Secretary HULL. We ought not go to the end of the war blindfolded;
so far as this whole chaotic situation of war conditions is concerned,
we ought to have the help of this sort of organization to pave the way
to attack those problems, in my judgment.

Senator CONNALLY. Mr. Secretary, may I ask you one further
question?

Secretary HULL. Yes.
Senator CONNALLY. Had you finished, Senator? Have you any

further questions?
Senator TAFT. Go ahead.
Senator CONNALLY. You say nearly all the great nations have

already made these agreements, and that we have about 30 of them.
If you should, under this continued authority, make agreements with
the others, the ones that you have not already made, would not it
necessarily more or less have to be on the same general plan that you
have made them with the other nations?

Secretary HULL. It would simply be extending the operation.
Senator CONNALLY. That is what I mean. Vou would not throw

in a new process altogether?
Secretary HULL. WO.
Senator CONNALLY. You would cc ordinate them, as it were, with

the existing plans with other nations?
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Secretary HULL. Yes.
Senator CONNALLY. So we would not need to look to anything very

revolutionary about any future treaty you make?
Secretary HULL. The best assurance of that is the 9 years' opera-

tion of the act. It has worked effectively in approaching this trade-
obstruction situation. It is approaching the other nations not with
a threat, as many laws do, but with a friendly plea to sit down and
agree to a mutually profitable trading arrangement which would auto.
matically extend itself over the world by degrees while it was breaking
down the excesses in the restrictions and discriminations.

Senator LUCAS. Mr. Chairman, may I ask a question?
The CHAIRMAN. Senator Lucas.
Senator LUCAS. Mr. Secretary, what is the oldest trade agreement

that exists under the Foreign Trade Act at the present time?
Secretary HULL. You mean under this present act?
Senator LUCAS. Yes.
Secretary HULL. The first one was with Cuba. A little later we

trade one with Canada. I have it somewhere here.
Senator LUCAS. About what year was that?
Secretary HULL. 1935, as I remember it. That is subject to correc-

tion.
Senator LUCAS. Yes. Well, assuming that is true, we have this

trade agreement just now with Canada and it has been in existence
since 1935. Now, as I understand it, that contractcan be terminated
at any time, by giving, through the executive branch of the Govern-
ment, 6 months' notice.

Secretary HULL. Yes, sir by either Government.
Senator LUCAS. Or it can be terminated by Congress.
Secretary HULL. By Congress, any time it cares to pass an act.
Senator LUCAS. Now, how does this Resolution 111 affect that

agreement? That is, supposing we pass this resolution, does that
mean you could not terminate that agreement in 3 years?

Secretary HULL. You mean the Canadian agreement?
Senator LUCAS. Yes.
Secretary HULL. That can be terminated at any time upon 6 months

notice after the first 3 years of operation, which have now expired even
as regards the present agreement.

Senator TAFT. Three years from now he can make a new agreement
with Canada which cannot be terminated for 3 years. That is the
power under this act that he has.

Secretary HULL. That extends over the pressing war conditions,
under the protection of Congress.

Senator LUCAS. Do I understand under this act you could make
any agreement with any of the 16 nations, where you had the trade
agreements before the war?

Secretary HULL. Yes, sir; but this would undoubtedly be done only
to a partial extent, depending on the conditions and circumstances.

Senator LUCAS. Or you could continue with the present trade agree-
ments, if you so wanted to, under this act?

Secretary HULL. Yes.
Senator LUCAS. And if you did continue under the present trade

agreement, then each and every one of them, regardless of the 3-year
period, could be terminated on 6 months' notice?

Secretary HULL. Precisely, except for a few of the more recent ones.
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Senator LUCAS. One other question. Have we any trade agree-
ments with any of the countries in north Africa?

Secretary HULL. We have one now. The trade agreement with
France covers Algeria and Tunis.

Senator LUCAS. Did we have any trade agreements with any of,
those countries that are now actually in the war?

Secretary HULL. Oh, yes; a number of those countries had trade
agreements with us.

Senator LUCAS. What is the status of those?
Secretary HULL. Of course, trade is at present largely governed by

war conditions rather than tariffs and normal peacetime agreements.
Senator LUCAS,, These governments over there in north Africa are

constantly changing hands at the present time. I am wondering
what will be the status of those trade agreements after the hostilities
cease.

Secretary HULL. In the first place, as you say they are going through
evolutions, and we are not undertaking to make any regular trade
agreement with them, especially since France is really under the
immediate domination of Germany.

Senator LUCAS. I presume those trade agreements will just stand
in suspension until a stable government comes along after the war
with which you can deal.

Secretary HULL. Yes.
The CHAIRMAN. Are there any other questions, gentlemen, of the

Secretary?
If not, Mr. Secretary, we thank you very much for your appearance.
Secretary HULL. I want to express my appreciation here, because

the Lord knows I run into enough complacency on the outside, or
failure to realize the magnitude and difficulties and dangers of what is
ahead of us in our respective functions. I am greatly stimulated to
see that serious recognition by each one of you.

The CHAIRMAN. We thank you very much for your aid and assist-
ance to the committee.

Dr. Sayre, perhaps the committee will want to ask you some ques-
tions, or do you have a general statement?

Mr. SAYRE. I have a very short general statement, if I might make
it, sir.

The CHAIRMAN. We will hear you at 2:30. Come back then.
(Whereupon, at 11:45 a. m:, the committee recessed to 2:30 p. m.

of the same day.)
AFTERNOON SESSION

(Pursuant to the adjournment for the noon recess, the hearing was
resumed at 2:30 p. m.)

The CHAIRMAN. You may go ahead, Doctor.

STATEMENT OF FRANCIS B. SAYRE, SPECIAL ASSISTANT TO THE
SECRETARY OF STATE

Mr. SAYRE, Mr. Chairman and members of the committee: The
issue which the present resolution presents involves much more,
against the background of 1943, than did the narrow and often sterile
tariff debates of the past.

This country is engaged for the second time within 25 years in a
devastating world war. There is acute need, therefore, for the most
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searching reexamination of every policy of Government which affects
or may affect either the conduct of the war or the prospect for estab-
lishing a secure peace thereafter. The course which we set for our-
selves in the field of international commerce may affect both. The
country is entitled therefore to the best nonpartisan wisdom that can
be brought to bear on the crucial problem of establishing sound
policies and effective procedures in that field. No narrower view is
consonant with our responsibility to the people of this Nation.

When this war ends the United States will face two paramount
problems:

(1) How to make a secure and fruitful peace;
(2) How to ensure, without undue interference with our free insti-

tutions, that every American who is willing and able to work shall
have a fair chance to earn a decent living.

The first problem is obviously international, since war is an inter-
national affair. The second is only slightly less so. The United
States is a great trading nation, and cannot expect to be prosperous
In a world in which its customers and sources of supply are bankrupt.
Collaboration with other nations on both problems is therefore a
sensible, if not indeed an indispensable, procedure.

Fortunately, our own fundamental objectives in this field and
those of other countries are the same. We have common foundations
upon which to build. All men desire security; all desire plenty; and
few who have had a taste of individual liberty desire to give it up.

The two problems-peace and jobs-security and economic free-
dom-are closely related. Wise international trade policies are part
of the underlying solutions of both.

So far as the problem of unemployment is concerned, certain facts
are obvious. If men returning from the battlefront and those en-
gaged in war industry are to find productive jobs in private industry
after the war, we must move in the direction of enlarged market
opportunities in the post-war world. As long as people live on this
earth of differing climates and varied natural resources and diversified
physical conditions, men will want to exchange the products of one
area for those of another. People living in the great agricultural
and food producing areas will want to exchange their food and raw
materials with those living in industrial areas producing factory
goods, and vice versa. Manifestly, the number of jobs available in
each group will depend directly upon the extent to which it can sell or
exchange its products with those of other groups. By doubling its
sales each group doubles its employment and doubles its purchasing
power. Employment is measured by trade. Clearly, the way to
increased employment is in the direction of opening up the channels
of trade. This must be done gradually and selectively, so that no
one will be inundated or injured in the process. I know of no othei'
practicable way, exceptthe questionable one of large and continuing
direct expenditures by Government which offers any reasonable hope
of a solution of the post-war unemployment problem.

With regard to the second problem, peace, it is equally clear that
industrial nations under twentieth century conditions, to maintain
their standards of living, must maintain access to necessary raw
materials and necessary markets. If they are denied access to these
they will feel forced to fight. If trade barriers erected along national
frontiers bar them from raw materials and markets they need for the
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maintenance of their populations, they will fight to destroy those
frontiers. Lowered trade barriers and freedom from trade discrimi-
nations are essential parts of the only foundations upon which lasting
peace can be built.

Within the confines of a brief statement it is impossible to trace
the direct and indirect relationships between economic maladjust-
ments-and war; but there is no informed and responsible person who
denies that the relationship exists.

The trade-agreements program cannot rit all the economic
maladjustments of this country or the world, nor call any other
single program, but it does embody a method which experience
has shown to be practicable and highly successful for increasing
trade through international cooperation. It is justly regarded ill this
country and abroad as one of the few existing working programs
based upon international cooperation in important economic matters
which has met with outstanding and striking success. I cannot believe
that the Congress will decide to reject or cripple such a program at the
very time when the fate of this Nation and of all free peoples hinges
oil the determination and ability of the United Nations to work
effectively together in the winning of the war and in the winning
of the peace.

There can be no real question today that the policy of economic
cooperation is essential, is a necessity, if we are to survive. There
can be no question that in the commercial field the trade-agreements
program is the expression and embodiment of that policy. The only
real issue before you is one of method. Does the bill now under
consideration offer a method which is practicable for achieving the
desired result?

Upon this issue only one thing need be said. The experience of the
past t years shows that the present method is workable; the experience
of the past under otlrr procedures proves them to be unworkable.
We understand this and we must realize that other nations also
understand it. Of all times this is surely not the occasion to make
changes simply for the sake of change. To make untested changes
now will result in the creation of doubts in the minds of our allies
and friends-doubts which, however unfounded, we cannot afford.
Berlin's radio propaganda has already manifested Germany's interest
in the matter.
. The program has worked uncommonly well. It has been tried in
the fire of experience. It has produced results. it has brought to
America increased trade and increased employment, without working
injury to any branch of American agriculture or American industry.

The facts concerning the act, its administration, the agreements
entered into under it, the tangible and intangible results of those
agreements, and the prospects for the future as far as it can be fore-
seen, are fully and well stated in the report of the House Committee
on Ways andM cans, which I assume is available to this committee.
I shall not take the time of the Finance Committee to summarize
what is there so carefully set down. Of course I am available to the
committee to furnish any information in my power desired by the
committee on any matter connected with the program.

'One of the most impressive parts (if the House committee's report
is that which describes the all but unanimous support which the long
hearings in the House developed. Americans from every section of

to *WWI AWAO Ob" 6
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the country, from both of the great parties and from every walk of
life, support the present measure. Republicans and Democrats,
manufacturers and labor unions, chambers of commerce and farm
associations, the press in every section of the country, 1,500 profes-
sional economists, disinterested public-interest groups of every sort,
urge favorable action. I know of no recent governmental measure or
proposal unless it be lend-lease or legislation for the direct prosecution
of the war which has received such nearly unanimous and positive
support. That support is based on the profound realization, as I
have been suggesting, that practical international cooperation is the
best hope for the future that we have, and that this act is a neces-
sary part of it.

The House committee summed up its conclusions in words which
state my views, and which I ask permission, Mr. Chairman, to
adopt:

On the basis of the foregoing, and of the other testimony offered before it, and
of its own consideration, the committee has concluded that-

First. It is desirable to continue in existence this tested and sound instrument
of international cooperation, in the interest both of unity in the war effort, of a
secure peace hereafter, and of American prosperity.

Second. It is desirable to make the vote as large and as bipartisan as possible,
in order that our allies and the citizens of the United States may be assured that
international cooperation in post-war reconstruction is not a party matter.

Third. It is desirable that the extension be in the form and for the term that
has formerly been used, in order that no unnecessary doubts may be created.

The committee therefore recommends that the bill which the committee has
reported pass without further amendment, and it bespeaks bipartisan support
for this proposal.

The CHAIRMAN. Are there any questions, gentlemen?
Senator VANDENBERG. Dr. Sayre, I would like to ask for one statis-

tic, if it is available. Can you tell me how many tariffs have been
reduced under the Trade Agreements Act?

Mr. SAYRE. I speak subject to correction. I think it is in the
neighborhood of over 1,000. I believe a member of the Tariff Com-
mission is here who can tell you.

Senator VANDNBERG. That is near enough.
Mr. SAYRE. It is 1,180, I think.
Senator TAFT. According to this House hearing, it is 1,180.
Senator VANDEN.BrmG. Can you tell me how many have been in-

creased?
Mr. SAYRE. You mean the number of our American tariff items

which have been increased under the trade-agreements program?
Senator VANDENBERG,. Yes.
Mr. SAYRE. None that I know of. The reason, of course, is very

manifest. This whole proposal, as you know, is one of bargaining
with foreign countries. What we are trying to do is to protect the
American export trade by reducing foreign trade barriers in return for
reducing ours. I think the proper number to compare with that
1,180 is, so far as it is comparable, the number of foreign trade barriers
reduced in exchange for our reductions.

Senator VANDENBERG. I assume it would be fully as large.
Mr. SAYRE. Very much larger.
Senator VANDENBERG. That is a point I am not interested in.
Mr. SAYRE. Very much larger.
Senator VANDENBERG. That involves exclusively the question of

encouraging export trade.
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Mr. SAYRE. Protecting and encouraging export trade.
Senator VANDENBERG. I understood that an equally definite func-

tion of the trade agreement was to protect the domestic economy
wherever it might be threatened by foreign trade methods, Is not
that true?

Mr. SAYRE. I go back to the language of the act, Senator. A
part of the Trade Agreements Act itself says:

For the purpose of expanding foreign markets for the products of the United
States-
then skipping some language-
by regulating the -admission of foreign goods into the United States in accordance
with-
so forth and so on. I think the objective purpose, if I understand
your question correctly, sir, is to expand and protect the foreign
commerce of the United States so as to expand our markets and thus
increase our domestic production.

Senator VANDENBERG. So you exclude from your definition of the
function of the Trade Agreements Act the protection of the domestic
economic welfare of our country against external threats of foreign
competition, or dumping, or anything of that sort?

Mr. SAYRE. I do not, sir. I think if one goes on reading from the
preamble of the act which I was quoting from, you see the language-
as a means of assisting in the present emergency in restoring the American stanj-
ard of living, in overcoming domestic unemployment and the present economic
depression, in increasing the purchasing power of the American public, and in
establishing and maintaining a better relationship among various branches of
American agriculture, industry, mining, and commerce-

and so forth. Now, if I may explain just what I mean, sir, in answer
to your question--

Senator VANDUNnmG. Before you do that, inasmuch as you have
just read the quotation, let me ask you if it is your conception that
the protection of the American standard of living might never in any
circumstances require an increased tariff?

Mr. SAYRE. It might. May I just answer, in reply to your
question?

Senator VANDENBERG. Yes.
Mr. SAYRE. Those administering the Trade Agreements Act have

never conceived it as a 50 percent free-trade policy, if I ma use that
word. That is, you remember the act itself says the tariffs may be
reduced to a 50-percent level. Never have those administering the
Trade Agreements Act conceived that their job was to get all pro-
tective tariffs down to a 50-percent level, they have instead adminis-
tered the act in a selective way. Their main concern has been to
benefit kmerican domestic production, American domestic manufac-
turers and agriculture, so that they have been most meticulous in
finding ways and means by which excessive tariff rates could be lopped
off moderately, but in such ways as not to injure American industry
or production which might be in competition with foreign importa-
tion.

I think that the proof of the pudding is in the eating. I think our
9 years' experience has shown that no branch of American production
or industry has been injured by lopping off those excesses.

Senator VANDENBERG. I am not prepared to argue that with you,
Doctor. I do not care to bring up any figures on the subject.

. - isonsawmen" "Wevowlaw ftow
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Mr. SAYRE. No; but I am simply trying to answer the question
that you ask, as to whether we have abandoned the thought of pro-
tecting the American producers. We have not for one moment.
The interests of the American producers are at the very forefront,
and I think the whole conception in the minds of those administering
the Trade Agreements Act is only to lop off the excesses, the tops of
tariff walls in such places as those which are not economically justi-
fled, where they do more than protect, where they are unnecessary
for the good of American producers, and yet where the lopping of
them off can be exchanged for advantages in reducing foreign bar-
riers against American export g i way which wilprove of ma-terial advantage and be~*t.io Amercati 'domestic producers. So

that our whole concqption is to help and prohiobt the interests of
American domestic #ipoducers.

Senator VAN:QjBERG. Yes; but v0,,re constantly told, and the
point is stress, that before of Vhes agreements are made there
is a Vrery scruilous consdlW*tT of A erican industry to see, what the
effect of existing tariffsftid projpecti4 redtions are upon Americanindustry aid the usup hAraso, he ian starboard of living.

Mr. SAYjiE. Yes.
Senator!,VANDENBERG, Thatb' suppose to bi patt of the process?
Mr. SATRE. Yes.
Senator VANDEN04Q. YOe in't it something more than a aoinci-dence that jn 9 years' s~tidy kf t r~hTteq in 6"the necessities of the

American'standard 6f livin' a~d in 9 caa consultation on the welfare
of the doxn estic economy, 9,the sc'to s 18Q, to 0 in favor of reduced
tariffs? f , . " 1 1

Mr. SAY'E. I say W score is 41'80 to 5,000 or 6,000 foreign tariffs
reduced in turn for ours. I lkj it is perfcctlyo;0bvious, senator,

that the tra4e-agreementsptgram' is nob a ,ogram bped upon
raising or low' ng tariffs s a pr -ram bah d on bargaining with
foreign powers iIV&rder to get f6frtn )rriers reduced aga4nst American
export trade. Ifi'ar as that is true, and that is the nature of the
trade-agreements pixWam, you are not going to get foreign nations
bargaining to increase A ican tariffs. It i & bargaining program.

Senator VANDENEJDRG. W lktryoaa,03 one of these clinics on a
given industry, let us say the X industry, where you thought
there might be an advantageous reduction of the tariff, and for the
sake of the argument let us say you attempted to discover-it may be
a violent assumption, but let us say you attempted to discover and
you did discover that this was actually a distress industry and it
ought to have more protection if it is to withstand the impact of foreign
competition-what would you do about it?

Mr. SAYRE. I would go to Congress and ask Congress to increase
the tariff for that industry. Certainly, I would not go to the foreign
nation and ask the foreign nation to increase the tariff and bargain to
increase. I do not think it is for the foreign nation to say; I thinkit
is for the Congress to say.

Senator VANDENBERG. You would not undertake to revise the
trade-agreement figure upward at that point?

Mr. SAYRE. I would not bargain with the foreign nation to do that.
I think that is something for Congress to do.

Senator VANDENERG. You would come to Congress because you
recognize the fundamental responsibility of Congress for tariffs in
that situation?
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Mr. SAYRE. I would.
Senator WALSH. Has that been done in any instances, Dr. Sayre?
Senator VANDENBERG. No,
Mr. SAYRE. You are asking whether the Secretary of State has

gone to Congress and asked for some increased tariff?
Senator WALSH. Where he has found some distressed industry and

asked for an increased tariff.
Senator VANDENBERG. I cannot imagine any such thing.
Mr. SAYRE. I have not heard of any case such as that, Senator.

What would actually happen, the industry itself would go right to
the Congress. Now, we have, of course, restricted imports of certain
commodities by quantitative restrictions in some trade a reements.

Senator WALSH. If I remember correctly-I am not saying this in
criticism-

Mr. SAYRE. Yes.
Senator WALSH. The State Department has requested this com-

mittee to refrain from making any changes in the tariffs.
Mr. SAYRE. The State Department itself believes wholeheartedly

that it is in the interest of the United States, as it is in the interest
of all nations, to pull down unjustifiable and excessive trade barriers.
It is convinced that the existence of these trade barriers is against
our own self-interest and makes for ultimate war, and for that reason
the State Department is strongly against the erection of unnecessary
trade barriers. If I may just complete this, in answering the question
that the Senator put to me, a case of where there was an industry
which I was convinced needed increased protection, I am answering
that suppositious case.

Senator VANDENBERG. I want to pursue this a little further, to be
sure I understand. You say that if a situation developed, where for
the sake of argument we agree there should be increased protection
upon some commodity, that situation is for Congress to remedy?

Mr. SAYRE. I should say so, sir.
Senator VANDENDERe. Now, a trade agreement is made for 3

years and then it runs forever except as the President may conclude
to call it off. Is there any point in the entire process where Congress
is permitted to express its views in respect to the tariff? Suppose
Congress thinks that one of these commodities that is involved in
your trade agreement is the commodity which honestly and legiti-
mately requires additional protection, under what part of this trade
agreement, Dr. Sayre, is Congress entitled to speak on the subject,
and how would you expect Congress to speak?

Mr. SAYRE. If I understand you correctly, Senator, you put the
question of a commodity which is covered by a trade agreement; is
that right?

Senator VANDEVNBERG. That is right.
Mr. SAYRE. And which is bound, we agree, for a certain time to

keep the tariff rate on that commodity fixed?
Senator VANDENBERG. Yes.
Mr. SAYRE. For the life of the agreement, and most of these

agreements of course, can now be terminated within 6 months.
Senator VANDENBERG. That is at present they cannot be terminated

by us except as we butt in.
Mr. SAYRE. When you say "butt in," sir, I do not quite under-

stand what you mean. I
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Senator VANDENBERG. Except 'as we violate the moral obligation
when you notify the foreign countries to depend on this act.

Mr. SAYRE. For instance, a trade agreement which has run its
3-year course and which can be denounced on a 6 months' notice,
then I believe the President would pay very great attention to an
act of Congress requesting that that trade agreement be denounced
within 6 months.

Senator VANDENBERG. I do not think that anybody can complain
about your answer. I think that is a fair answer, and I think that
is a square answer, I think it is a logical and practical answer but if
that is to be the process which is recognized as appropriate and legiti-
mate, why should not the Trade Agreements Act say categorically
that these agreements are revocable, not revoked but revocable, by
a joint resolution of Congress?

Mr. SAYRE. You mean after the 6 months' notice?
Senator VANDENBERG. After the 6 months, after the cessation of

the war, and simply stating in terms the precise thing that you say
it would be appropriate for us to do, and I do not think it would be
appropriate for us to do, except as we give ourselves the license in
the language of the act itself.

Mr. SAYRE. That is, if I understand you correctly, you are return-
ing to the question you asked Secretary Hull this morning.

Senator VANDENBERG. That is right. I cannot see any legitimate
objection to it, even from your point of view and your theory.

Mr. SAYRE. Of course, it is the answer of the Secretary of State
which is the official answer. You are asking for my own personal
reaction?

Senator VANDENBERG. That is right.
Mr. SAYRE. Which is in no sense official, the Secretary of State

having already answered that question. My own personal reaction
would be this, if I correctly understood your question this morning:
It would not add by one iota to the power which Congress already
possesses of passing such a resolution after the trade agreement has
run its course. It would not add by one iota to the power of Congress.
It would not, therefore, help the local situation one bit. I think it
could do considerable psychological harn. It could do psychological
harm in notifying foreign nations that the agreements which are
entered into between the United States and them are being perhaps
looked at askance by Members of Congress and that there is not the
same assurance of firm ground for continuing the program and the
nondiscriminatory treatment which is required under these trade
agreements. I think, in other words, that you would shake the con-
fidence of all nations in the continuance of the nondiscriminatory and
fair-play commercial treatment which has been inaugurated by the
United States by this trade-agreements program, and which we hope
will be part of the underpinning of the peace to come.

Senator VANDENBERG. In other words, you are saying we will scare
our inter-Allied partners by the assertion of the constitutional right
which you proclaim that we possess?

Mr. SAYRE. I think it would accomplish absolutely nothing in con-
ferring additional powers on Congress, and its psychological effect
would be rather unfortunate.

Senator VANDENBERG. What is tho psychological effect, Dr. Sayre,
on the other band, of notifying foreign nations to believe that trade
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agreements are continuous except as the President alone may desire to
remit, when that is not the constitutional fact? Is that the way to
treat our good neighbors?

Mr. SAYRE. I think our good neighbors understand that these trade
agreements are part of a foundation of economic coo )eration and non-discrimination; that the United States is seeking to lead the way with

other nations in building up this underpinning for economic peace and
security following the war. You see, the trade agreements carry with
them more than simply tariff cuts or reductions in trade barriers on
each side; the trade agreements carry what to my mind is of equal if
not greater importance, the promise and assurance that there will not
be discrimination of one country's goods against the goods of the
other. That agreement, that promise to treat on the basis of absolute
equality and nondiscrimination, it seems to me is an inescapable and
absolutely necc.=mry foundation which nations must lay if they are
going to build any peace that has a chance of lasting.

Senator VANDENBERG. I am with you. I am going to join you in
asserting there has got to be no discrimination in the harmony of our
relationship with the foreign countries. In the face of an American
statute, in the face of the constitutional rights of the Congress of the
United States, is not one antidiscrimination factor just as important
as the other?
Mr, SAYRE. But there is no discrimination, sir, against the Congress

of the United States. I think it is recognized that the conduct of
foreign relations lies within the realm of the President, and when he
makes treaties he submits treaties to the Senate for confirmation.

Senator VANDENBERG. You do not contend that the right to make
the tariff is within the recognized rights of the Executive?

Mr. SAYRE. No. I am talking about agreements, international
agreements. Remember this Trade Agreements Act is a bargain
made with another country, partly to reduce these tariffs and trade
barriers, but also g promise exchanged bn each side not to discriminate
against the commerce of the other. That is this equality of treatment
that, to my mind, is of such crucial importance in building up fair
trade relationships and in increasing employment in all the countries.
Now, that being true, I think there is no discrimination, to use your
word, against Congress in saying that the President is the one that
conducts these foreign relationships, -subject to the rights of the Senate
in its treaty-making power, of course.

Senator VANDENBERG. Where is that right apparent in this process?
Mr. SAYRE. I do not understand what you mean, sir?
Senator VANDENBERG. You said this Presidential power is subject

to the right of the Senate to ratify treaties.
Mr. SAYRE. Yes.
Senator VANDENBERG. Where does that right enter into this con-

templation?
Mr. SAYRE. Of course, I need not point out to as astute a lawyer

as you that there are two methods for making an international
agreement.

Senator VANDENBmERG. I am not a lawyer, Doctor, and you will
have to pass that "condemnation" by.

Mr. SAYm i:. You have a knowledge of the law, sir, which is second
to few. There are two well-recognized methods for making inter-
national agreements, at least tx;o: One by the treaty-making power,
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and another by what are known as executive agreements. These are
executive agreements, and the Supreme Court has, as you know,
recognized again and again the validity and constitutionality of exec-
utive agreements. Now, the treaty-making power would be a per-
fectly proper way to go about this if it were practicable, if it were
workable.

Senator VANDENBERG. Now, Dr. Sayre, if I am willing to forego,
certainly for the duration any sharp interruption in your Trade Agree-
rents Act--and I should detour long enough to say I am opposed to
the interruption of any interallied relationships needlessly while we
are in this military partnership-if I am willing, let us say, at least
for the time being, to withdraw my traditional opposition to the
Trade Agreements Act, and if I am willing even to put on ice my
other deep constitutional conviction that under the Constitution the
Senate ought to be permitted to ratify these trade agreements, if I
am willing to (10 all th't in cooperation with this war effort, I do not
quite see the reasonableness in any refusal on your part to permit me
to simply say in this law that Congress has the ultimate right of
revocalbility, which you assert it does have, and which you say the
spelling out of the power in the law would not add at all to the power
of Congress in connection with it. I fail to understand why you resist
at that point the assertion of a fact.

Mr. SAYRE. Because, as I said before, sir, I think it would give an
unfortunate psychological effect to foreign countries in the program
which it is to our vital interest to construct and build and inspire
confidence in.

Senator VANDENBERG. I think we have perpetrated a great in-
justice on foreign countries if you allow me to say so, Dr. Sayre, sir,
when 25 years ago we permitted them to be misled, regarding the
constitutional nature of our checks and balances, and this is not a
government that is run permanently by executive decree and that
there is a congressional authority which occasionally can be executed.

Mr. SAYRE. I think the foreign nations realize the existence of
that, sir.

Senator VANDENBIRG. Then, I do not think we would scare them
very much if we said so now, do you?

Mr. SAYRE. I think the amendment which you propose would
be unfortunate for the reason which I suggested, sir..

Senator VANDENB E3 RG. All right; I guess we cannot get anywhere
with that.

The CHAIRMAN. Why is not this a complete answer to the whole
thing: The Congress is simply giving the President power to do certain
things with respect to the tariff. The language in the act itself does
not say that the notice which may terminate the agreement after it
has been in op ration for 3 years shall be given by the President.
Perhaps the plain inference is that he is the only proper person to
give any notice to a foreign nation, but the language, "and, if not
then terminated, shall be subject to termination thereafter upon not
more than 6 months' notice." It (lees not say, "by the President";
it does not say, "by the Congress"; it does not say3 by anybody else.
Does not that mean that you could write language in here reasserting
or reconfirming the power of Congress over and over and over again?

Senator VANDEN13ERG. Before Dr. Sayre answers, I want to remind
the able Senator that Mr. Secretary Hull gave his categorical defini-

87028-43-3
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tion this morning, that that is a power of notice resident exclusively
in the Executive.

The CHAIRMAN. Well, of course, the Executive is the only official
organ through which the Government can carry on any kind of trans-
action with a foreign nation. That is so under the Constitution, but
this act here does not prevent action by the Congress if the Congress
wanted to take it.

Mr. SAYRE. Shall I answer, Senator?
The CHAIRMAN. Yes.
Dr. SAYRE. I think that is correct, sir. I would point out the

language which is inserted in the trade agreements themselves.
The CHAIRMAN. Before you do that, Doctor, let me ask you

this-
Senator TAFT (interposing). Why is that? I question the other

thing. 1 do not think this can be terminated by the action of Congress.
I dispute the whole basis of that. Why should it be? That is what
I do not quite understand.

The CHAIRMAN. Why could not the Congress terminate it?
It could repeal the act?
Senator TAFT. It could repeal the act, but it might not want to

repeal the act.
The CHAIRMAN. Why could not that terminate the agreement?
Senator TAFr. Because there is a treaty made with a foreign nation.

How could the Congress communicate with the foreign nation at all?
The CHAIRMAN. The communication would have to come through

the President, of course-that is the only thing about it-but there
isn't any doubt there could be no moral obloquy attaching to the
Congress if, in any one of these agreements, after a 3 years' term, the
Congress itself said that this agreement should no longer be in exist-
ence. It would be the duty of the Presi(ent, of course, to communi-
cate that action of the Congress to the foreign country.

Mr. SAYRE. Might I comment on Senator Taft's observation?
The CHAIRMAN. Yes, sir; I do not want to divert you, but I want

to get to another part of the act.
Mr. SAYRE. Just let me say, in reply to you, sir, I think it is clear

when you read the language of the trade agreement, which, of course,
is the binding comI)act which has been made with the other nations--

Senator TAFT (interposing). It is the uniform clause in all the
agreements?

Mr. SAYE . So far as I know it is uniform; yes, sir.
I am going to read from article XVIII of the Mexican Trade Agree-

ment", which is typical of them all, as far as I know. It is substantially
the same in the others, although the terms, by the way, are somewhat
different in some. Not all the trade agreements were concluded for
an initial term of 3 years, but the maximum is for 3 years. The
Mexican agreement reads:

ARTICLE XVIII. Unless 6 months before the expiration of the aforesaid period
of 3 years the Government of the United States of America or the Government of
the United Mexican States shall have given to the other Government notice of
intention to terminate this agreement upon the expiration of the aforesaid period,
the agreement shall remain in force thereafter subject to the provisions of
article X and article XI, until 6 months from the date on which notice of intention
to terminate shall have been given by either Government.

That raises the question of Who, under constitutional functions,
should give that notice, It says that the notice is to be given by the
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Government of the United States. I suppose there is no question
but that the person giving such notice constitutionally would be the
President.

To return to Senator Vandenberg's question as to what is the power
of Congress, as I answered him before, I think the President would
certainty pay considerable attention to a resolution by Congress to
the effect that such and such a trade agreement should be terminated.

Senator TAFT. Then, again, he might not.
Mr. SAYRE. He might not.
The CHAIRMAN. I do not agree with you at all, Dr. Sayro. If the

authority under which the President acts is the authority of Congress,
then Congress could terminate one of these agreements even though
Congress were morally at fault. I assume Congress would not do it
unless its right to do so was clear, and then the President would be
bound to communicate that fact to the foreign government.

Mr. SAYRE. I think it is a very academic question.
The CHAIRMAN. I do not think it is academic.
Mr. SAYRE. When you say Congress would terminate an agreement

before the agreement itself expired- ,.
The CHAIRMAN. I do not think Congress would. The question

was phrased a little bit differently. Senator Vandenberg asked you'
if there would not be a moral restraint on Congress to take certain.
action if it were not expressly put into the law. That is the reason
I read this. I interpret this to mean the Government has the
authority under which the trade agreement was made in the first
place, and certainly that is legislative. There is no validity put
upon this act except upon the theory that there is a delegated power
of the Congress under sufficiently specific directions to sustain its
validity. The President is acting, surely in this instance, so far as
the tariff feature is concerned, as an agency of the legislative branch.

Senator TAFT. May I call your attention to a section of the act?
It is at the end of section 350 (a) (2).

The CHAIRMAN. I wanted to ask him about that.
Senator TAFT. It says:

and the proclaimed duties and other impouit restrictions shall be in effect from
and after such time as is specified in the proclamation. The President may at
any time terminate any such proclamation in whole or in part.

Mr. SAYRE. In other words, so far as the duties are concerned,
those duties are affected by this proclamation which is issued by the
President under the authority of this Trade Agreements Act; that
is correct.

"rle CHAIRMAN. I wanted to get to that point. Does that language
"the President may at any time terminate any such proclamation in
whole or in part" refer to the 3-year period?

Mr. SAYRE. I am not quite sure I understand you, Senator. The
tariffs are actually changed, as I ulerstand it, by virtue of the
proclamation which the President issues under this act.

The CHAIRMAN. Yes; upward or downward by 50 percent only.
Mr. SAYRE. Yes, sir. The actual tariff is not changed by tho

agreement but by the President's proclaimation.
The CHAIRMAN. Yes, Well, now, when can the President terminate

that proclamation?
Mr. SAYRE. Any time he chooses to. Of course, lie is not going to

violate an international obligation.
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The CHAIRMAN. I understand that. I just want to know how that
is construed in the Department.

Mr. SAyRE. So far as I know, sir, the President can terminate
proclamations under this section if and when he chooses, although he is
directed earlier in the act to carry out the provisions of the trade
agreements pursuant to proclamations.

Senator TAFT. I suggest following immediately the proviso it
relates to cases in which discriminatory treatment a ises, and he may
cancel the treaties because of that discriminatory treatment.

Mr. SAYRE. What is the section?
Senator TAFT. It is the end of section 250 (a) (2).
Mr. SAYRE. Yes. I did not have the place before, sir. It says:
Provided, That the President may suspend the application to articles the growth,

produce, or manufaeture of any country because of its discriminatory treatment
of American commerce or because of other acts or policies which in his opinion
tend to defeat the purposes set forth in this section; and the proclaimed duties
and other import restrictions shall be in effect from and after such time as is
specified in the proclamation. The President may at any time terminate any
such )roclamation in whole or in part.

So far as that proclamation is concerned, sir, that may be dope at
any time.

The CHAIRMAN. YOU said, in answer to Senator Vandenberg's
question, that there have been 1,185 reductions?

Mr. SAYRE. 1,180.
The CHAIRMAN. 1,180 actual reductions in import duties?
Mr. SAYRE. In our trade barriers.
The CHAIRMAN. In our duties?
Mr. SAYnE. In our duties, and we have several thousand from

foreign countries.
The CHAmrAN. How many, do you know?
Mr. SAYR. It is impossible to count them up, because it depends

on what you call A change. In the British trade agreement, I am
told, there were 1,500. In the Cuban trade agreement, I believe
there were several hundred, and in the Canadian trade agreement,
there were, I think, about 1,000, if I remember correctly.

Senator CLARK. D'. Sayre, it is difficult to set up any basis of
comparison between what we might call concessions in American
trade barriers and concessions that we have obtained in exchange
for them, because ours are practically all tariff reductions, while theirs
constitute not only tariff reductions but quota allotments and import
restrictions of every character and description.

Mr. SAYRE. That is quite true.
Senator CLAnK. So it is very hard to arrive at an absolutely com-

parable basis.
Mr. Styim. I think it is practically impossible to do so.
Senator TAFT. Isn't it also, true that each one of our treaties affect

imports from 50 countries, maybe, whereas it may be that the con-
cessions only affect one nation? Does the favored-nation clause
extend to the reduction to England, for instance, and equally to
Sweden at the same time?

Mr. SAYRE. We giv,, equal treatment to countries which give the
same treatment to us.

Senator TAFT. The 1,180 is the number of individual items, but
they 'are reduced to many different countries?
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Mr. SAYRE. Yes. We follow, for the most part, a single-column
tariff. We always have, ever since Washington's administration.
We try to treat countries all alike if they are not discriminating against
us.

The CHAInMAN. I would like to go back to another question asled
you by Senator Vandenberg.

Mr. SAYIE. Yes.
The CHAIRMAN. Under this act have we at any time placed a,

quota on imports from certain countries if we thought they were
acting unfairly toward our trade?

Mr. SAYRE: We have imposed what is called tariff quotas. That
is, we have in certain cases reduced the tariff only for a limited amount.

The CHAIRMAN. Of commodities coining in?
Mr. SAYRE. Of commodities coming in.
The CHAIRMAN. You did that to protect American industry?
Mr. SAYRE. To protect the American producers in competition

with the foreign imports.
The CHAIRMAN. Do you recall any instances in which that,

occurred?
Mr. SAYRE, in cattle we have done that. We have done it to a

great many.
The CHAIRMAN. To a great many?
Mr. SAYRE. YeS.
Senator TAFT. Do those quotas apply only to the reduction of the

tariff? If they pay the full tariff rate "may they still ship outside of
the quota?

Mr. SAYRE. Yes, sir.
Senator VANDENBERG. Dr. Sayre, you spoke about the British

agreement. May 1 ask, for my information, if you recall it, whether
the British agreement binds crude rubber on the free list?

Mr. SAYRE. I think it does, as far as I remember.
Senator VANDENBERG. SO that that hinds all crude rubber from

any nation which does not discriminate against us on the free list?Mr. SAY I. So far as rubber is concerned. Of course, you are
thinking about our synthetic rubber plants, and their protection.
Now, when rubber was bound on tht free list, of course, we Were very
anxious to get imports of rubber into this country as cheaply and in as
large quantities as possible. We were also anxious to stimulate the
growth of rubber in foreign countries so that we could get it in here.
Since that time the war came on and we began building up these
synthetic rubber plants. The interest of those synthetic rubber
plants is certainly an interest which we must consider, which we must
concern ourselves about.

We do not yet know, because the whole industry of synthetic rub-
ber is still so young, we still do not know whether synthetic rubber
plants will need assistance or not. We will not know really for some
time longer. When the time comes, we will then have to take into
consideration whether or not the Government shall give that as-
sistance, and if so in what form that assistance should 4e, whether in
the form of tariffs or otherwise.

Senator VANDENBERG. Whom do you nCan by "we," wheni you
say "we shall give consideration"?

Mr. SA R,. The Congress.
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Senator VANDENBERG. Yes, but after you have bound rubber on
the free list it is bound there forever, unless the President takes it
off.

Mr. SAYRE. Yes, but, Senator, my whole point is when the time
comes to determine that question then we will have to determine
whether, let us say, there should be a tariff, whether there should be
Government subsidies, whether other forms of aid should be given
or not. If it does become evident that a tariff is the proper way to
deal with the matter, then we will have to consider the possible mod-
ification of the trade agreements. That is something that will have
to be brought-under consideration. The whole point is we do not
know yet whether synthetic rubber plants will need assistance.

Senator VANDENBERG. I agree with that. I am trying to visualize
the process set down textually in this law which we are asked to extend
and it seems to me under the text of this law the question of what shall
.be the ultimate destiny of these synthetic rubber plants is entirely at
the mercy of the Presidential wisdom indefinitely, unless Cogress
wants to exercise a right which Senator George says is inherent in it,
and which you agree is inherent in it but which, so far as the text of
this law is concerned, is not recognized, and, on the contrary, is very
definitely discouraging, to put it mildly. That is the point at which
our very profound disagreement arises. I do not see why it should
arise, because I think you would agree that the decision ais to the
future of our synthetic rubber industry in this countryis a legitimate
subject for the total Government's decision and 'not just for the
State Department's decision.

Mr. SAYRE. Well, of course, the whole drift of my remarks, sir, was
'that if Congress saw fit to secure the modification or termination of a
trade agreement there would be nothing to prevent Congress passing
a resolution and advising the President of that situation.

Senator VANDENnRG. But it would scare the world, you say, if we
would announce that.

Mr. SAYRE. I think it would not increase your power, and I think
it would be psychologically unfortunate to do so at this juncture.

(S nator VANDENBERG. Do you think we scared the world when the
Foreign Relations Committee of the Senate, by a unanimous bi-
partisan majority, notified the world that the promises made under
article VII 'of the master agreements made under the Lend-Lease
Act are in fact subjeet at all times to congressional review? Do you
think that seared the world?

Mr. SAYRr. No, but I do not'think those two cases are parallel, sir.
Senator VANDENBERG. I think they are parallel to this effect, that

your State Department proudly points to article VII of these master
agreements as illustrating the kind of objective you would like to reach
through the use of reciprocal trade agreements.
Tie CHAIRMAN. This says the Government of the United States

terminates it. This is the legislative power and not the executive
agency, as I see it.

Senator DANATER. May I ask some questions, 'Mr. Chairman?
The CHAIRMAN. Yes, Senator Danahor.
Senator DANAIVER, I would like to have you help me r, i Sayre.

Some of us who were not on the committee when this matter was up
in 1940 need enlightenment.. As I understand it, under the Consti-
tution, the Congress in 1930, let us say, had tariff-making powers.
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Mr. SAYRE. Yes, sir.
Senator DANAHER. It thereupon adopted what has come to be

known as the Smoot-flawley Tariff Act, which created certain stand-
ards by way of (luties on various articles for import. In the first
place, whenever you do grant a reduction of tariff up to 50 percent, you
grant this reduction against the schedules of the 1930 tariff act, don't
you?

Mr. SAYRE. That is generally correct.
Senator DANAHEn. That is the yardstick?
Mr. SAYE. Yes, sir.
Senator DANAHER. Now, then, we come along in 1934 and say,

"regardless of whether the Congress does or does not have the tariff-
making power, we are willing to name an agency to act in our behalf.
That agency will be the Executive operating through the State De-
partment, whecre there will be committees on reciprocity information,
committees on reciprocal tratde agreements"; is that correct?

The CHAIRMAN. May I go one step further? In the Tariff Act of
1930 we retained section 336 which gave to the President, on the
recommendation of the Tariff Commission, the authority to raise or
lower the tariff by not more than 50 percent. Then we came along
with the Trade Agreements Act.

Senator DANAHEn. All right. Now, in the Trade Agreements Act
we did delegate to the State Department, or at least to the President
on recommendation of the State Department, the power to make these
trade agreements; is that not so?

Mr. SAYR. Yes. That is, the delegation was to the President.
Senator DANAHri.E. Yes.
Mr. SAYE. And the President, of course, constitutionally conducts

foreign relations, I suppose, ordinarily through the Secretary of State.
Senator DANAHER. Yes.
Mr. SAYRE. In this particular instance with the assistance of the

other named departments. You remember section 4 of the act?
Senator DANAHER. Yes. Now, then, when we authorized the exe-

cution of an agreement, we authorized that agency in our behalf to
make an agreement for a period up to 3 years, did we not?

Mr. SAYEr. Yes.
Senator DANAHER. You could make 1t for a year, you could make it

for 2 years, and in some cases you did just that, is that not so?
Mr. SAYR. Yes.
Senator DANATRIE. And the maximum was 3 years?
Mr. SAYRE. That is correct.
Senator DANAHR. Now, the agreement having rte.-hed a termina-

tion date by its own terms, we, nonetheless, said it couird continue in
full force and effect, subject to later termination only upon 6 months'
notice; is that not so?

Mr. SAYR. That, of course, is provided for in the act.
Senator DANAIUR. Yes, but that is what they said?
Mr. SAYRE. Yes, that is, that the agreement may continue beyond

the 3-year period, but always subject to termination on 6 months'
notice.

Senator DANAHER. Now, then within the 3-year period, unless
there be discrimination by some foreign country against our imports
from that country, or our exports to that country, is there any provi-
sion for tortnination of the agreement?
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Mr. SAYRE. Yes, there is, sir. Under certain conditions; that is,
there are what have been termed "escape clauses."

Senator DANAHER. What are some of those, to illustrate?
Mr. SAYRE. I will turn to the Mexican trade agreement and point

to article XI.
Senator DANAiiER. All right.
Mr. SAYRE. Article XI provides:
If, as a result of unforeseen developments and of the concession granted on any

article enumerated and described in the schedules annexed to this agreement,
such article is being imported in such increased quantities and under such condi-
tions as to cause or threaten serious injury to domestic producers of like or similar
articles, the Government of either country shall be free to withdraw the conces-
sion, in whole or in part, or to modify it to the extent and for such time as may
be necessary to prevent such injury.

Then the article goes on to prescribe how that shall be done, and
giving to the other party the right to terminate the trade agreement
in whole if necessary, if it cannot agree to the withdrawal of the
concession.

Senator DANAHER. Now, then, suppose that these escape clauses
do not become operative under the conditions prescribed as in article
XI to which you referred, there is no power in the State Department
to terminate an agreement, is there? In other words, you intend to
bind the United States for not to exceed ) years.

Mr. SAYRE. If I understand you correctly, Senator, both parties,
when they make a broad agreement such as this, providing for re-
ciprocal concessions and for equal and fair treatment, nondiscrimi-
natory treatment, on both sides, hope and. expect that the agreement
will continue for an indefinite period.

Senator DANAHER. And do you at that point say that after we have
delegated the President to act in our behalf, in the particulars to
which we have had reference, and he does so, that the Congress can
still pass some joint resolution or some act which would repeal or
revoke the agreement that we have authorized you to make?

Mr. SAYRE. You mean before the expiration of the 3-year period?
Senator DANAuER. Yes.
Mr. SAYRE. I cannot conceive of Congress doing so. It would be,

of courA , violation of international good faith.
Senator DANAII. So would I think o, but do you think we have

any such power to do it?
Mr. SAYRE. I would hesitate to say you have no power to do so.

I cannot conceive of Congress doing so. Of course, Congress might
conceivably have the power to direct the President to violate inter-
national good faith. Whether or not he has the power, I will refer
that to some of the constitutional lawyers. I think that is academic.

Senator DANAHEIR. Now, let me go one step further, sir. Suppose
we do not renew this trade-agreements program at all, and therefore
that it terminates as of June 30, 1943, all the agreements which are
still in force continue, do they not, under their own terms?

Mr. SAYRE. Yes, sir.
Senator DANAHER. Do they also, continue for 6 months and

beyond?
Mr. SAYRE. They continue until the expiration of 6 months' notice

of termination.
Senator DANAHnE. Now, for all agreements to be negotiated com-

mencing July 1, 1943, and throughout the life of the extended act,
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were we to extend it, if we put in a clause in our trade agreements
thereafter negotiated that they shall be subject to reduction, or to
termination as of a certain date, let us say 6 months following the
cessation of hostilities in the present war, we then clearly would-have
reserved to ourselves the right, without a breach of international good
faith, say, to revoke the agreements, would we not?

Mr. SAYRE. We would, but by the same token, Senator, we would
also open the way to losing the advantage of that trade agreement so
far as getting down trade barriers against American exports is con-
cerned. We are deeply concerned in expanding and protecting our
American export trade. One of the very great difficulties we had
when we started negotiating these trade agreements was the welter
of discriminations all over the world. We were trying to build pro-
tection for American goods sent abroad. For example, American
goods had to pay in France a higher tariff than goods from other
countries. American goods had to pay in Canada a higher tariff
rate than goods from other countries. it was a terrific job to get
those tariff rates down to a minimum applicable to American export
goods. Now, by these trade agreements, we have secured, in the
great majority of cases, improved treatment, including nondiscrimina-
tory treatment for American export goods. Now, you terminate
those trade agreements and at once you subject our export trade to
high trade barriers and discrimination, and there has been such a
tendency toward these during the past 10 years that I do not believe
the American producers would look with favor upon the loss of trade
and protection against discrimination.

Senator DANAHER. Now, let me ask you another series of questions.
Over the past 10 years that the trade-agreements program has been in
effect we have negotiated some 30 trade agreements, as I recall it.

Mr. SAYRE. Thirty-one, I believe.
Senator DANAHER. There have been only five of them in the last

3 years, as I recall it. That is substantially correct, anyway.
Mr. SAYRE. I think that is not quite correct. You say, 5 years

ago?

Senator DANAHER. No; since 1940.
Mr. SAYRE. The last one, .you mean, when it became effective or

when it was signed?
Senator DANAIIER. Since we last extended the Trade Agreements

Act as of July 1, 1940, there have been only five, so far as I recall, up
to date.

Mr. SAYRE. Six agreements; the Argentina trade agreement became
effective November 15, 1941; the Cuban second supplementary agree-
ment became effective January 5, 1942; the trade agreement with
Peru, on July 29, 1942; the trade agreement with Uruguay, on Janu-
ary 1, 1943; that with Mexico, on January 30, 1943; the agreement
with Iran was signed only last month and has not yet become effective.

Senator DANAHER. Now, then, the only one of those which could be
said to implement previously existing trade agreements was the
second supplementary agreement with Cuba?

Mr. SAYRE. That is correct.
Senator DANAHER. Have we at any time entered into other supple-

mentary or extensory agreements vith countries which had been
bound to us prior to 1940?

Mr. SAYEr,. There was a second trade agreement negotiated with
Canada, and then there was a first supplementary agreement nego-
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tiated with Cuba, which became effective December 23, 1939, a
second supplementary-put it this way: A supplementary fox-fur
agreement negotiated with Canada that became effective December.
20, 1940, which replaced a previous supplementary agreement relating
to fox furs, effective January 1, 1940.

Senator DANAHER. So that actually, Doctor, you say outstanding
agreements to date have been running not only for 3 years or for the
original term, whatever it was, but for the periods thereafter under this
continued theory?

Mr. SAYRE. That is on tile 6-months' notice possibility.
Senator DANAHER. Yes. Therefore, if we were to limit the power

in this newly-to-be-extended act to the negotiation of agreements
which would be subject to revocation, say, at 6 months following the
cessation of hostilities, and put in a clause in the agreement to that
effect we most certainly could not then be said to be involved in any
breach of international good faith; is that not right?

Mr. SAYE. Of course, we would lose the protection that we want for
our American export trade if we were to do that.

Senator DANAHE U. If the war were to continue for the next 3 years,
where there is no field of competitive commercial international trade,
or at least i greatly retarded or reduced field, it would be practically
an academic question anyhow, would it not?

Mr. SAYRE. I do not think so, because there would be a great deal
of trade discrimination still which I fear we would suffer if we did not
have the protection of our equality of treatment or most-favored-
nation trade agreements.

Senator DANAHER. Is Russia discriminating against this country?
Mr. SAYER, So far as Russia is concerned, we have an agreement

with her, as you know.
Senator DANAHERR. Is she discriminating against us any place?
Mr. SAYRE. No, sir. Of course, Russia does not have tariffs in the

sense that other nations do. Russia, as you know, is on an altogether
different basis. Russia's foreign trade is entirely carried on'by the
Government. However, I would say that Russia is not discriminating
against American goods.

Seriator DANAHER. Is Great Britain discriminating against Ameri-
can goods?

Mr. SAYRn. No; because we have this trade agreement with her.
Senator TAFT. Is that due to her satisfying the Empire preferences

entirely?'
Mr. SAYuE. Not entirely 'the Empire preferences. We have

whittled the preferences down a considerable extent by the Canadian
and by the United Kingdom trade agreements, but we have not alto-
gether eliminated them.

Senator TAFT. If that is true then they do discriminate against us
to some extent.

Mr. SA mE. If you call Empire preferences a discrimination. Of
course, so far as the most-favored-nation provisions are concerned
there have been fairly well recognized exceptions which all the world
more or less recognizes as exceptions. Our trade with Cuba, for
instance, is not strictly on the most-favored-nation basis, and neither
are the Empire trading arrangements. There are certain fairly well
recognized exceptions. The answer to your question is clear, that
we have not eliminated the Empire preferences.
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Senator TAFT. Is that what Mr. Churchill was referring to in the'
Atlantic Charter?

Mr. SAYRE. We have gone quite a long way by means of our trade
agreements.

Senator DANAHER. Certainly the occupied countries are not
involved in any commerce with us.

Mr. SAYRE. There is actually no commerce taking place now as
between occupied France, the Netherlands, Belgium, and this
country.

Senator DANAHER. It is equally true that approximately 65 percent
of our total export trade already is bound under reciprocal-trade&
agreements with the countries with which we have already concluded
agreements. Therefore, what I am coming to is this: That if there
be any possible question of a lack of international good faith, were
we to act for our own protection over the period that the war con-
tinues, and if in fact we could properly protect ourselves by inserting
a clause in the agreements to be negotiated under this act, if it be
extended, it would be the height of common sense, it seems to me, to
accomplish that result.

Mr. SAYRE. But we would lose our guaranty of protection against
barriers and discrimination to American trade.

Senator DANAIIER. You mean they would not agree with us?
Mr. SAYRE. I mean if the trade agreement by which you protect

your American trade is subject to termination on 6 months' notice,
true enough you can abrogate the agreement, and so can the other
power.

Senator TAFT. You have in all these agreements that they can
terminate in 6 months and they have not terminated them yet, have
they?

Mr. SAYRE. That is true,
Senator DANAHEn, And further isn't it true that all exports today

are under export licenses and hence under the control of the Govern-
ment?

Mr. SAYRE. You mean exports from the United States?
Senator DANAHER, Yes.
Mr. SAYRE. I am unable to answer whether all of them are under

export licenses or not, 4
Senator DANAHEI. You cannot think of any that are not, can you?
Mr. SAYRE. No, I cannot.
Senator DANAHER. And the fact of the matter is that B. E. W. is

passing upon about 8,000 such applications a day; is that not so?
Mr. SAYRE. So far as I know.
Senator DANAHER. And they therefore decide what exports there

will be and to what countries they will be made, and so we have it
within our complete power on that basis and throughout the period
of the war at least, to protect ourselves in that field.

Mr. SAYRE. But we cannot protect against foreign discriminations
and trade barriers unless we have these agreements. That is my
point, sir.

Senator DANAiEE. Do you know of any foreign nation today
which does not want goods from the United States?

Mr. SAYRE. Well, yes, There are plenty of countries that restrict,
or would restrict, the importation of American goods.

Senator DANAHER. If we had anything to export and were export-
ing, and if there were commercial competition with other nations
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which normally are our competitors but are not now because of the
war, you could add all that, could you not?

Mr. SAYRE. Yes.
Senator DANAHER. Dr. Sayre, it seems to me that the interpretation

that has been suggested by some of my colleagues here to the effect
that the Congress has some overriding power to revoke an outstanding
agreement to which our good faith is pledged because we permitted
you to make it, it just is not so, and I do not believe the law today will
permit that.

Mr. SAYRE. I wonder if there would not be some misunderstanding,
Senator.

Senator DANAHER. I hope there is.
The CHAIRMAN. Cannot we terminate treaties?
Senator DANAHER. We can terminate treaties.
The CHAIRMAN. Have not we terminated treaties?
Senator DANAHER. I say without breach of international good

faith.
The CHAIRMAN. No, I do not admit that. Did not we terminate

our commercial treaty with Japan?
Senator DANAHER. Yes, but we did it in accordance with its terms.

We gave a notice of 6 months, did we not, Doctor?
Mr. SAYRE. Yes.
Senator DANAHER. I wish we had done it a lot earlier.
The CHAIRMAN. Why was notice given?
Senator DANAHER. Dr. Sayre perhaps can tell you that.
Mr. SAYRE. Because we were bound by treaty, as I remember it,

with Japan.
The CHAIRMAN, Congress took action, that is, it asked that it be

done.
Senator VANDENDERG. That was a treaty; that was not a trade

agreement. 0
The CHAIRMAN. 'I understand. If you can terminate a treaty,

you can terminate one of the trade agreements, if you want to do it.
The whole point is this, as I see it: There would be no point in making
a trade agreement if you do not make it for some definite period.
That is, you hope that the arrangement will be mutual, helpful, and
beneficial, that it would go on. But every one of these agreements in
the law definitely provides after the 3 years the trade agreements
shall be subject to termination thereafter upon not more than 6
months' notice.

Senator DANAHER. That is after 3 years, as the Senator says.
The CHAIRMAN. Yes. Do you want to make the trade agreements

and terminate them within the 3-year pQriod?
Senator DANAHER. I do not know. I am trying to find out from

Dr. Sayre.
The CHAIRMAN. If you do, you do not want to make any at all,

that is all I have got to say.
Senator DANAHEa. That does not follow.
The CHAIRMAN, It does follow.
Senator DANAHER. Let us see if it does. If we extend the power

for 3 years, up to the three hundred and sixty-fourth day of the third
year, you would have the power to negotiate a new, agreement which
would bind us for 3 additional years; would it not?

Mr. SAYRE. That would be possible.
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Senator DANAHER. Yes.
Mr. SAYRE. Of course, that is not likely in any way. I cannot

conceive of two governments doing that kind of thing, but I suppose
it would be legally possible.

Senator TAFT. Why not? Many governments broke the former
treaties and made new ones.

Mr. SAYRE. If this trade agreement is presumably satisfactory and
if the desire of both governments is to continue the agreement, I see
no reason why they should break it.

Senator TAFT. Conditions always change, and you may want to
make a new one.

Mr. SAYRE. Why make a new one?
Senator TAFT. BWcause conditions may change so much that you

may want a new one dealing with different products, and it seems to
be reasonable to make a new one.

Senator DANAHER. Or you may want to make a new one with a
country with which at this moment you have none.

Mr. SAYRE. That is quite possible.
Senator DANAHER. So that if we did incorporate into any extended

program a clause to the effect that we have the power, without any
breach of international good faith, to terminate as of a date, whatever
that date be, not later than 6 months following the cessation of
hostilities in the present war, we most certainly would be able to go
to any economic discussions at the peace table unfettered and without,
our hands tied, without everybody being able to say, "You are already
bound on these 1,180 schedules which you have already reduced."

The CHAIRMAN. How would we be bound if the other fellow is not
bound?

Senator DANAHER. The other fellow is bound,
The CHAIRMAN. If the other fellow is bound and he wants to stay

bound, that is up to him.
Senator TAFT. You said that the British treaty bound crude rubber

on the free list.
Mr. SAYRE. I believe so, sir.
The CHAIRMAN. Crude rubber is on the free list?
Senator TAFT. Crude rubber is oti the free list. Nobody wants

anything now, but when conditions changee we may want to protect
the synthetic rubber industry. I do not say we do want to protect
the synthetic rubber industry, but certainly we ought to have the
power to do it. Now, it is true we can terminate the British agreement
now in 6 months, but on July 29, 1942, you made an agreement witb
Peru in which I understand crude rubber is bound on the free list
until July 29, 1945, which may be 2 years afterward, or a year after
the war- is that not correct?

Mr. SAYRE. The initial period of the Peruvian agreement is for
only 2 years, until July 28, 1944.

Senator TAFT. That Peruvian treaty is still within the 3-year period
and you may make a now agreement with some other country pro-
ducing rubber up to 3 years from now, which would extend the
Peruvian treaty for 3 years from that time; that is the thing that
concerns me. I am concerned about having the right to terminate
that even at the end of the war or make the 3 years 1 year, If the
3 years had been 1 year I do not think any of these agreements
would be different from whIat they are today.
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Mr. SAYRE. Of course, Senator, in addition to being able to
terminate or renegotiate these agreements on comparatively short
notice if ma.,d: advisable by future developments, any future agree-
mnents will include appropriate safeguarding and escape clauses along
the lines of the provision in the recent Mexican agreement which says
that "If as the result of unforeseen developments and of the con-
cession granted omi any article enumerated and described in the sched-
ules annexed to this agreenmnt, such article is being imported in such
increased quantities and under such conditions as to cause or threaten
serious injury to domestic producers of like or similar articles * * *."

Senator TAFT. The fact you are going to have a lot of crude rubber
when the war ends, that is not unforeseen, you cannot apply the
escape clause to rubber. Tiat is only an example. I do not want
to make an issue particularly of rubber, but I am pointing out that
you are tying our hands when after the war, for a period of 2 or 3
years there may be many things we cannot do that I think we ought
to have the power to do, perhaps. I do not know; I am not sure.

Mr. SAYRiN. Of course Senator, in the making of trade agreements
we try to be very careful about just that kind of thing. That is, we
do not want to tie our hands in a way which may prove injurious, and
on the other hand we do want the other fellow bound, insofar as it is
possible to bind him, to grant favorable treatment to American
goods and not to discriminate against them.

Senator TAFT. My feeling is in the post-war economic conference
or deal, or trade, whatever you may call it, the United States would
be at a very considerable advantage. I do not think we will have
any trouble getting anybody to agree to treat our commerce in a
nondiscriminatory way, except the Axis, and we can make them do it.

Mr. SAYRE. I am not sure,
Senator TAFT. We hope.
Senator DANAHER. Let me ask just a couple of questions and then

with my very real thanks for your courteous cooperation, I wilt
desist. The other questions I have are these: First, do you feel it
is of the utmost importance that we achieve an international currency
stabilization?

Mr. SAYRE. I think that is part of this whole problem of post-war
trade. Without stabilization trade will suffer, but without trade
stabilization will be useless even if possible. I think they fit in
together, and are part of the larger picture.

Senator DANAHER. And therefore would we not be wise to relate
the two in our thinking now, to the end that the reciprocal trade
agreements program extension, or at least the life of the agreements,
be related to some post-war international stabilization?

Mr. SAYRE. I think they are both foundations for this whole struc-
ture of post-war trade if I get your idea, sir.

Senator DANAHER. Ies.
Mr. SAYRE. That is, if you do not have stabilized currencies, you

are not going to have the kind of trading which will stimulate and
build up employment, which are needed to help solve post-war eco-
nomic problems.

If you do not have stabilization trade will suffer and yet, on the
other hand, if you do not have trade stabilization will be meaningless.
One depends on the other. They go together.
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Senator DANAHEm Thank you. There is a related factor that it
seems to me we ought to be informed about. Particularly, before we
actually entere(l the war there was an increasing tide of information
coming to my notice that American capital was seeking investments
abroad, industrializing in areas where the manufacturers particularly
could be free of the restraint of the Wagner Act, social security and
unemployment compensation and oll the other protections which our
statutes give to American workers. Now, such capitalists are short-
sighted, in my opinion, in their efforts to escape the impact of laws for
our domestic welfare, but they were, nonetheless, able to exploit
foreign labor and get production at very inferior rates, pay your
reciprocal trade agreement duty and stil1, with the transportation
costs included, set their articles of commerce (lown on our shores to be
sold in our domestic markets. In fact, some of them were keeping
alive their domestic plants for 6 months, throwing their employees
off on W. P. A. for the other 6 months, giving the work to their
employees abroad.

Mr. SAYRE. You are referring to the branch plants?
Senator DANAHEII. Yes. I-ave you given attention to that phase

of our prol)holl?
Mr. SAYRE. We have, sir. Of course, as I need hardly point out,

the growth of branch plants was much stimulated by these high trade
barriers. That is, people were driven into branch plant building and
operation because of the very dilciult trade barriers. Now, so far as
our experience is concerned, there is a limit to that building of branch

nt DThe exchange control restriction is one such limitation.
Ia is, many American firms which built branches abroad found that
because of exchange control restrictions they could not bring their
profits back to this country. Again, there were increasing political
uncertainties of one kind or another. So, while that branch plant
building presented a problem some years ago, I think the problem is
not quite as active now because of present conditions as it was, but it
is a problem which we certainly must recognize.

Senator DANAHER. Are you able to tell us to what extent American
capitalhas industrialized onl the branch plant basis?

Mr. SAYRE. I believe the Department of Commerce did have some
figures, sir. I do not have them at my fingertips. I know a study
was made of it.I

Senator J)ANAHEn. Thank you very much, Doctor.
Senator WALSH. Dr. Sayre, has there been any analysis made of

these individual agreements? Are there data available to show what
particular commodities have had an increase in exportation and what
particular commodities from other countries have had an increase in
importation?

Mr. SAYRE. We have made a very careful study, sir, which we
went into at great length before the Committee on Ways and Means.

Senator WALSH. It seems to me it would be helpful if there was
available a report on each commodity or each agreement. Say that
the result of 5 years' operation of this treaty shows that we have
exported so many automobiles more than we did before, and there
have been imports from this country of a particular commodity in
larger volume, it would be helpful to have a report of that kind.

Mr. SAYRE. I would be very glad to insert some tables in the record,
Senator. I have them here, Of course, what we have tried to do is
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not simply to show the increase in exports, which would not tell the
whole story because there was an increase all over the world in the
export of American goods, both to trade-agreement and non-trade-
agreement countries, but our figures show how much greater is the
increase of American exports to countries with which trade agree-
ments have been made as compared to countries with which no trade
agreements have been made, and all of those figures are very, very
striking.

Senator WALSH. I will be glad to have you put them in the record.
Those figures relate to the total number of agreements and do not
relate to individual agreements'?

Mr. SAYRE. Yes.
Senator WALSH. You cannot say that as the result of our agree-

ment with Cuba, for example, there has been this increase in exports
and then an increase in imports of a particular commodity, can you?

Mr. SAYnn. Yes; and I will be glad to insert those in the record,
if you like.

Senator WALSH. I would like to see an analysis of these various
treaties for the purpose of determining how much we benefited from
foreign trade and how much these other countries have benefited by
their exports into this country, or our imports from their countries.

Mr. SAYE. Of course, you understand, Senator, if you simply show
the figures of American exports to Cuba, that does not tell the whole
story. In the tables to wbich I have referred there are figures of
American exports to all countries during certain years.

Senator WALSH. It might help to dissipate the argument somewhat
that the net operation of these treaties is to increase imports to the
disadvantage of American industry.

Mr. SAYRE. I would be very happy to insert them.
(The following statement was subsequently submitted by Mr.

Sayre:)
(Reprint from Commere Reports of February 17, 1940-issued by the Bureau of

Foreign and Domestic Commerce, U. S. Department of Commerce)
RESULTS UNDER THE RECIPROCAL TRADE AGREEMENTS PRoGRAM DURING 1939

Prepared by the Trade Agreements Unit, Bureau of Foreign and Domestic
Commerce

There are given below tables showing the trade of the United States with
trade-agreement countries and non-trade-agreement countries in 1939 compared
with 1938, as well as the average for the post-agreement years 1938 and 1939 com-
pared to the average for the pre-agreement years 1934 and 1935. In addition
to a summary table showing total trade with the two groups of countries, detailed
statistics are given covering trade with the agreement countries and the principal
nonagreement countries individually.. During December 1939 total United States exports reached the highest monthly
figure recorded since March 1930. The increase was particularly marked in
exports to the agreement countries, and as a result the statistics for the full year
1939 show an Increase of 8.1 percent for this group compared with 1938, whereas
for 11 months the increase was only 4.9 percent. In the case of the nonagreement
countries a decrease in exports of only 4.5 percent is shown for the full year,
compared to the decrease of 7.9 percent shown for 11 months.
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TABLE I.- United States trade with trade-agreement countries and with all other
countries, 1989 compared with 1988, and 1938-89 compared with 1984-85

[Values in millions of dollars]

Comparison of 1039 with 1038 Comparison of 1938-30 with 1034-35

Items Change 1034-35 1038-30 Change

value value average average
Value Percent value value Value Percent

Exports, including reexports

Total, trade.agreement countries, 11, 70 11,001 +142 ±8.1 2757 8 1,232 +475 +62,8
Total, nonagrcemcnt countries... 1,330 1,277 -59 -4.6 0 992 '1,300 +314 +31.7

Total, all countries ........ 3,004 3,177 +83 +2.7 2,208 3,130 +928 +42.0

General itm orts

'otl, trade-agrrement countries- 1 1 15 1 1,387 +233 +20.1 S 774 1842 +168 +21.6
Total, nonagreement countries... 805 031 +128 +15.6 772 808 +07 +12, 5

Total, all countries ........ 1,00 2,310 +3W +18-3 1,051 2,130 +208 +10.0

I Including the 18 countries (and colonies) with which agreements were in operation during the greater
part of the last 12 months, Only I of te agreements w5s In operation throughout 1035, 6 throtughout 1030,
14 by tho enl of 1030, 16 by the cod of 1037, 17 by the end of 103H, and 10 by the end of 1030, including the
agreenat with8 the United Kingdon (covering also Newfoundland and the nor.elf-governing British
colonss. ''hte agreettient concluded with Turkey became provisionally effective only on Mayo6, 1039, and
tile agreement with Venezuela only on Deo, 1039, Statistics for ties countries are therefore not In.
eluded in tho above calculations,

Irhoso figures do not Include Ecuador, the United Kingdom, Newfoundland and non-self. overning
iritish olonfes, 'rurltey, antI Venecucia with whin agreed nts have been conldded but where o period
during which the agreement has been in effect Is too short to Justify Incluson for purposes of comparison.

l The apparent 4 lseretranqyl slown by those figures in comparison with the other totals is duo to the non-
inclusion of trade WVitlh Ecuador and the United Kingdon and its Crown colotils.

GENERAL NOM-Pereentago changes have been calculated upon fuller figures In thousands of dollars.
Source: Latest records of Division of Foreign Trade Statistics, Bureau of Foreign and Domestic Cow.

Inerce.

87028-48----4



Exot icudn exot General import

ofefciedts ie 13 99 Percent- Percent- 1939 Percent-.
ae 1938 1939 1935 1939 I -""t 13 1939 Pecet

average averg value value averae average age valui le age 3
value value change value value chng chang M au

1,- percent percent Pecnec n
cutis---------- 757 122 +V2.8 [ .7,ss 1,901 +&.1 744 942[ +21-6, 1,155 L 387- +ect20.1

TO = _ ..................... Sept. 3,1934 63 49-8 - 76 82 +7-0 92 [ 105 +14-9 1I06 1- -. 7
Belgium .................. Mpy 1, 1935 54 31 .X 77 65 -16.1 33 52 +-1 42 63 +51.9 0Haiti -------------- u e 313 3. 4. 116 3 3 + . -Sweden.-.----------------------Au. 51935 36 so + M 7 64 97 +50.5 38 44 +16-1 4,5 42 -6-4

EM ------------- a. 1 96 4 1 +09.5 ! 62 80 +29-8 96 103 +7. 3 98 17 +9.8 WCanadg_ --.-.--------------------.....- do -------- 313 481 +53. 6 468 493 +5. 5 259 300 +15. 8 260 34 +30. 7
Netelad (including overseas

teri e ~ --------------. 7 M +M.4 16 17 23 9 35 -5_ 2 15 + ,2 ZNethaerlands in=e ---------- 31b W 50 9 +930.4 7 97 +0 351 30 -12. 6 31 29 8 &oNetherlnds ------- 1de ... 31 +12.8 28 35 +2&9 46 81 4-74.4 69 93 +52Nehrad tIdes -- 4 41 O 4 3S -- 03 11 20 +87- 8 21 20 -3 2
Sizrad2---------- b.1196 8 15 +811 1 19 +75-6 16 Z7 +70-.4 23 31 +329 "
Hnua------------ Ma Z196 6 6 +4.1 6 6 -7.6 7 6 -9.2 6 7 +23.5

Cooai - ---------- a D 93 2 4 115 4- 51 M5 49 49 +.,s 49 49 -
Fraee(InlM ingdud nes)'---o'oroer .......... , .. - o ... M 174 +.8 74 &3574+6. 14814 1999 + +34-4 66858 6l0 I76 89+11 10171 13. +26 +l 5

Nicearagua ----------------------- Oct. 1, 1936 6 2 4 +43-34 3 4 +Sa3-1 2, 3 +X 4 6 MFac poe -------- f- 1 5.357 14 12 + 58 6 589 -a+ 1 _17.8
Finland ----.-.-.----------.-.-.. Nov. %,1936 6 13I12$2 1 +12.1 2 II 717 1.1 1
El Savador --------------------- M'ay 31,1937 11 1 8.3 s 2 -- 14- 3 -
Costa RiE ---------------- 3 c.u"2,'97 4 4 +29.1 4 4 +18-3 4! 6 +69.0 6 7 +2 7

Aug......... 8 +179. 91 --21,36 3 J 1.
......... Kig o -------- j m 1 M() ---- 7 (4) (4) ----- 3 4 +3& 0

(4 1 ----- 2 505 -3."0 (4) ! (4) --- :------- 11S 150 +26.6
rtsNewfoundland ----------- ......... ..-........ . . do- -- (o. ....... 4) (4) .] () I ()......... 9 +1 2 () 4) - ---- 7 9 +31.3 '

Total, nonaremn coutries . .... .. 92 , 64 a=:i- 7,127 +14.1 (4),"7 (1)o ---------- + 1. 161 20 + &1

11 These fiue include Smrinam ('Duth Guiana), the trade with which is too smanl to warrant individual fisting.-

2 Unte mutstaifc sw only asma rin ofte acta txotestao Swizso erdpot of whichamd
Cuts There fore, tncud8Fch calonce sol n"betace ope i std sptoey. t wteln i~~ hog hr cutisadaesow seprt hs

emprContrie with -wh agreements have been concluded brot where the period during which the agreements have been in effect IS too Short to Justify MCIUS11on forpurposeIs Of

caesThe V at dis=~paucy sbmwn by these fgure in comparison with Other totals is due to the uoninchision of trade with Ecuador and the United Kingdom and its Crown

GX A NoZ. Percentage ehanges have been calclae upon fuller figures in thousands of dollars.

I;-

TABLE 2.-United States trade wit individual trade-agreement courdries---l 34-3,
[Values in millons of dollars]
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TABLE 3.-United States trade with individual nonagreement countries, 1931-39
[Values In millions of dollars, except those ihelogod In parentheses, which are in thousands of dollars)

Exports, Including reexports General Imports

Nonagreemnt 1 1138 1934 J938countries and and Per- Per- and and Per. Per-1935 1031 cent- 1038 10319 cent- 10510 eian 1038 1030 cont.aver- aver- ago value value age aver- aver- age value value ageage change change ace ace Change changeIau value Vluvalu

Total, nonagreoonent |countries .......... 1, . , 27 4.0 772 809 + 12.0 t 0 31+Moxico........ . 73 V 4 02 83 34.1 30 03 +33.4 40 0 +14,0
Panama (|neludIng 

41.
Canal Zone). 20 29 +40.7 24 33 +33.0 0 4 -14,2 4 4 +3.8

Do111111caln Ropu.43
lie .............. 11+20.7 0 7 +10.0 4 6 +32.0 0 +1.4Venezuela 07 +201.7 02 112 1I.5 22 22 +.2 20 24 +17.0Argentina ........... 4 71) +71,0 87 71 -18.1 47 01 +8.1 41 02 +02.1UrUguay ........... -17-2 + 7+1olivia ............. 4 t +24.7 e (261) +454.4 (80) +134.6Chllo1 ............... 13 20 0,15 20 27 +8,0 24 34 40.8 28 41 +44,1Peru..............11 18 +03.0N 17 19 +13,0 7 13 +00.0 13 14 +8.9A ustria I ............ 2.8 . (740)... .... ....... . ... .('cwehoslovakia1 3 27 4 -85,8 10 16 -n..5 20 4 -84.8lonniark..........13 24 +04 20 21 -3.8 3 4 +35,0 3 4 +14.1Germany .......... 100 77 -230 107 47 -,8 7 8 -20.2 6 2 -17Hungry I .. (.123) 3 $& 14 3 3 -1 3 2 4 +0(5,5 4 4 +19,2Ireland..7 18+154.3 27 10 -•1. (033) 1 +117.7 (018) 2 +74.5Norway..... .12 277+119, 23 32 +42.3 17 11) +11.7 10 2 38,2Poland find lan-zig I ............22 20 -0.1 25 10 -30.2 8 12 +03.1 13 11 -14.3Union of Soviet So.eiallst ltopubles 2 0 3+217, 70 07 - 18.7 J6 2A +02,7 24 20 +4.1Italy.............. 1N 1) -14, 0 59 +1,0 37 22 -40.8 41 40 -3.2Portugal ......... 10 + 11 1 -8.0 4 A +312 4 + 34........12 2. . 11) - 0 2 1 6.

4 reeo ........ . t) 137 1 2 13 0. 8
11111113 0 +t2. P 1. (041)1) 2 $279.1 2 2-3.0Yugoslavia...... (097) +21.0 2 3 +20.- 3 +10Iran............ 4 7 . - 442.

Turkey 2 ........ 4 11-+200. 13 8 -37.1 7 10+19.0 19 2 0 +4.8British India (in-cluding Burna) . 29 41 +40.4 3) 47 3 11 3 +7.1 00 17 +14.1philippino Islands. 00 
+0 1 17 02 03 t:7 04 02 -2.5China............. 4 3 50 M.7 4 54 .7 47 62 +305Kwantung.......... 4 11 -8. 3 2 -54.0 2 2 -4.9Japan ............ 207 23 +1 240 231 -3.4 130 144 +0.8 127 1 +27.2Australia ........... 0 15 +01 00 0 -10.8 12 12 1.8 0 1'+71. 1Now Zealand ...... 14 20 +78 23 17 -2. 5 0 +11,4 7 11 +10Egypt .............. 0 14 +57.3 13 14 +4.0 0 0 -34.0 a 7 47.2,Moroeo ........... 3 -4. 3 3-.0 (73) 1 +0.2 1 1 +5.7Union of SouthAfrica...........4 70 +41.7 70 09 -1.4 3 22 +006.3 10 20 +79.7Other nonlgro.-

ient countries 23 34 +00. 33 30 +5.9 10 27 +73.0 23 31 +36.0

I For satistloal purposes, trade with Austria beginning May 6, 1038, and trade with the Sudotan arebeginning Nov. 10, 1938, as far as asoertanabhle. has been Included with oerinany, while trade with tiaother Czeeno-Slovak Provinces occupied by Germiany, Hungary, and Poland has ieen Included with thosecountries since Mar. 1 or 19, 1939.Iteciprocal trade agreements with Turkey and Venezuela, became affective on May 5 and Dee. 10, 1030,reeletively.
Since Ag.'tg I, 1030,5a conmmerrial agreement has been In effect between the United States anld the Sovie'Unilon unde11r wht~ch the latter country expressed Ito Inltention to ,llr

-
e ...... u....v Amrica good. to thetvast~e at at lest $,0,000,t0 and, on its tart the United Slates undertook to eor to the commerce o theSoviet Union unconditional mnost-favred-nation treatment.OIgrieAL NOT,-Percntage changes have been calculated upon tuiler figuree 1n thousands of dollars.Sour": Latest records of Division of Foreign Trade Statistics, Bureau of Foreign and Domestic Com.

Ine rc.On tit aide of imports, both groups of countries also impr-ov ed their position
during December. Imports from trade-agreement countries for the htill year 1939
show an increase of 20.1 percent over 1938, compared to tho increase of 17.5percent shown for i1 months, and imports from nsonagreemo nt cotntries for thehill year show an increase of 18.a percent, compared to the increase of 13.2 percent

n shown for 11 months,.
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In the analysis of trade with the agreement and nonagreement countries during
the first 11 months of 1939, which was published in Commerce Iteports of January
20, 1940, appropriate comment wore made on the important changes that had
taken place in the composition and direction of the foreign trade of the United
States during that oriod. With few exceptions, these comments are equally
applicable to the 12-month period, most of the tendencies previously shown
having continued throughout December.

In the latter month exports of aircraft were valued at $28,900,000, compared to
only $5,700,000 in the same month of 1938, the total increase for the year com-
pared to 1938 having been $48,700,000. Exports of iron and steel semimanufae-
tures, including scrap, and of advanced iron and steel manufactures also showed
heavy increases In December which brought the total increase shown by these
groups for the year up to $57,700,000 against an increase of $39,800,000 for 11
months. For metal-working machinery, the iner'ease in exports for the year was
$15,800,000, compared to the increase of $12,700,000 for I months, and for
lubricating oils $22,100,000 compared to $14,700,000. Exports of passenger
cars and motortrucks and accessories continued to decline in December, showing
a decrease of $18,100,000 for the year, compared to the decrease of $12,300,000
for 11 months.

In the case of agricultural products, exports of raw cotton for 11 months were
$9,800,000 beow the cerresponding period of 1938, but the exceptional increase
of $24700,000 shown by Deember exports loft a net increase of $14,900,000 for
the fuil year compared to 1938. Also, in the case of corn, December shipments
were somewhat above the December 1938 level, thereby slightly reducing the
decrease that had been shown for the 11 months' period.

On the side of imports, the only major products showing an appreciablygreater rate of increase during December than appeared for the first 11 months
of 1939 were crude rubber and tin. For the full year, rubber imports increased
$48,500,000 over 1938, whereas for 11 months the increase was $34,500,000,while tin imports increased $25,700,000, against an increase of $17,00,006 for
11 months.Senator WALsH. There is another question along this line. If two
particular industries are operating in this countrymaking entirelydifferent commodities, and if you undertake to make an agreement
with a foreign country, do you consider that one du tr i ts not of
major consequence and another is of major consequence to ourcountry, and do you as a result make concessions to the foreign
country as against the smaller or lesser important industry in orderto get an increase in exports from this country of the other industry?

Mr. SAYl . Our viewpoint Senator, is entirely a national view-point. That is, we do not believe that it is our business to favor onesection of the country or one section of industry as against another;
we try to be absolutely impartial, absolutely fair. Now, what wetry to do, and I think we have succeeded in doing, is to Jop off theseexcessive tariffs in ways which will not injure any branch of American
industry, American agriculture.

Senator WALsH. I heard you say that before, but is not that the
exact point with the rest of the countries, in negotiating with them,that they do not want to increase exports from this country in com-
petition with their industry, and you are seeking to prevent importssrom ao there country that may be in competition with goods producedhere? Is not that their same point of view, and therefore do not you
have to reach a conclusion whereby you say this industry is not as
important as another industry and therefore make concessions?

Mr. SAmBE, I do not think so, Senator. Our whole effort is tolower those unjustifiable trade barriers which are not of profit or
advantage to anybody.

Senator WALSh You are seeking, as they are seeking, to increase

exports?Mr. SAYRE. To increase the foreign trade.
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Senator WALSH. To increase the foreign trade with this country.
They are seeking to increase foreign trade with their countries, are
they not?

Mr. SAYRE. We are seeking to increase foreign trade, both exports
and imports, under such conditions as not to injure competing domestic
producers.

Senator WALSH. It is a pretty delicate position that you are in, I
think.

Mr. SAYRE. I agree with you. The Senator knows that.
Senator' VANDENBERG. A good deal depends upon the point of view.
Mr. SAYRE. A good deal depends on how it is administered. I think

if the Secretary of State was a man who played politics or who began
favoring one section of the country as against another, then it would
be a disaster.

Senator VANDENBERG. If he were a free trader on the one hand and
you had a high protectionist on the other, you would have a totally
different administration of the act, would you not?

Mr. SAYR1ER. I think the proof of the 9 years' experience, in which
we have actually increased American foreign trade, both exports and
imports, strikingly and noticeably, as the statistics show, without
injuring any branch of American industry or agriculture, is the proof
of the pudding and shows that this program has been a practical pro-
gram, the most practical program for increasing trade and building a
system of nondiscrimination throughout the world that this country
has ever adopted.

The CHAIRMAN. Doctor, let me ask you a question. Some of our
farmer friends have made the flat assertion that there have been
reductions in duties on their products, that is, the products produced
by them, but not a single reduction of duties on articles which the
farmer bought, that is, on imports.

Mr. SAYiUH. I am not sure that I catch your point, Senator.
The CHAIRMAN. For instance, the statement has been made that

all the reductions were against the farmer and in favor of the manu-
facturer that the reductions let us say, on corn, or any other farm
commodity, that many of them had been made under these trade
agreements, but that there had been "no reduction of anything which
was brought in, which the farmer did not produce and which ie used.

Mr. SAYRE. That, I think, is based on a total misunderstanding
of the facts, sir. I have figures before me which disprove that striking-
ly. Of course, there were assertions which were bandied about that
farmers were suffering because of great imports of corn, because of
imports of wheat, and various other named commodities. Many of
these we have not touched in our trade agreements, have not lowered
the duty on them. Now, there is again the assertion principally
heard that the trade-agreements program is selling agriculture down
the river.

The CHAIRMAN' Yes; I heard that.
Mr. SA Y . As you iook at the statistics you see what the actual

facts are. Of course, American agriculture is peculiarly dependent
upon increasing foreign markets for agricultural surplus. Take our
cotton, take our wheat, take our rice take our tobacco, and so forth,
and so on we have great surpluses wfiich must be sold abroad. The
whole unaorlying problem really of American agriculture is how to
find foreign markets for those agricultural surpluses, Now, one of
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the objectives of the trade-agreements program, of course, is to increase
foreign markets for American exports. I have before me here figures
which show the increases in exports of American products.

Senator TAFT. Is that the farm products?
Mr. SAYE. I am going to read both farm products and nonfarm

products, to answer the question. These figures show th 12 comparison
between the 2-year average, 1934-35, as compared to 1938-39. Now
the increase of exports of agricultural products has beci 49.9 percent
to trade-agreement countries, and to non-trade-agreement countries
it has been a 26.4-percent decrease. That is to say, to the trade-
agreement countries we secured agricultural outlets to such an extent
that the agricultural exports increased practically 50 percent, whereas
to the non-trade-agreement countries the agricultural exports decreased
26.4 percent. In other words, to those trade-agreement countries we
secured increased outlets for agricultural goods to the extent of the
percentage that I gave you.

The CHAIRMAN. I understand that.
Senator TAFT. Mr. Chairman, I just question that conclusion.

The figures do not prove anything, because we do not know what
countries they are why they took them, why they increased or why
they decreased. Unless you study the whole question, it does not
seem to me that any of these figures of what has gone to trade-agree-
ment or non-trade-agreement countries proves anything.

Mr. SAYRE. If statistics are properly chosen I agree you can prove
almost anything by them, but may I give you my word from multi-
tudinous angles we have found that the trade has actually increased
to trade-agreement countries strikingly more than to non-trade-
agreement countries. We have all kinds of statistics on that.

Senator TAFT. In increasing imports to this country, I notice the
figures I have seen show from 1923 to 1928 an average of about
$4,000,000,000 of .imports into the United States, and with all the
trade agreements we nevergot up beyond an average of about $2,400,-
000,000 before the war. You are comparing those figures with 1934-
35, but suppose you go back to 1927-28, then you would show a great
decrease in all countries in the export of agricultural products, is not
that correct?

Mr. SAYRE. I think so, sir. Just let me verify that. I have the
figures here, the figures on agricultural exports and imports, if I can
turn my finger to it.

The CHAIRMAN. Doctor, the point I was trying to get at was
simply this, that the farmer has been informed that the duty has not
been changed at all on anything that he buys. Is that a correct
statement?

Mr. SAYRE. No; that is not true, pir.
Senator TAFT. I do not want to go into this, Mr. Chairman. I

withdrew the question. Put in the record whatever you like.
Senator DAVIS. Mr. Chairman, I would like to ask a question.
The CHAIRMAN. All right Senator Davis,
Senator DAVIS. Most of the questions I was about to ask have been ,

asked here by other distinguished gentlemen, but I would like to know
this: In your statement you made at the opening of your address here
before the committee, to the effect that a number of trade unions, you
said, have endorsed your program, and labor men have endorsed your
program, I would like to know who they were.
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Mr. SAYnE. William Green has, sir. He made a statement before
the Ways and Means Committee on behalf of the A. F. of L,

Senator'DAVIS. He did make that on behalf of the A. F. of L.?
Mr. SAYn,. I believe so.
Senator DAVIS. I understand he just made it for himself personally,

and that the executive council of the A. F. of 14. that represents the
organization throughout the country is directing one of their members
to come here and testify that they are opposed to the trade agreements.

Mr. SAYRE. I think his statement speaks for itself, sir.
Senator DAVIS. I looked into the record before the House, I read

the number of questions. The only other trade organization I could
see, that made any statement before the committee, is the Waltham,
Mass., Watch Workers Organization.

Senator TAFT. You mean the labor side of it?
Senator DAVIS. The labor side of it; yes.
Mr. SAYRE. The C. 1. 0. group also testified.
Senator DAVIS. Who was it testified for the C. I. 0.?
Mr. SAYm. They made a statement. I will correct that. They

made a statement 6ut did not appeal'.
Senator DAVIS. Did they sign the statement?
Mr. SAYRE. I do not know.
Senator DAVIS. There is another question I would like to ask.

There has been submitted to me-and, of course, it does not apply now
to Japan, because we are at war with Japan, but a tariff reduction of
50 percent levied on imports from England, the wages came between
65 and 70 percent, and in some other countries from 30 to 35 percent,
as against comparable imports the wages, for instance, in Japan were
only about 10 percent of the wages in this country. That great
dif erence seems to me discriminates against the workers in the United
States. I am referring to similar countries to Japan. The question
I propounded here was in regard to Japan when we were not at war
with each other--in normal times. The favored-nation clause with
Great Britain would apply to Japan just as well, would it not, with
that differential in wages, as 1 pointed out to you awhile ago? I saw
in 1938 the most modern sheet and titi-plate mill in the world produc-
ing tin-plate there, where the wages were at a differential of 25 to 30
and 40 percent.

We know you make it in Pittsburgh, we know you make it in
Chicago and other cities, but we know that the transportation from
these mills that I have in mind is very little to get to the seaboard,
and the transportation from Britain to New York City into that par-
ticular market is cheaper than it is by paying freight on it to go from
Pittsburgh down to Chicago. That same thing applies to the Pacific
coast, to the canning industry on the Pacific coast. I do not know
what you would do under those circumstances, and I would appre-
ciate it very much if you would tell me whether you have got escape
clauses to provide for those things that will be favorable to us?

Mr. SAYREm. If I understands correctly your question, Senator, it is,
How can we protect the American standard of living against cheap
oriental labor, against goods made by cheap oriental labor?

Senator DAVIS. That is right; with this differential that I pointed
out to you.

Mr. SAYRi. Be pardon?
Senator DAVIS. With this differential in the wages.
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Senator TAFT. And under the most-favored-nation clause.
Senator DAVIs. Yes; under the most-favored-nation clause. That

is the one thing that disturbs me about the reciprocal trade agree-
ments. Like Senator Taft said, and some of the other members, I
would like, inasmuch as we are in a war, to get some sort of a picture,
some sort of foundation in order to vote for this bill when it comes on
the floor of the Senate, but I cannot do it when the workmen of
America are going to be put in jeopardy.

Mr. SAYRE. Of course, so far as Japan is concerned, Japan is out
of the running now, but I understand your question.

' our question is really how can we afford to extend the most-
favored-nation treatment to countries which have oriental, cheaply
paid labor making goods in competition with American goods.

Senator DAVIs. That is right.
Mr. SAYRE. I think the answer, Senator, is this, that although the

money wages are manifestly higher in this country than in oriental
countries, and although the American standard of living is higher,
manifestly, in this country than in oriental countries, yet in order to
determine the problem which you put one must estimate the cost in
labor hours of a unit of production. For instance, if in America we
can produce, let us say, a given unit by far less labor hours than in
Jupt,-x that same unit can be produced, then we can afford to pay our
labor far more than the Japanese and yet undersell their product.,

Senator DAVIS. Yes; but if the Japanese have the same modern
machinery that we have, and they work the same number of hours to
produce it, and there is that great difference in wages, that is the point
i want to get at. Let us omit Japan now, and take Britain, for
instance, with Britain producing at a differential of 35 or 40 percent
in wages.

Mr. SAYRE. Of course, in Britain you have a much higher paid
labor than in Japan.

Senator DAvIS. That is correct, but even assuming that now.
Mr. SAYRE. Yes. Let me go back to Japan just a moment, ond

then I will come back to Britain.
Senator ]Pxvis. All right.
Mr. SAYR. Even in Japan where labor was paid a few cents a day

do you remember that at times America actually exported rice and
sold it in Japan? Why is it that America can sell on international
markets, world markets, goods in competition and undersell the
products of the labor of oriental countries? Isn't it because through
our mass-production methods in America, through our greater amount
of capital, through our great natural resources, through our in-
ventiveness and the genius of American labor, we can produce with
far less labor hours the same products that are produced in other
countries, and by producing them with far less labor hours we can
pay that lesser number of laborers higher wages, higher real wages,
and yet undersell the product?

Senator TAFT. Dr. Sayre, I absolutely deny the fact that you
stated. That simply is not true. You take the branch plants,
they were established by American capitalists and they could under-
sell our own plants and bring the stuff in here. You said it was being
discouraged because there were exchange difficulties, that they could
not get the profits into this country, but supposing the capital of
England does the same thing, the capital of Japan or the capital of
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somewhere else buys from us this mass-production machinery, surely
they can undersell us.

Mr. SAYE. They have not undersold us in commodity after
commodity which one might name.

Senator TAFT. They haven't gotten to that point where they need
to. Russia set up some modern plants, but they needed all the output
for Russia.

Mr. SAYRE. In world markets one could name commodity after
commodity where foreign competition, with all the cheaply paid
labor, has not been able to undersell us.

Senator TAFT. That is only because they have not gone ahead on
this global theory. We are going to help them now to obtain all the
modern machinery and put the people to work.

Mr. SAYRE. Even when they do I still bank on the American
genius.

Senator TAFT. As long as the people will accept a lower standard
of living it seems to me the competition will be against us. Take this
simple example that they ran into down in Puerto Rico. We raised
the minimum wage of the Puerto Ricans who were engaged in the
needlework industry, and they immediately moved their plants,
which do not take a great deal of capital, and there is absolutely no
way to maintain the needlework industry in Puerto Rico in time of
peace, and they do not have anything like our standard of living-I
think they are only paid half of the United States minimum wage-
and they cannot do it in competition with the Philippines and China.
There is a case where the labor is just as good in China and the
Philippines as in Puerto Rico.

Mr. SAYRE. The needlework is very fine in China.
Senator TAFT. I do not see how we can hope to get the effect of

our minimum wage laws and other measures to increase our standard
of living unless we at the same time protect them against foreign
competition.

Mr. SAYE. Of course, it all depends upon specific facts relating to
the trade, the industry, and the needs and characteristics of the
particular branch of production.

Senator TAFT. All I want to say on this is that we do not want
really to argue the general free trade and'protection question here.

Mr. SAYRE. No.
Senator TAFT. All of us are willing to say during the war the tariff

is uncertain; I mean it has very little effect. 1 do not want to be
understood by not raising the questions as agreeing to a great many
of the statements that you made in your opening statement. I just
want that on the record.

I do want to ask one other thing. As I say, the question as to who
shall revoke these treaties that we have discussedhas taken a good
deal of the discussion, but it seems to me we are getting ourselves in a
serious situation in this post-war conference if we leave in there that
3-year provision with power to make a binding treaty for 3 years after
the war. I do not see what would be the disadvantage of making
the treaties for a period of 1 year and indefinitely on until revoked.
If the act originally had been for 1 year, don't you think it would have
worked out exactly the way it has worked out?

Mr. SAYR. Of course, that is a suppositious question. What we
have been trying to do in this trade-agreement program has been to
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build another method of international world trading to reduce trade
barriers and discriminations which were engulfing the world during
the 1930's. Unless we build on that principle of reduced barriers and
nondiscrimination, equal treatment to all, I think we are going to get
back again into the morass that drove us, as I see it, into the Second
World War.

Senator TAFT. I understand that, but if you made it revocable at
the end of 6 months after the cessation of hostilities, that is no more
than suggesting another escape clause in your agreements practically,
because conditions in the post-war period are so different from what
they are today, what they have been in the past. We ought to have
the right to revoke those treaties when those conditions do change
as they will necessarily, within 6 mouths after the war.

Mr. SAYRE.. But I am awfully eager to bind those foreign nations
to this more liberal economic nondiscriminatory system of trading.
If you make these agreements terminable 6 months after the war
you may again get into this avalanche of trade restrictions that
were built up following the First World War.

Senator TAFT. You say you are not going to renew them, but if
they can revoke a great bulk of the treaties 6 months after the war
they can revoke them now on 6 months' notice, unless you are con-
templating making all the treaties over so as to tic up all the countries
just before the end of the war.I Mr. SAYRE. We are not, sir; we are not. I think if Congress now
provided that trade agreements should be terminable 6 months after.
the making, you would make less firm the ground for this more
liberal system, this nondiscriminatory system of which I spoke, and
which I think is the essential and all-important basis upon which to
build the peace settlements.

Senator TAFT. I have only one other question, Dr. Sayre. Secre-
tary Hull in the House testified that reductions made this far affect
63 percent, or nearW two-thirds of our dutiable imports, and that the
63 percent that had been affected had been reduced by 43 percent.
In other words, the 63 percent of items have been reduced to 57 per-
cent of normal. Don't you think if we continue this very long it
practically is equivalent to reducing the tariff 50 percent on the
Smoot-Hawley rates, and are not we rapidly reaching the point, and
is not that the practical effect, the ultimate effect, of the trade-agree-
ments programs, as far as we ourselves are concerned?

Mr. S9AYRE. If that can be done without injury to the American
domestic producers, then I would go with you. I know that it is not
in Secretary Hull's mind to take steps which would result in injury
to American domestic producers.

Senator VANDENBERG. How about Henry Wallace?
Mr. SAYRE. Who?
Senator VANDENBERG. Henry Wallace.
Mr. SAYRE. I do not believe, and I do not think the Vice President

believes, that the act means 50-percent free trade.
I Senator DAyIs, Dr. Sayre, don't you think that the productive
powers now in these countries, especially those that we are at war
with, Germany and Italy, the small industrial works that Italy has,
and Japan, and especially in the Manchurian district of China that
the Japs have taken over, and Manchuria which they are modernizing,when they are prepared to go in operation, will not the competition
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be more keen and the American wage system will be sort of jeopard-
ized when they can produce in competition with us, unless we have
the proper protection here for them?

Mr. SAYRE. I do not believe so, sir. I believe at the end of the
war the enemy countries will be in a state of utter collapse, and I
think it will be some time before they can produce in a way which will
compete heavily against our own country.

Senator DAvis. Japan has some of the most modern mills, and also
some of the small mills in which they can operate, and with their great
,differential in wages, if we are going to try to pacify them after this
war is over, I do not see how-weeoanonpete at all on the Pacific
,coast. Then what woua! the people do on the cific coast, and what
would the people do,,up in other parts of the country? Henry Kaiser
started a good dpal of work out there, and the Bethlehem Steel in
Seattle, and those other developments on the Pacific coast, I do not
believe they will have a chancQ at alt to compete with thlcompetition
they will haye from Asih.. ,,

Mr. SAY1AI. I think ,sir, it will be some tifme before the enemy coun-
tries afterithe war wil be able to, center' into competition, because I
suspect they will be in sdchilttr collapse, I amjspeeulating. Nobody
knows. It depends on how,the war ends, how rapidly the,enemy
collapses., be ntrou ind ustrial

Senator DAVIs. You. probably have beon -throu~ h the
works ial'Germanyi I 14

Mr. SAxiRE. I have beer*i in Japanktqo., k,
Senator DAvis. i know 1 have ,beel iw practically' every large

industrial, organization ,in Gerian3 lad I know4heir mach nery is
equal to thl machinery that we have in the United states. JI do not
know what -their productive powers tre now, I aninformed,$hat they
are not equd, to the United Ohtes nQw.

Mr. SAYRiitOf course 4aaoou knpw, sit either wio' Germany,
nor with Italy,' rtr with dapan werObwe able to make trq4e agreements
before the war bi.e out, because they were unwillWg to go with us
in this nondiscrimina.gy structure that I have soften been referring
to. Whether they wi 9;a the war I do 4otfow. If they do, it
will be a great thing gained, afidif'they' d6 ot there will be no making
of any agreement with them.

Senator DAvIs. Competition was great with Japan on the question
of producing even an American flag. If you attended a dinner they
presented you with an American flag, and if you turned the corner of
it up you saw "Made in Japan." If we cannot compete with them
in making our own flags, what are we going to do in the other lines
of business?

Senator MILLIKIN. Mr. Chairman, may I ask a question, please?
The CHAIRMAN. Yes, Senator.
Senator MILLIKIN. Dr. Sayre, I think most everyone within con-

stitutional limitations and possibly other safeguards, would like to
-see a better state of*world cooperation after this war is over. Now,
it seems to me that we have several chips in that game. We have
gold, we have silver, we have armies in the field, we will have certain
moral inspirations to offer, we will also have trade relations. Why
should we put those chips out on the table before we know who is
going to play in the game, what the cards are going to be? Why
,should not we.preserve some sensible limitation that will enable us to
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sit there and trade with the hardest trades in the world, with our chips
in our hands, where we will not get ready to commit them until we
know what the game is going to be, who is going to play the game and
what the hands are that the various people hold?

Mr. SAYRE. My own feeling is that we ought to insure our position
as against the kind of thing following the Second World War which
followed the First World War. You remember what a tremendous
wave of economic isolation, economic nationalism swept the world
following the First World War.

Senator TAFT. I do not care about that. It seems to me 1920 was
a very cooperative period, with higher trade than we ever enjoyed at
any time before or since, and a marked participation in America in the
Dawes plan, in the Young plan, in every possible way to work out
the economic problems of Europe. I dispute the premise on which
this whole story is based.

Senator MILLIKIN. It seems to me, Doctor, if this system is a
helpful system it is mutually helpful, and therefore it is something
that is highly desirable by the other parties to the trade, and there-
fore it is a card or a chip that we have to play, and it seems to me we
should not precommit that card, we should not precommit that chip
prior to the time that we know what the game is, who is going to sit
in it the cards and the chips that they have in their hands.

Mr. SAYRE. Yes; but don't you believe that American export trade
should be so guarded against the kind of discriminations which were
built up against it following the First World War?

Senator MILLIKIN. I am just pursuing the premise that I started out,
that world cooperation is desirable, that we should retain within our
own hands every instrumentality for achieving it at the time that we
can achieve something, if it can be achieved, and that that is one of
the cards, one of the blue chips.

Mr. SAYRE. My point is that we have got to build up this system of
economic cooperation if we are going to win the peace which follows
the Second World War. Now, to do that, to secure economic coopera-
tion we have got to agree on nondiscrimination as against foreign
goods just as we ask for nondiscrimination as against American
goods.

Senator MILLIKIN. Doctor, I should like to suggest, as hateful as
the thought is, that the time may come at the peace table when we
might say we will not cooperate with this, that or the other nation
with whom we now have trade treaties unless they do so and so and so,
and we refuse to cooperate.

Mr. SAYRE. And that refusal to cooperate, I greatly fear, would set
the stage for the kind of history which followed the First World War.

Senator MILLIKIN. I suggest that we do not go into that peace con-
ference with sanctions; we will get nothing out of it. I say this is one,
of our sanctions.

Mr. SAYRE. I think nobody is arguing against sanctions, but I think
entering into agreements against discrimination, agreements for fair
treatment all along the line of international trade, against the kind of
discriminatory practices which helped to set the stage for the Second
World War, unless we build the stage for cooperation and fair treat-
ment, unless we insure our position, we are running grave dangers of
repeating the mistakes which wrei made following the First World
' a r , , . , i , , , , , , ,
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The CHAIRMAN. If there are no other questions, Doctor, we thank
you very much.

Senator BUTLER. Mr. Chairman, just one or two very simple
,questions.

The CHAIRMAN. Senator Butler.
Senator BUTLER. We have, I think, 30 or 31 agreements, so far as

we are concerned with, and all of them carry the so-called favored-
nation clause. Is that right, Doctor?

Mr. SAYRE. Yes; except for the Cuban agreements, they all contain
the most-favored-nation clause.

Senator BUTLER. Now, is there, on the part of the other contracting
parties, uniformity in that respect?

Mr. SAYRE. Absolutely.
Senator BUTLER. And any treaty that they make with us is appli-

cable to all the others on their part?
Mr. SAYRE. These trade agreements provide that there shall be no

discrimination of one against the goods of the other, that there shall
be equality on both sides. I will read them to you if you are interested.
The same provisions are applicable to both sides.

Senator VANDENBERG. That is not the question.
Senator BUTLED. No; I am not asking that question.
Take the treaty with the Argentine, if we agree on a certain rate

on a certain article and Argentina is shipping the same article to
several other countries, do they make the same rate to them they make
to us? Are they obliged to do that?

Senator VANDENBERG. They generalize the same as we do.
Mr. SAYRE. Yes; these provisions are to the effect that all the com-

modities covered in the schedule shall be admitted at such and such a
rate and that the rate shall be no higher than that charged against
similar goods from any other country.

Senator VANDENBERG. I do not think that is an answer to the
Senator's question.

Mr. SAYRE. Maybe I did not get it.
Senator VANDENBERG. If we grant to Argentina a favor, we have

to generalize to all the favored nations don't we?
Mr. SAYRE. Of course, we do under our policy, we do to everybody

who does not discriminate against us.
Senator VANDENBERG. Is Argentina required to generalize to

everybody else the advantages, say, that come to us in a given trade?
Mr. SAYRE. If she makes a reduction in a tariff rate to an American

commodity, for instance, she cannot grant a lower rate to another
nation without violating the agreement.

Senator VANDENBERG. Does she have to give that same reduction
to everybody else?

Mr. SAYRE. Might she charge a higher rate against some other
country?

Senator VANDENBERG. Yes.
Mr. SAYRE. That is a matter of policy, whether she chooses to do so.
Senator BUTLER. That is the part I was trying to get at.
Senator TAFT. Do you know what the policy is with these different

countries? How many of them take the same position as the United
States?
I Senator BUTLER. IS there any single one of the 30 nations that

follows the same policy that we do in that respect, or are we the
only one?
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Mr. SAYRE. No; the great majority of nations follow the most-
favored-nation policy.

Senator BUTLER. They do as regards to us. Now, our agreements
are made by executive action which is not subject to legislative
approval but to executive approval. How many of the 30 nations
execute the agreement with us in a like manner, and how many of
them are subject to legislative approval?

Mr. SAYRE. There are very few of them in which the parliament
has granted to the executive such powers as are granted by Congress
to the President under the Trade Agreements Act. In many of the
nations you have parliamentary responsibility. In the case of no
trade agreement has there been any refusal by the other power to
approve the agreement as negotiated. In every one the parliament
has given ratification or sanction of the agreement where needed.
That, of course, is very different from our constitutional set-up.
In our country, as you know, very few, in fact in our whole history
only three tariff treaties have secured Senate ratification and actually
entered into effect.

Senator TAFT. Won't you make it four, the cut in the Second
Canadian Treaty? The Canadians may not have approved it but
we did.

Mr. SAYE. Yes.
Senator BUTLER. Now, as to the cancelation clause, we have spent

most of the day here talking about our power to cancel.
Mr. SAYRE. These escape clauses, you mean?
Senator BUTLER. Yes. If Argentina or some of the other 30 nations,

wanted to cancel, is it the same proceeding with them as with us?
Mr. SAYRE. Yes.
Senator BUTLER. They could give a 6-months' notice to quit at

any time?
Mr. SAYRE. Yes. The provisions are reciprocal on both sides.
Senator BUTLER. We do not think any the less of them because

they have got that privilege.
Mr. SAYRE. The trade agreement itself provides that either party

shall, on 6 months' notice have the right to terminate after the
running of the 3-year or other initial period.

Senator VANDENBERG. I suppose it is an axiom in your thinking,
Dr. Sayre. When you constantly repeat Congress has heretofore been
reluctant to ratify some of these ancient trade agreements, I suppose
it is an axiom in your thinking that any time Congress plans to ratify a
trade agreement it is wrong?

Mr. SAYER . No;I haven't for one moment passed on the wisdom or
the propriety or the justice of these failures to ratify. What I have
said has simply been that as a practical method for getting things
done experience does not seem to show that it has worked too well.
I was just looking at the question of what is practicable.

Senator VANDENBERG. From your viewpoint.
Mr. SAYRE. No; from the point of view of expanding foreign trade.

I do say that not much foreign trade has been expanded by treaties
ratified by the Senate in the past 100 years. I do say American
foreign trade has been strikingly expanded and promo ted by trade
agreements in the last 9 years.

Senator VANDENBERG. At least it has been expanded (luring the
last 9 years, you say?
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Mr. SAYRE. It has been expanded during the last 9 years much
more rapidly with the trade-agreement countries than with the
non-trade-agreement countries.

Senator VANDENBERG. They are the only countries with which we
have much trade anyway.

Mr. SAYRE. No, sir.
Senator TAFT. I want to ask you in regard to your table. That

has reductions relating to 1934-35. They are related also to the
time that these treaties went into effect, and how much of this in-
crease occurred before the treaties went into effect and how much
afterward?

Mr. SAYRE. The comparison is of trade in 1938-39 with trade in
1934-35, when only a few agreements had become effective.

Senator TAFT. The figures are in the House record, are they?
Mr. SAYRE. They are, sir. Then, we have comparisons also as

between 1939-40, and a lot of different comparisons, sir.
Senator TAFT. I wonder if, for instance, you had 1934-35, and then

the treaty was made in 1937, whether you claimed all the increase in
1934-35 up to 1937 as well as that after 1937, or whether the figures
are based on what happened since the making of the treaty.

Mr. SAYRE. The figures compare total trade with agreement and
nonagreement countries in 1938-39, during which period 16 agreements
were in effect, with such trade in 1934-35, when only a few agreements
had been entered into.

Senator MILLIKIN. Mr. Chairman, may I ask one more question?
The CHAIRMAN. Yes, Senator.
Senator MILLIKIN. In this question of injuring the domestic pro-

ducers, that is a relative test, is it not?
Any time you allow a comparative product to come into the country

there is injury to the domestic producer?
Mr. SAYRE. No, sir.
Senator MILLIKIN. Will you explain that?
Mr. SAYRE. There are many goods that we do not produce in this

country.
Senator MILLIKIN. Take a parallel product, one that we do produce

in this country.
Mr. SAYRE. There again it depends on your markets. I think

there is a very current misconception that markets are static or fixed,
and that whenever a competing foreign product comes in you bar or
eliminate an equal amount of American labor which might have been
employed in the production of that product.

Senator MILLIKIN. Is that not true, unless there is a shortage?
Mr. SAYRE. That is quite a misconception, Senator. Markets

repeatedly expand and contract, There have been some very striking
figures which the Tariff Commission gathered showing that as trade
expands, as you have increased exports and imports, so money wages
to industrial workers increase, .so employment increases, so agricul-
tural income increases, and that when, on the other hand, your
foreign trade drops off, as it did between 1929 and 1932, at the same
time your employment drops off, your money wages drop off, your
incomes to the agriculturists drop off. I have charts here which
show in a striking way the correlation between those factors.

Senator MILLIKIN. I do not want to go into the charts. But do
those charts show that where there is a surplus of a given product on
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our domestic market that an importation of the same product does
not injure our domestic producer?

Mr. SAYRE. If there is a surplus? The point I am trying to make
is when you have brisk trade, unhindered by trade barriers, that is
the time your mills run, your domestic sales increase, your foreign
imports and exports increase

Senator MILLIKIN. I admit if there is a shortage you might not
have a demonstrable injury if we have imports, but I am asking you
if you have anything to show if there is a surplus the importation of a
comparable product into this country does not injure our domestic
producer. If you have I certainly would like to see it.

Mr. SAYR,. Of course, when you have the surplus you do not get
the importations. Surpluses mean depressed prices ordinarily. You
are not going to have foreigners shipping goods in with depressed
prices.

Senator MILLIKIN. It depends entirely on the differential.
Mr. SAYRE. There may be exceptional cases, but ordinarily it

seems to work that way.
Senator MILLIKIN. So that injury, in your thinking, may be, you

might say, a relative term?
Mr. SAYRE. I would say so in the ordinary case of imports. In

the first place, a great quantity of imports are noncompetitive, as you
recognize of course. Competitive commodities of imports are not
likely to be gerat, if you have a surplus domestic production.

Senator MILLIKIN. The imports themselves could create a surplus.
Mr. SAYRE. Of course, there may be imports which do injure, and

that is the kind of thing which we are trying to prevent under the
operation of the trade agreements.

Senator MILLIKIN. Does notthe importation of any parallel product
tend to create a surplus in the market?

Mr. SAYRE. It all depends on the local condition.
Senator MILLIKIM. So that injury to business may be entirely rela-

tive such as cutting a man's five fingers off as distinguished from slash-
ing his throat from ear to ear.

Mr. SAYRE. In the trade-agreements program we try not to make
concessions which are injurious. That is painstakingly done.

Senator MILLIKIN. I hope you remember that the next time I come
around to argue the wool situation with you.

The CHAIRMAN. If there are no further questions, Doctor, we thank
you very much.

Are there any other witnesses who desire to be heard?
Senator VANDENBERG. There are some witnesses who may desire

to be heard, Mr. Chairman, depending upon developments.
The CHAIRMAN. I mean who are in tle room here now.
Senator VANDENBERG. Yes, sir; there are some in the room, but

I do not think they wish to be heard this evening.
The CHAIRMAN. I think the only thing is to meet tomorrow at 10

o'clock. If there is to be testimony given tomorrow morning it will
have to be restricted a good deal, and any witness who may wish to
do so will have the privilege to file a brief with the committee. The
committee will be glad to have it.

(Whereupon, at 4:45 p. m. an adjournment was taken until 10
a. m., Tuesday, May 18, 1943."
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TUESDAY, MAY 18, 1948

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to adjournment, at 10 a. in., in

room 312, Senate Office Building, Senator Walter F. George (chair-
man) presiding.

The CHAIRMAN. All right, gentlemen, the committee will come to
order.

Senator WALSH. Mr. Chairman, I would like to put a telegram in
the record, if I may, received from the International Jewelry Workers
Union, American Federation of Labor, of Waltham, Mass., in opposi-
tion to this bill. Since this telegram is very important, I would like
to read it to the members of the committee, if I may.

The CHAIRMAN. Yes, Senator Walsh.
Senator WALSH (reading):

MAY 17, 1943.
Senator DAvID I. WALsn,

Senate Office Building, Washington, D. C.:
See by newspapers that Senate Finance Committee voted in executive session

to hold one-sided hearings by allowing only Government agencies to testify before
committee on extension of reciprocal trade pacts; 293 members of our union
fighting in armed forces to preserve principles of democracy 2,600 members of
our union are faced with loss of their jobs by transfer of their job opportunities
to Switzerland. Over 5,000,000 watches imported during 1942 into this country;
this is four times the output of all American watch factories during 1942, Our
members 100 percent on war work providing timing instruments and timing de-
vices for our armed forces. Congressional' record of Friday, May 7, carries
statement in it quoting Mile Perkins, Director of Economic Warfare, stating that"all steel and brass golng into Swiss watches are imported from Germany."
American public by allowing Swiss watches to come into this country made of
steel and brass from Germany are helping liller finance his war. Our union
unanimously voted Monday, 'May 10, to do everything in its power to bring
about legislation that would force importers to make importer's landed cost
equivalent to cost of American competitive production. Our executive committee
unanimously voted this noontime to urge you have Senate Finance Committee
reconsider its undemocratic action of not allowing us to present our case to your
full committee. Appreciate any support you may give us in this fight for theexistence of our job. WALA'HAM WATCH WORKERS UNION, No. 72,

Affiliated with the International Jewelry Workers Union of American
Federation of Labor,

By WALTER W. CENEUAZZO
President and Business Agent.

The CHAIRMAN. Is there any witness present who wishes to be
heard?

81

87028-48-5
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STATEMENT OF CHARLES W. HOLMAN, SECRETARY, NATIONAL
COOPERATIVE MILK PRODUCERS FEDERATION

The CHAIRMAN. Mr. Holman, we would appreciate it if you would
not repeat the arguments that are already in the record in the ilHouse,
because we have them before us.

Mr. HOLMAN. I will endeavor not to do so, sir. I only want to
speak directly to one point.

The CHAIRMAN. Yes, sir.
Mr. HOLMAN. My name is Charles W. Holnan, 1731 I Street,

Washington, D. C. I am secretary of the National Cooperative
Milk Producers Federation. That, Mr. Chairman, is a Nation-wide
organization of dairy cooperatives owned and controlled exclusively
by the farmers who reside in 41 States.

I desire to appear this morning on just one point in connection with
the proposed legislation, and that is in support of the principle of
termination of the agreement by the will of Congress in the post-war
period at some convenient date, like 6 months after the close of hos-
tilities. Our people, as you know, Senator, have been deeply con-
cerned in this legislation ever since the beginning of it in 1934. They
feel that there are some great and basic principles of government
involved which go far beyond the realm of statistics. The statistical
measurement is impossible to obtain with any degree of accuracy at
the present time.

Everybody knows that the price effect of the one thousand one
hundred-odd duties that have beefi cut under this program will not
be felt until after the war. Even if they were felt at the present time
we would be more interested in the question of a return to what we
believe the constitutional process than the tariff effect itself.

However, I would like to file with the committee some material
here that is very short, that I did not present before the Ways and
Means Committee of the House, on the point of what the State
Department sometimes called the triangular effect of these trade
agreements. In the 3-year study which we made and laid before
the committee we showed that so far as the then 21 agreements were
concerned with the 21 countries, the balance of trade was just about
equal, but when the generalization feature was added to these trade
agreements, the United States Government, our people, came out
very distinctly in the red in the balance of trade.

Now, the most interesting example of that is a study which we
have just completed to show how Japan, which has not signed any
trade agreement with us, has benefited by the existence of the other
trade agreements. This study covers the imports into this country
for the year 1939 which as Dr. Sayer will tell you, is the last year
where any data are reliable. It shows that Japan shipped us in imports
on which duties were reduced through other trade agreements,
$15,828,000 worth of goods; on bound duties, $6,847 000 and the
value of imports which were not affected or which were free amounted
to $131,207,000, and imports on which the status of the duty was
questionable, $3,693,000.

NoW, Mr. Chairman, the point is this: These imports from Japan;
were somewhat greater than the entire imports from France and all
of her colonies, and France is ond of the countries that entered into
trade agreements with us. I would like to file the entire table for
the record, sir, with your permission.
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Tie CHAIRMAN. Yes; you may do so.
(The matter referred to is as allows:)

ME1MORANDUM TO MR. HOLMAN
MAY 5, 1943.

Subject: An analysis of the effect of the trade agreements program on imports
from Japan in 1939.

1. Total imports from Japan in 1939 amounted to $161,095.302.
2. Two hundred and twenty-three commodities, valued at $25,000 or more

each, represented a valuation of approximately $157,000,000, or 97 percent of
the total

3, Itaw silk which came in free and was not affected by the trade agreements
program amounted to approximately $107,000,000.

4. An analysis of the remaining $50,000,000 worth of items, worth more than
$25,000 each, shows the following:

(a) Duty reductions on 15.8 millions.
(b) Duty bound on 6.8 millions.
(c) Status of duty questionable, due to valuation and other qualifications, on

3.7 millions.
(d) Value of remainder, not affected by trade agreements, 23.7 millions.
5. In summmary, of this $157,000,000 total of imports from Japan in 1939, which

represented 97 percent of total imports from Japan, all but 23.7 millions, or 15.1
percent, either came In duty free or had their duty status affected by the trade
agreements program. W P. COTTON.

Value of prinscpal imports fron Japan ie 1989 including those on which duty con-

cessions were miade as a result of the generalization of trade agreements I

IThousands of dollars)

Value of
tinperts on Value of, Value of Value of

oroup of te15mnodities which imports i mltt imports
ndeduties iuty not sttus of

were re- bound atfected dutytlUes-
duced . or fre tenable

Chemicals, oils, and lalnts ................ .......... 595 .......... 3,165 . .....
Earths, eArthenwaro, and glassware ................... 3, 444 ........... ....83 .
Metals and manufactures of............. 49 ......... 4.......... . 191.
Wood and mnanufactures of -...................... 44..5. .. 81 .... .......
Sugar, molasses, and manufactures of ................... ., ..1 ../ . .. ...... ...... "
Agricultural products and provisions .................. 2,651..... . .....

irits, wines, and other beverages .................. 101 ................
Cotton manufactures -.......................... ,083............ ,2,910 224
Flax lenip, Jute and manufactures of. ........................ ............ 144.
Wool and maniufaotures of.......................... 221...... .... 28...... .
Haw silk ........................................... ............. 16,949.
Silk manufactures .......... .......... .. -. ... ... 455 1,
Manufactures of rayon or other synthetic textile ...... .571........... 470 ............
Paper and books............. ..................... 238[ . - - 466 .........
Sundpies., ......... ...................... 2,816 6,847 9,523 .1, 581

Total. ........... ....................... . 15.82 -,8,47 131,207 ,694

Orand total ........................... 1 .......... .......... ..

I The above table takes into account more than 97 percent of the imports from Japan.

'Source: U. B. Tariff Commission, Washington, "United States Imports for Consumption of the l'rn.
cipal Commodities Imported front Japan," July 1941.

Mr. tOLMAN. I want to say that we feel if these agreements coil-
tinue Unrestrained and unaffected by the advice and the consent of
the Congress for another 3 years, making 12 years in all, that the pril-
ciple of having one man control our foreign trade will be so imbedded
into the Government that it may be difficult for Congress ever aghi1
t regain that prerogative. We feel also that when there is a return
to free commerce, if ever, the only people ill this country who are going
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to like these trade agreements will be the international manufacturers
who today prefer to put their plants out in countries of cheap produc-
tion and bring their manufactured products in here at lower duties,
and international bankers who finance the international manufacturers.

That completes my direct statement, sir, and I wish to thank the
committee for its courtesy.

The CHAIRMAN. Thank you very much, Mr. IHolman.
Is there any other witness present who wishes to appear before the

committee?

STATEMENT OF FRANCIS A. ADAMS, NEW YORK, N. Y.

The CHAIRMAN. 1)id you appear before the Ways and Means
Committee?

Mr. ADAMS. I did not, sir. I just wanted to be very brief, if I
could, and submit for the consideration of the eonimitte in printed
form what I call a timetable of the tariff of the world.

It covers November 11, 1918, Armistice Day, when Great Britain,
France, Italy, Japan, Canada, Australia, and all of the other nations
that were joined together as allies in the World War were free to re-
sume their individual courses as sovereign countries. They all took
immediate steps intended to improve their own commercial status.

The United States of America did not make peace with Germany on
November 11, 1918, ,is our country had declared war independentl3
on April 6, 1917, and dd not conclude a separate peace until ,July 1921,

The United States of America was the prize market for all'of the
world then and since. In 1920 the United States enacted the Emer.
gency Tariff Act, popularly known as the Anti-Dumping Act, to pro-
tect this country to some extent from the flood of goods from all over
the world.

In 1922 the Fordney-McCumber Tariff Act, the first general tariff
act since the Underwbod Tariff Act of 1913, in Wilson's first admin-
istration, was enacted. More than 60 percent of items in the Fordney-
McCumber Act were on the free list. On the dutiable list, the average
duty was less than 40 percent and billions of dollars worth of foreign
merchandise entered this country.

In 1930, following 10 years of world-wide unsettled trade conditions
and political upheavals, currency depreciations and complete failure
of countries to pay even token installments on international debts,
the United States of Americh, still the "Happy dumping ground"
for all the world, revised its tariffs to protect, in some measure,
American labor and industry and for the general welfare.

The Smoot-Hawley Tariff Act in 1930 corrected some flagrant
inequalities in the duties. The bill still provided for the free entry
of more than 60 percent of all items and on the remainder the average
duty was under 44 percent. The Smoot-Hawley Tariff Act is still
in force as the general tariff measure and under its 13 years of opera-
tion more than $50,000 000,000 worth of goods have been imported.

In 1934 the Smoot-iHawley Act amendments gave emergency power
to the President to cope with the world-wide depression. The Trade
Treaty Agreement Act was part of the measure.

In 1937 and again in 1940, there was an extension of this with
minor modifications, in an unlimited emergency, and the trade agree-
ments were extended.
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In 1943 these trade agreements are now up for reconsideration.
The United States is at war against Germany Italy, Japan, and their
satellites. The Trade Agreement Act should be extended for the
duration and a year beyond, as an emergency measure, with duties
based on American domestic valuation, the only values we know.

This Time Table of World Tariff Changes shows that the United
States of America has not led in restrictions, but, in fact, has followed
with moderate changes, after other nations took action. We do not
have to tie our hands again to prove we are good neighbors or that we
are the ,vorld's greatest traders-the record proves it.

In the period 1922 to 1942 this country did a world business of
$128,000,000,000 in imports and exports.

Thank you, sir, for your courtesy.
The CliAIRMAN. All right.

STATEMENT OF .FREDERIC BRENCKMAN, WASHINGTON
REPRESENTATIVE, THE NATIONAL GRANGE

The CHAIRMAN. Did you appear before the Ways and Means
Committee?

Mr. BRENCKMAN. I did, yes, sir; but I ani not going to repeat any
of the testimony I gave over there.

Mr. Chairman, my name is Frod. Brenckman and I am the Wash-
ington representative, of the National Grange. Let me say that the
National Grange has always been in favor of foreign trade under proper
conditions. We have never been opposed to true reciprocity, by
which we mean an exchange of goods or commodities on a basis that
is mutually beneficial or advantageous. however, we have never
been able to reconcile ourselves to the provisions of the Trade Agree-
ments Act nor to the manner in which it has been administered.

The Grange opposed the enactment of this law in 1934 on the ground
that the sweeping delegation of legislative authority it contains is
wholly at variance with the American concept of government, and
that it violated both the letter and the spirit of the Constitution. On
each occasion when the act caine up fot renewal we opposed it for the
same reason.

While this measure has already been disposed of by the House, we
trust that before it is finally passed Congress may take steps to vindi-
cate its ancient aid fundamental right to be something more than a
mere spectator in matters relating to the tariff and the formulation of
our policies with reference to foreign trade.

We hold that any plan that robs the chosen representatives of the
people of one of their most important functions, reducing them to
impotency, and which wrongfully delegates this power in its entirety
to the executive department of the Govlernment, cannot be success-
fully defended as liberal, constitutional, or American.

While one of the declared purposes of the Trade Agreements Act
was to develop an outlet for our farm surpluses, as the act has been
administered it has had the opposite effect. Unider the workings of
this act, farm imports have greatly increased, while our exports of
agricultural commodities have shown a sharp decline. During the
5-year period from 1936 to 1940, both inclusive, our food imports
averaged nearly 250 percent of food exports.
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I With the permission of the chairman I would like to file some sta-
tistical matter in that'connection, which sets forth the situation in
some detail. "% & i. w

The CHAIRMAN. You-may do so; yes, sir.
(The table referred to is as follows:)

Record of annual imports and exports of food and beverage products by 5-year-average

periods-1921-ItO uwith ratio of imports to exports

ftn thousands of dollars]

1921-25 1926-30 1031-35 1936-40

IMPORTS

00. Animals and animal profluets ......................... 80, 271 125,084 A4,734 00,761

A. Aninnls .................................... 3,500 15,372 3,706 15,A35
I. Meat Iroducts ..............---- --------------. - - 10, 291 33,350 12,247 28,004
C, Animal oils and fats..................................... 180 309 661
1). Mairy products................................ 28,114 31,700 13,167 13,013
E'. Fish ................................... 2 , 274 3, 711 24,4,2 30,819
F, Other............................................. 7,034 7,831 1,857 2,670

1, Vegetable food products and beverages .................... 738, 885 778,603 4-15,100 674,365

A. (rains ....... ..............------------ ........ 32, 11 24,487 28,214 44,34315 Fodders and feeds..,.. .............--........ 7,900 14,701 6,6)90 11,318
(3. Vegetables and preparations..................... 26,272 40,677 17,01-I 10,413D. Fruits and nuts ...........--............ . 75, 409 84,868 48,407 59,02
E. V getable oils and fats .......................... 13,001 15,r65 11,902 17,003
F. Cocoa, coffee, and tea ............................. (0 , 100 355,705 178,707 191108
0. Splen..................................... 13,742 17,577 9,553 12,501
It Sugar and related products ......................... 303, 017 223,199 122,620 152 530
1. Beverages ................................. 2,215 1,717 20,500 65,282

EXPORTS

00. Anlinals tand animal products......... ............ 3,12, 318 234,120 81,072 67,355

A, Animals ........... ...............-------........ ), 6f8 1,981 406 492
III Meat products- ----------............. 139, 833 77,988 28,723 2, 409e l~ v. A l I ,t, 1 ,l- 1eo 14¢ ttt tr . n

. MR 0xlllt 8ll anlt lRM ..............................1). lalry products ............................
E, Fish ...... ....................... ......
F. Other ..... ............ #, ........ _...............

1. Vegetable food products and beverages-................

A. Grains .........................................
13, Fodders aud feeds ..........................
C. Vegetables and preparations .................
D. Fruits and nuts ..................................
H. Vegetable oils aid fats ....................
F. Cocoa and coffee ..............................
G. Spices ......................... ........
H. Sugars and related products- ...... .........

. Dleverages .......... ....................

Imports:
00 .........................................
1..........................................

Total .............. .......................

Exports:
......................................... ..........

1 ......... .... ..................... .................

Total ................................... .............
Ratio Imports of exports ............................... .

30, 100
17, 961
9, 293

674, 083

474, 26220, 731
19, 08
82, 98
10, 085
7,294

827
51,526
1, 399

80, 271
738, 855

828,126

342, 348
074,083

1,016,431
81.4

I u,, NO
17,447
190,0-l
6,772

510,651

318, 57U
27, 368
22, 057

122, 23-i
3,511
0,527

724
18, 052

125,084
778,803

003,777

234,120
510,051

34, 427
6,168

10, 2581,0209

171,057

55,392
9,412
9,571

84, 798
1,811
2,214
149

6, 571
1,139

54, 734
445,199

499,033

81,072
171,057

753,777 252,120
119.8 158.2

I, 151
7,875

14,097
1,337

225, 272

104,621
0,736

15, 304
76,111
3,342
2,740

243
10, 444
3,72D

110,701
574,36.5

065,126

67, 356
226,2:72

293, 621220,5

Mr. BRENCKMAN. As an illustration of the lengths to which we have
gone in sacrificing the interest of the United States in negotiating these
agreements, the concessions we made to the Argentine went into force
30 days after the exchange at Washington of the instrument of Argen.
tine ratification and the proclamation of the President of the United
States. But it was stipulated inthe agreement that certain con-
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cessions made to us should become effective only by "stages." Under
this arrangement, it was agreed that on certain articles concessions
made. to us by the Argentine should not go into force until Argentine
receipts from customs duties should exceed P270,000,000 in any cal-
endar year. That sum represented the average tariff revenues of the
Argentine from 1931 to 1940. Under this plan, the "concessions"
made to us by the Argentine on the particular articles in question
have not become effective, although all of our concession went into
force on November 15, 1941. We do not believe that Congress
would have sanctioned any such lopsided arrangeinent ab that.

Various amendments are being suggested to the Trade Agreements
Act, to protect the interests of the Nation and to bring this piece of
legislation into some semblance of harmony with the Constitution.
From the beginning, th(e Nationil Grange has take, the position that
these trade agreements are treaties in reality, and that they should be
ratified by the United States Senate before taking (ffrect. At the very
least, the act should be so) amended as to make it possible for Congress
to disapprove by a majority vote of each House trade agreementsdeemed contrary to the best interests of the American )ol)Ie.

Under the flexible proviso of the Tariff Act, Mr. Chairman, as you
all know, a citizen or a State was granted the right of court review, but
under the Trade Agreements Act it specifically provided that this
right is denied. We think that the right should be restored.

Now, in enumerating these two points we do not mean to imply that
the act could not be greatly improved by amendment in other respects.
We are well aware of the argument that is being raised to the effect
that if we place any restrictions in this act it might be misunderstood
by other nations. However, we are impressed by the fact that in
the case of 25 of these agreements, 25 of the 30 that have been nego-
tiated with other nations, they have been subject to parliamentary
approval in the countries with which we dealt, but here in the United
States, the greatest republic in the world, as we look at it, in violation
of a fundamental law, Congress has not had a word to say about it.

We do not feel that any foreign nation should feel aggrieved or put
the wrong construction on it if we make up our minds to live up to the
Constitution and do what is necessary to protect the interests of the
American people.

That is all.
The CHAIRMAN. Thank you very much.
Senator CONNALLY. May I ask one question?
Mr. BRENCKMAN. Yes, sir.
Senator CONNALLY. Has the witness pointed out any abuses or

serious consequences in the past treaties that have been hurtful to
agriculture? If he has, he need not repeat it. I will check on that.

Mr. BREONCKMAN. Senator Connally, before you came in I made
reference to the fact that while it was expressly stipulated in the
Trade Agreements Act as it passed in 1934 that one of the purposes
was to develop an export market or foreign outlet for farm products,
that as the act had been administered it had the opposite effect, that
agricultural imports had been increased and exports had been de-
creased. So that in the 5-year period from 1936 to 1940, which we
might consider normal times, our food imports amounted to about
250 percent of our food exports. Now, we do not believe that Con-
gress had any say about the matter, and we do not believe that if
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Congress had any say about it, it would have agreed to some of these
treaties that brought about such a situation as that.

Senator CONNALLY. All right. Thank you. I will check your
testimony.

Senator WALSH. I did not quite understand what you said about
the treaty with Argentina, where the conditions to be imposed upon
ourselves were put into operation immediately, but that the condi-
tions that Argentina tweepte(d are not yet in operation. Is that
what you said?

Mr. BRENCKMAN. Yes, Senator. As I tried to explain, there were
certain commodities or goods that were set off in a separate block
with the understanding that the concessions that Argentina was
making to us would not take effect until the tariff revenues of
Argentina should reach $270,000,000. Their revenues lave not
reached that point, and therefore the concessions they have made to
us have not become effective, although our concessions became
effective in 1941 all the way through.

Now, I am not saying that that is true of everything that was
covered by the Argentine agreement, but just certain commodities.

Senator DANAHE'R. One question, Mr. Chairman.
The CHAIRMAN. All right, Senator.
Senator DANAHER. Do you know anything about whether or not

Argentina, since you have mentioned that republic, has maintained
varying exchange rates as to American exports, particularly boots
andshoes?Mr. BiRENCKMAN. Will you please repeat that question? I did not
quite get it.

Senator DANAHER. I will preface it this way: There is information
to the effect that the Argentine Republic has imposed a series of
varying exchange rates as to imports from the United States, par-
ticularly with reference to boots and shoes. Are you in possession
of any informationon that point? If not, why, we can pass it.

Mr. BIIENCKMAN. Well, the only thing I was trying to bring up
before the committee was that particular item, you know. I might
say, by the way, it is a very difficult thing to have a reciprocal trade
agreement with a country like Argentina, because their surpluses
are so much like our own surpluses. They have agricultural sur-
pluses and so have we under normal conditions. So it is very difficult
to arrange and exchange with Argentina without injuring the farmers
of the United States.

I want to make it very clear that we have nothing but the best of
good will for all these South American countries. I was merely
pointing to this as an illustration of the lengths to which we have gone
in our eagerness to negotiate trade agreements, whether it was
advantageous to us or not.

Senator DAVIS. Are you of the opinion that other industries in our
country have been benefited at the expense of the farmers by the
reciprocal trade agreements?

Mr. BRENCKMAN. Yes.
Senator DAvIs. Do you have a list of those that have been benefited

-by it at the farmer's expense?Mr. BRiENc KMAN. Well, I do not have a complete list, but the
material I am filing here, the statistical matter shows how the whole
thing has worked. Does that answer your question?
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Senator DAVIS. That answers my question; yes.
The CHAIRMAN. All right. Thank you, Mr. Brenckman.
Is there, any other witness now that wishes to be ,hard and who has

not appeared before the Ways and Means Committee?
Mr. WILSON. Mr. Chairman, may I make an inquiry? Are the

hearings to be continued tomorrow?
The CHAIRMAN. No, sir. Everybody will be privileged to file a

brief. There was a reservation in the order of the committee that
anyone who had not appeared or who had new matter to present might
(10 so, who was not before the Ways and Means Committee. This
committee has no desire to cut offhearings. This matter has been
before the Congress on three separate occasions, and just recently
there has been a full hearing before the Ways and Means Committee.

Mr. WILSON. It just so happens, Mr. Chairman, that the people I
am making the inquiry for, the wool growers, did not appear before
the Ways and Means Committee. IMr. Marshall was not advised
until Sunday that the hearings were to be held on Monday. He is
the secretary of the National Wool Growers. Association, and lie left
immediately and will be here tomorrow morning. He was not heard,
however, before the Ways and Means Committee of the House, nor
was anyone representing the wool growers directly.

The CHAIRMAN. Is anyone here from the wool growers who wishes
to be heard?

Mr. WILSON. No. I represent the wool growers, but Mr. Marshall
is the one who prepared the testimony.

The CHAIRMAN. We expect to be in executive session tomorrow
morning. We will be quite glad to receive any brief or any written
statement that they may wish to make.

Mr. WILSON. 1 just wanted to bring up the fact that it was impos-
sible for him to be here any sooner, Mr. Chairman. Salt Lake is a
long ways away from Washington. We did not have much notice of
the hearings.

Senator CLARK. Mr. Chairman, the progress of this bill before the
House of Representatives appeared in the press day after day. Any-
body who took the trouble to keep in touch with it at all must have
known it passed the House last week and would be before this com-
mittee very early, this week.

Senator LUcAs. Why did not the wool growers appear before the
House Ways and Means Committee?

Mr. WILsoN. I do not know why Mr. Marshall did not appear,
Senator Lucas. I was not here. I am unable to give you the reason.

The CHAIRMAN. Was there no appearance before the Ways and
Means Committee?

Mr. WnsoN. In the House; no, sir. So that the committee may
understand, representatives of the wool growers have been here nearly
2 months working out a plan with the Commodity Credit Corporation
for the purchase of the wool, and having been away from home for
that time and during that time, most of us had to get home when we
got through there, and we were not able to be here at the time of the

earing before the Ways and Means Committee of the House. Mr.
Marshall, secretary of the American Wool Growers Association, is the
man who always handles the matter of testimony in tariff matters.

The CHAIRMAN. Is lie coming in tomorrow morning anyway?
Mr. WILSON. He is going to 1) here tomorrow morning.
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The CHAIRMAN. Would you ask him to come up and present his
brief to the committee? We might also at that time hear him, if he
wishes to be heard, if he has not been heard before the Ways and
Means Committee.

Mr. WILSON. lie has not-been heard before the Ways and Means
Committee.

Senator TAFT. M1r. Chairman, may I read this telegram?
The CHAIRMAN. Yes, Seniator Taft.
Senator TAFT (reading):

E4ASTr LVtvm'O01a, Onllo,

Senator TAI : I wish to testify at open hearing of Senate Finance Committee
concerning renewal of recIlprocal-trade agreements. I can be in Washington
Thursday afternoon. Your help in this objective will be appreciated.

JAMES M. )UFFEY,
President, National Brotherhood of Operative Potters.

That is the pottery industry in Ohio and West Virginia.
The CHAIRMAN. Anyone who has a brief to file or who wishes to

resent a written argument in brief form may do so, and we would
b very glad if it could be done by tomorrow, because the committee
will be in executive session tomorrow and will proceed with the consid-
eration of the bill and the proposed amendments to it.

Senator DAVIS. Mr. Chairman, I was called to the telephone a
moment ago. Two representatives of labor are expected to be here
at any minute. I told them that the committee would adjourn in the
next half-hour. I have not yet seen them appear. I wonder if we
could wait?

Senator DANAHER. Mr. Chairman?
The CHAIRMAN. Yes, Senator.
Senator DANAHER. May I read into the record at this point, while

it is in the process of compilation, the tentative language of a proposal
which I shall later submit in executive session?

The CHAIRMAN. Yes, sir; you may.
Senator DANAHER. I would move in due course a proposed amend-

ment to read substantially as follows:
Provided, That all such agreements heretofore or hereafter made shall, unless

sooner terminated, be revocable as of a day not later than six months after the
cessation of hostilities in the present war as proclaimed by the President, upon
the promulgation of a proclamation by the President pursuant to a joint resolution
of the Congress declaring such agreement revoked.

Senator CONNALLY. You say "joint resolution"?
Senator DANAHER. Yes.
The CHAIRMAN. All right, Senator. Is there anything else now to

come before the committee?
Senator DAVIs. Mr. Michael Flynn, of Boston, called me a moment

ago and told me there were a couple of representatives of labor who
were on their way here to present their views to the committee in
opposition to the Reciprocal Trade Agreements Act.

The CHAIRMAN. Are there representatives of labor here who wish
to appear?

(No response.)
Senator CONNALLY. They can file briefs.
The CHAIRMAN. Yes; we will be very glad to have the briefs. Sen-

ator Davis bad asked, and others had asked, that Mr. Flynn, or some
representative of labor, be allowed'to appear, inasmuch as some state-
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ments had been made in the House record, as I understand it, that
they wish to explain or make a statement regarding some statements
that appeared in the House record.

Mr. Flynn, do you wish to appear before the committee?
Mr. FLYNN. Mr. Woll will make a statement.
The CHAIRMAN. Come &round, Mr. Well.

STATEMENT OF MATTHEW WOLL, VICE PRESIDENT, AMERICAN
FEDERATION OF LABOR

The CHAIRMAN. Mr. Woll, did you appear before the Ways and
Means Committee on this trade-treaty matter?

Mr. WOLL. Not this time.
The CHAIRMAN. We understood you did not, You wish to make

a statement now?
Mr. WOLL. Yes.
The CHAIRMAN. You may proceed.
Mr. WOLL. My name is Mathew Woll. I am second vice president

of the American Federation of Labor, appearing in behalf of the
America's Wage Earners' Protective Conference. The present pro-
posal to extend the reciprocal-trade treaties is the third occasion since
1934 for an opportunity of the Congress to exercise its judgment on
this question. After 9 years of experience and observation it is
possible definitely to determine the value of these treaties. Certain
predictions whih were advanced have either been substantiated or
refuted by events.
- At no time during the past 9 years was it as imperative as it is
today to base action on a clear perception of the facts and their
implications. Extremes either in advocacy or in opposition have no
proper place in this undatakig.

Between the extremes there is actually much common ground and
today we should avail ourselves of all the common ground that is in
sight. We would serve poorly not only this generation but also future
generations if we could not draw closer together in the face of the
international calamity which besets tts on all sides. Therefore we
should be thoroughly frank and forego so far as is humanly possible
the temptation to partnership.

We should admit, for example, that there is an equal measure of
sincerity among those who support and those who are against the
extension of the trade treaties. Not all the supporters of the treaties
are disinterested. Many of them have a direct dollar-and-cent
stake in greater imports or greater exports, or both. At the same
time, not all the supporters are mere Utopian dreamers or sentimental
internationalists, On the other side, the opponents are not all
selfish and heartless nationalists, heedless of the distress of other
peoples. Among them are clear thinkers who are as greatly concerned
"as the so-called idealists with the future of our country and the fate
of other nations.

It should also be clear that self-interest in this controversy, as in
others,, is not confined to those who have a material or financial
stake in the issues. A professional or doctrinal position, once assumed
and established, becomes a vested interest which may be as stubbornly
defended or propagated as a material interest. It becomes as imper-
vious to reason and as intolerant of contradiction by fact as the most
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callous defendant of a vested interest; and, when the doctrinal or
professional position is identified with partisan politics, it becomes as
material a vested interest as any.

Therefore, in the controversy over the reciprocal-trade program
we should avoid the common error of ranging on one side those who
oppose it totally or in part and pinning on them the label of vested
interests, and ranging on the other side the supporters and labeling
them as disinterested idealists.

It is necessary that the atmosphere be cleared of certain false as-
sumptions or pretensions if we are to attain to a clear view. The
point is that there is no monopoly of sincerity or of the self-denying
virtues on either side in this question. If we lost sight of this fact we
may arrive at unwarranted conclusions.

It has become evident throughout all the controversy over the issues
that there is one basic element of agreement. This is the recognized
and unchallenged need for international trade, both for the welfare
of this country and for the world as a whole. It is admitted that no
nation, as constituted today, is self-sufficient, nor can be, in view of
the geographical distribution of natural resources. Extreme action
to attain self-sufficiency in all lines is admitted as undesirable.

The differences which exist, despite this general agreement, center
around the conditions under which this admittedly necessary trade
is to be carried on and the emphasis which it is to receive.

Several possible paths are open:
(1) We could give first priority to foreign trade. If domestic pro-

ducers were injured as a result of sudh action, if workers were thrown
out of employment by imports which undermined our domestic mar-
ket, and, if unemployment threatened a depression; if as aconsequence
of the wage and price depression we should find it diffcult to meet the
demands of our huge indebtedness, the requirements of social security
and other fixed responsibilities, estimated at some $5,000,000,000 or
$6,000,000,000 annually after the war, the only question, nevertheless,
would be: Does the proposed course of action promote either imports
or exports or both?

Now, it is not readily conceivable that anyone should wish to raise
foreign trade to such an overshadowing priority over domestic
interests or have our people so dependent on foreign countries.

(2) We could, at the other extreme, place foreign trade at the very
lowest rung of the priority ladder and attribute every domestic dif-
ficulty to foreign trade. We would then raise impregnable tariff
barriers against all imports which might come into competition with
the products of our own factories, farms, or waters.

We would, of course, find that economic troubles grow in our own
soil as well as in foreign soils, and that we are capable of creating our
own economic distress without help from the foreigner.

(3) We could strike a reasonable and practical compromise. We
could start with the premise that our domestic interests should be
given first priority but admit that our welfare is affected by the
economic welfare of other nations. We would then be happy if our
welfare coincided with the welfare of other peoples. However, in the
event of a clear conflict we would uphold our own position. Perhaps,
we would find that without injury to ourselves we could also accom-
modate the other peoples to a reasonable degree. We should not,
however, go so far as in the case of rubber, to spend over $600,000,000
to build a domestic industry, and, at the same time, finance competi-
tion in other countries to undermine this huge investment.
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The administrators of the reciprocal trade program would, of
course, contend that it is their aim to help ourselves by helping other
nations. However, we cannot safely rely on self-appraisal; and, con-
siderable evidence has been placed in the record by people affected
by duty reductions which does not substantiate the self-appraisal
referred to.

Certain claims were made in the past by the proponents of the
trade-treaty extensions. One of the cornerstones-for they have
several, each a substitute, such a. increased employment and expanded
exports, alleged to be as good as the original-one of the cornerstones
was the promotion of peaceful international relations by the removal
of trade barriers, This laudaible purpose met a tragic doom; but there
is nothing in the sequel for opponents to exult over. Nevertheless,
it is a pardonable skepticism to question some of the substitute
cornerstones which have been offered with the samn(confidence as
the one which crumbled.

In order that what follows maiy be better understood it should be
said here that I do not appear in opposition to the extension of the
trade treaties as such. May I here put into the record, first of all a
letter of President Green addressed to myself dealing with the Amer-
ica's Wage Earners' Protective Conference and the activities of our
group that expressed the point of view of American labor on that
subject?rh CHAIRMAN. YOU mIty.

("flie letter referred to is as follows:)

AMERICAN FEDERATION Or LABOR,
l'ashington, D. C., Nay 7, ) A,9.Mr. MArTHaw WeLl,,

Fourth Vice President, Atmerican Federation of Labor,
New York, N. Y.

DEAn SiR AND BROTHSER: In reply to your letter of April 26, may I first explain
that the American Federation of Labor has steadfastly refrained from giving
approval or endorsement to a protective tariff or to a nmiodification or reduction
of tariff schedules as represented in the term frequently used, "free trade."

It has been the policy of the American Fedeation of Labor, however, to coop-
erate with and to assist national and international unions affiliated with the
American Federation of Labor in presenting demands to Congress for an increase
or decrease in tariff schedules affecting Industries in which men and women
were employed over which these national and international unions exercised
jurisdiction. This means that each national or international union may shap'
Its own policies regarding tariff schedules with a feeling of assurance that the
American Federation of Labor would respond to any request made for cooperation
and. assistance.

This policy will be pursued with regard to the tariff policies pursued bi, the
organizations which you explain are component parts of the America's Wage
Earners' Protective Conference. Each of these organizations for which you are
authorized to speak may feel assured that the American Federation of Labor
will assist and cooperate with them in the advancement of such tariff policies
as they may formulate and decide upon.

With all good wishes, I beg to remain,
Fraternally yours, WM. GRXEEN,

President, American Federation of Labor.

Mr. WOLL. Then, too, I wish to place in the record the action of
our executive council as manifested before the hearings of the political
parties in 1940, forming the platforms of the respective political parties
dealing with this subject, reading as follows:

To protect and safeguard the employment opportunities of America's wage
earners against unfair competition of the products of workers of low-wage and
depressed standards and conditions of employment of foreign countries and with
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which we are bound to be faced at the end of the present European and Asiatic
wars, and in order to hold secure the advanced industrial relations and employ-
ment standards secured by America's workers through legislative enactments and
collective agreements against competition from products of workers in countries
of lower standards, it is essential that adequate and proper legislation be had to
obtain these ends. We urge the adoption of this policy and procedure.

Then, too, I wish to present a resolution adopted by the executive
council of the American Federation of Labor, meeting here in session
between April 25 and May 5 of 1938, dealing with this subject. The
resolution reads as follows:

Whereas the provisions of reciprocal trade treaties negotiated by the State
Department with foreign nations affect very vitally both the economic conditions
of American workers and unemployment and there are many organizations, repre-
senting thousands of workers, affiliated with the American Federation of Labor,
which are seriously affected by these trade treaties and for that reason are deeply
interested in their provisions, and

Whereas the economic and industrial interests of these workers demand that
the American Federation of Labor exercise all efforts possible to prevent the im-
portation of goods from foreign countries, under the provisions of reciprocal trade
treaties, where lower wages, longer hours, and lower standards prevail than exist
in competing industries within the United States: Therefore be it

Resolved That the executive council of the A.erlcan Federation of Labor
expresses its opposition to reciprocal trade treaties which discriminate against
American workers. We are opposed to reciprocal trade treaties' provisions which
provide for importation of goods and merchandise which because -of low labor
costs abroad, are sold at a lower price than the same goods and merchandise
produced by workers in the United States, where wages and conditions of labor
are established on a higher standard than those which prevail abroad; and be
it further

Resolved, That a committee representing the American Federation of Labor be
accorded the privilege of presenting labor's polilt of view relating to the provisions
of reciprocal trade agreements affecting labor before said agreements are negotiated
and ratified.

Senator VANDENBERG. Mr. Woll, does that continue to be the
attitude of the executive council?

Mr. WOLL. It has not been altered since that time, and nothing to
the contrary has ben expresesd by the American Federation of Labor,
either by its executives or the council.

Senator DAVIs. Did not President William Green testify before
the Ways and Means Committee of the House on this particular
subject?

Mr. WOLL. He did.
Senator DAvis. Did he express the federation's view?
Mr. WOLL, He expressed, as I understand it, his personal point of

view, not certainly the official point of view as recorded in the record
of the proceedings before the convention by the executive council.

Senator LUcAs. Does your council oppose trade agreements?
Mr. WOLL. We are not opposed to trade agreements as such. If

you will let me finish my presentation, I will return to that.
Senator LucAs. Very well.
Mr. WOLL. Those for whom I speak are not actuated by a desire

to disrupt the unity of the countries which are fighting a common
foe; nor, by a desire to render more difficult the international nego-
tiations which lie ahead. This is not, however, to be construed as an
endorsement of all that has been done nor of the manner in which the
trade treaties have been negotiated.

We can offer a basis for trade which is sound and reasonable and.
yet will guard against the disruption of our domestic production.
We can begin with 65 percent of our import trade as noncompetitive
and built around articles on the froe list and go forward from thera.
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In other words, two-thirds of our trade is not even in dispute-
assuming that two-thirds of our imports provide foreign countries
either directly or indirectly with the dollar exchange necessary to
buy an equal amount from us.

The real question at issue then is what treatment is to be given the
remaining 35 percent of our imports. Free trade in this segment
can be ruled out, (a) because the reciprwocal trade program supposedly
does not permit a reduction exceeding half of the existing rates, and
(b) because the administrators of the act disavow any intentions of
launching a free-trade program. Thus the ground under dispute is
reduced still further, for example, to the upper half of the rates of
35 percent of our imports, and, by the treaties already negotiated,
63 percent of the rates in this segment have already been reduced an
average of 43 percent.

The ground still remaining for reduction, though small, for exam-
ple, about. 37 percent of the dutiable items plus possible further
reductions in the items already reduced, is nevertheless very important
and vital to a large number of producers and workers in the United
States.

Senator CONNALLY. May I interrupt you to ask you a question?
Mr. WOLL. Yes.
Senator CONNALLY. In the case of those reductions that you men-

tioned, were there any comparable reductions in the wages of the
American employees?

Mr. WorLL. I think in most of the r(uctions of salaries labor
was.not directly affected. So far I think we have been pretty safe-
guarded in that regard, but we are fearful of the further reduction'
that will take place. Then, of course, you must bear in mind there
are other factors going into the question of wage consideration than
merely the question of the tariff situation.

The degree of importance depends on the difference in the cost of
production as between the foreign source and the domestic producers.
Unfortunately, the method by which the trade treaties are made does
not permit a determination of comparative costs of production.
Those entrusted with the program now proclaim that costs of produc-
Cion cannot be ascertained. rhis is a confession that the results are
now worked out in the dark; and this is true in more than one sense.
Those affected by the results are left in the dark as to what is being
worked out and the operating personnel who make the duty alterations
are in the dark as to the effects that will be produced.

The so-called American vested-interests, in other words, the pro-
ducers, including America's workers, who have a vital interest in the
continuity of their jobs, have repeatedly affirmed that they do not
seek a monopoly of the domestic market, or an embargo. They
subscribe to the desirability of a healthy competition, domestic or
foreign. What they do not desire and what they should not be forced
to face in the name of national welfare or in the name of international
relations, is ruinous competition. They should not be asked to face
a competition based on a. wage scale which the American economic
system cannot tolerate. They should not be asked to meet the low
prices of foreign goods produced by countries which do not recognize
their domestic social obligations, in the form of social security, fair
labor standards and similar statutory enactments which impose
certain fixed obligations upon our producers.

We are apprehensive of negotiators behind closed doors who rely
only on their own ingenuity as against the shrewdness, skill and persua-
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siveness of foreign diplomatic delegates, when instead they could
;ely on a cost-of-production formula. Of course they can rob Peter
to enrich Paul. They can rob one industry of a part of its market
by lowering duties and help another by increasing its exports. But
in the net, the benefit to an exporter, except in Very special cases, can
be no greater than the injury done to his fellow-countryman who
suffers the effects of the greater foreign competition opened up.
In the end these negotiators, working without a yardstick, can reduce
our standard of living in behalf of some school-book theory, or by
or)gaging in some obscure game of power politics.

It is assumed by some that duty reductions bestow some mysterious
gain over and above the benefit to particular exporters. Of course,
if, people have been indoctrinated to hate trade barriers as such they
must, as crusaders, obtain great satisfaction from merely knocking
dowa a trade barrier. But no one has produced an example, a worth-
while example, of the moderating effects of our missionary efforts
upon the relations among other nations. Actually, our robbing of
Veter in behalf of a trade advantage to Paul has not contributed
visibly to improvement of international relations in general. If it is
answered that certain nations had already embarked too far on their
mad careers, it may be asked whether some plausible obstacle in the
rough course of international affairs will not always arise to rob us of
our cherished fruit.

The ineffectiveness of the program to promote trade with agree-
ment countries has also been demonstrated. We offer for the record
proof of this statement, based on our trade with various countries
rom the time agreements went into effect through 1938. The charts
show conclusively that our trade with agreement countries did not
increase more than trade with adjacent nonagreement countries.

The year 1938 is selected as the most suitable for comparison with
the preceding years since it was the last complete year of peacetime
trade before the global war broke out.

I present these charts for the record, dealing with exports to Sweden
as compared with Norway, to Brazil as compared with Argentina, to
Colombia as compared with Venezuela, to F~rance as compared with
Germany, and to Holland as compared with Denmark. These charts
indicate clearly that the exports have been as great, in some cases
greater, to those countries with which we did not enter into trade-
treaty agreements as to thgse countries with whom we have or had
reciprocal-trade treaties.

An analysis of the actual workings of these trade treaties, taking the
last peacetime year for comparison, 1939, with the previous year 1938,
shows that our exports to all trade-treaty countries increased in 1939,
over 1938, less than 3 percent, while our imports from the same coun-
tries for the same period increased more than 18 percent. In other
words, we granted concessions of 6 to the 1 which we received.

It is also well to bear in mind that our exports are reported on
American values while our imports are reported on the basis of the
foreign values.

Senator LUcAs. Are there any charts that show countries where
the profit was greater?

Mr. WeLL. That has not come to my attention.
Senator LUcAs. Or that we hae lost?
Mr. WELL. I would not say we have lost. These charts compare

our exports to countries with whom we have agreements as the chosen
countries and countries with whom we have had no agreements, and
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our exports have been as great if not greater to those countries with
whom we had no agreements. That does not imply any loss of exports
at all. As a matter of fact, my understanding is that exports started
to increase a year or two before we entered into the reciprocal trade
treaties, and that increase is very largely due to prices rather than to
quantity of exports.

(The charts referred to are as follows:)

CHART I

TREND, IN U.S. EXPORTS TO
ATRADE AGREEMENT COUNTRY COMPARED WITH

AN ADJACENT NON-AGREEMENT COUNTRY

EXPORTS TO
. NORWAY ---- SWEDEN'

NOR. $11.000.000 $13,000,000 $15.000.000 $22.00QO $22000000
SWE. 33,000,000 38,000,000 4,000,000 64,000,000 64000,OO

100 a YEAR IN WHICH TRADE AGREEMENT WENT INTO EFFECT
'Trade agreement country.

87028-48-6
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CHART II

TREND IN U.S.EXPORTS TO
ATRADE AGREEMENT COUNTRY COMPARED WITH

AN ADJACENT NON-AGREEMENT COUNTRY

EXPORT$ TO
-.. ARGENTINA ----- BRAZ1L'

'INDEX______ ____ __
AlUM SI . .. .. . . . .... . .
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90

60 -
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40
120 /

3 0 . .. . . ... .

// -
20

/-

100

90 . .. .

8 0 . . . ... . .

1934
AR. $42,000,000
BR. 40,000,000

1935 1936
$49,000,000 $56000,000
45,000,000 49,000,000

1937 1938
$94,000,000 $86000,000,

68,000,000 61,00000

100W YEAR IN WHICH TRADE AGREEMENT WENT, INTO EFFECT
I Trade agreement country.
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CHART III

TREND IN U.S.EXPORTS TO
ATRADE AGREEMENT COUNTRY COMPARED WITH

AN ADJACENT NON-AGREEMENT COUNTRY

EXPORTS TO
- VENEZUELA ---- COLOMBIA1

yEN. $19,200,000 $T8,5060.o00 $40,066 $46.000006 $52,000,000
COL, 21,000,000 21,000,000 27,0O0000 39,000,000 40,000,000

100 w YEAR IN WHICH TRADE AGREEMENT WENT INTO EFFECT

Trade agreemmit country.
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CHART IV

TREND IN U.S. EXPORTS TO
;A TRADE AGREEMENT COUNTRY COMPARED WITH,

AN ADJACENT NON-AGREEMENT COUNTRY

EXPORTS TO

-GERMANY ---- FRANCE'
fi
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70.
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15 0 . . . . . . .. . ..
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40,
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100

80

1 o .....

GER. 10_8 00,000 91,000.00 $101,000.000
FR. 115,000,000 117.000,000 129.000.000

$126,oGo000
164000,000 153.000,0001

100 - YEAR IN WHICH TRADE AGREEMENT WENT INTO EFFECT
TVrade agreement country.
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CHART V
TREND IN U.S. EXPORT TO

ATRADE AGREEMENT COUNTRY COMPAREDWITH
A NON-AGREEMENT COUNTRY

EXPORTS TO
- DENMARK ---- HOLLAND'

DEN.
HOL.

$24,800,000
96,000,000

100 uYFAR IN WHICH TRADE AGREEMENT WENT INTO EFFECT
Trade agreement country.

I
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Mr. WOLL. Trade treaties can obtain their maximum benefit
without injury if the adjustment of duties is made, not in the dark,
but openly and as nearly in accord with differences in cost of produc-
tion as possible. If our producers are not injured and therefore
wage rates and employment are not forced down, our purchases of
the noncompeting foreign goods can increase as a result of our greater
general well-being. This expansion of imports of noncompetitive
goods helps foreign producers the same as expanded imports of any
other goods; and it creates increased dollar exchange abroad just as
certainly. Finally, expansion of such imports would enable us to
increase our exports in the same degree as would any other increase in
dollar exchange.

An example will help to clarify the foregoing: If we assume that the
cost of producing a unit of a given commodity in the United States
is $12 and that the duty is 50 percent ad valorem, it makes a great
difference in consider ing the reduction of this duty whether the
foreign price of the same or competitive item is $5, $8, or $10. If
this foreign price were $10 the duty could be lowered the full measure,
in other words, to 25 percent without injury. If the foreign price
were $8 instead of $10 the duty should not be lowered at all, unless,
of course, a domestic monopoly were artificially maintaining the price
at an unwarranted level. The $8 price Flus the duty of 50 percent
would bring the foreign price to a par with the $12 American cost.
If, however, the foreign price were only $5 the duty should be increased
instead of lowered since the duty of 50 percent would bring the total
cost to only $7.50, compared with the $12 American cost. Reference
to insurance, freight, and so forth, is omitted for simplification of
the example.

If the duty were bound or lowered, the low price of $5 would permit
the foreign producers to take over the domestic market, limited only
by the quantity-of foreign goods available. The workers in our
industry would be deprived of their jobs and the business firms
engaged in production of the item would be driven into bankruptcy.
Nevertheless, our purchase of these foreign goods would produce
dollar exchange, and the foreign sources could use this exchange
either directly or indirectly to purchase some other commodities,
from us. Someone would be made happy. But who? The disin-
terested idealists, of course, but who else?

It is well known that the beneficiary would likely be some mass-
production industry. Yet, from an employment point of view, this.
would not be very fortunate, since relatively fewer workers are
required to produce a given number of units of a mass-production
commodity. The economist might applaud the fact that an allegedly
inefficient industry had been driven to extinction, but the net unem-
plo ment that had resulted should temper his applause.

The net unemployment resulting would decrease the income of our
workers. They could buy less of our other domestic products and
less of those other foreign products which are on the free list.

If instead of opening our producers to such competition or leaving
them in such straits by failure to increase the duty, the competitive
basis were equalized, our factories would not have to close down--it
is realized, of course that lowprice foreign competition in a single
item would not greatly injure a large producer of a variety of articles,
while it might ruin a smaller, specialized producer. With competi-
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tion on roughly an equal footing our factories could still realize a fair
pro fit on their sales volume and employment would be maintained.
We would not purchase as much of the particular foreign commodity
as we would under the other condition but to compensate for this we
would have retained the purchasing power with which to buy more
of our own products and more of the foreign materials that are either
on the free list or dutiable to the extent of equalized competition.
The alternative is to favor the mass-production industries, drive the
smaller business concerns to the wall, and promote monopoly and
cartelization. This in turn would offer a fertile soil for tendencies
toward the corporative state.

At this point it is opportune to consider the question of our trade
barriers. A vast amount of righteous wrath has been expended in
denouncing these barriers. This indignation has at times risen to
such great heights that the true nature of barriers has been obscured
and should be examined to determine whether all the heat has been
justified. It is possible that our so-called barriers have merely
served as a convenient scapegoat for ills that have arisen from other
sources.

A barrier is an impediment, a hindrance, an obstruction or an
obstacle. It is not necessarily insurmountable; but to be a barrier
an instrumentality must at least hinder or impede some action or
movement.

Now, if we look once more at our example, we may ask: Under what
conditions is a rate of duty a barrier? If the foreign cost is $5 and
our cost is $12, would a duty of 25 percent constitute a trade barrier?
Such a duty would bring the price of the foreign item to only $6.25.
Imports would hardly be impeded by such a rate. Would a rate of
50 percent create a barrier? This would raise the price to $7.50
against $12. There would still remain a most handsome advantage
of $4.50 per unit. Even a rate of 100 percent would still leave a
foreign advantage of $2. Imports would then be impeded only if the
country of origin could obtain a more liberal margin at home or in
some other country. In that event some of the trade might be diverted
from us.

Actually, competitive parity would be reached at the rate of duty
which would bring the $5 up to $12; that is, a rate of 140 percent.
Such a rate might act as a barrier but not as an unreasonable or an
insurmountable one, certainly. It would not act as an embargo.
Too often any rate of duty, any rate at all, is regarded as a barrier,
as something placed across the path of trade; but obviously such a
construction is false. A rate of duty is not a barrier unless it actually
impedes or hinders the flow of trade. Some rates of duty are wholly
ineffectual for the very reason that they offer no brake whatsoever
against cheap imports. Such rates are obviously not barriers regard-
less of their nominal height.

There are barriers other than rates of duty but when the sins of our
high tariffs are attacked as being responsible for trade barriers the
attack has centered on our rates of duty; and our only bargaining
point worthy of consideration has revolved around duty rates. We
have not, until recently, adopted quotas. They have been intro-
duced by the very people who are loudest in declaiming against them.

The inclination to condemn a rate of duty merely because the rate
looks high is therefore wholly unsound. A rate of 10 percent may in



84 EXTENSION OF RECIPROCAL TPADE AOGREU'ME AM

'fact represent a barrier while one of 75 percent may not be a barrier
at all. It is now well known that some countries with wages much
lower than ours can lay down goods on our shores at a price so low
that a duty of 100 percent wilf-not impede them. And these coun-
tries are becoming less and less dependent upon hand labor. In
other words, their production efficiency is rising. Before the war
Japan was able to import our cotton, manufacture it into cloth, ship
the cloth back to the United States, pay our duty, and yet undersell
our manufacturers.

It is not easy to understand why those who agree to the principles
,of our immigration laws do not grasp the folly of restricting immigra-
tion, and, yet permitting the cheap wares of the immigant to come
into this country, into our markets, at delivered costs which are less
than our costs of production, thus depriving American workers of their
jobs and job opportunities. In other words, why keep the immigrants
out, through our restrictive immigration and Asiatic exclusion laws,
and accept, for the sole purpose of enriching a few importers and inter-
national bankers, the very type of injury to our workers-competitive
products of the same workers--that the immigrants would inflict if we
modified or repealed the protective provisions of our immigration laws?

Senator CONNALLY. May I ask a question now?
Mr. WOLL. Yes.
Senator CONNALLY. I understood you to say awhile ago that you

were not testifying against the trade agreement as such.
Mr. WOLL. Yes.

* Senator CONNALLY. Do I understand your chief objection is as to
the method in which they are carried on?

Mr. WOLL. As to the method in which they are carried on. We
urge it should be based upon the cost of production in the matter of
the adjustment of the tariff rates.

Senator CONNALLY. So your objection is not to the principle of it
but to the practical application of it?

Mr. WOLL. To the practical application; yes. I made that clear
right from the very inception. When we discuss the subject of trade
treaties, there are those who do not confine themselves purely to the
reciprocal trade treaties but also speak of tariff reductions and treaties
as a means of reducing the tariff rates. So the two are inherently
related one to the other.
. in using the word "barrier," therefore, we should recognize the
relative nature of duties ahd should understand that a duty is not
of itself a barrier. Next, we should recognize the fact that reasonable
barriers are justified and in some instances indispensable, if our pro-
ducers are to survive.Now, it can be said, "This is all very well, but how can you deter-
mine whether a rate of duty will or will not act as a brake, or whether
it should act as a brake, or to what extent?"

The only proper way of making such a determination is to obtain
relative costs of production. Otherwise we could only guess. And
when we are reduced to guessing we encourage juggling and become
more vulnerable to special pleading, favoritism, and pressure.

For this reason it is disturbing to learn that spokesmen for the
trade treaties now proclaim that costs of production cannot be deter-
mined. The Vice Chairman of the Tariff Commission, a body which
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is charged by law with determining the differences in cost of production
between domestic and foreign producers, states that such costs
cannot be determined.

Contrary to the statement of the Vice Chairman of the Tariff
Commission made when he testified before the Ways and Means
Committee that it "would be utterly impossible" to ascertain the
differences in costs of production, the records of the Tariff Com-
mission disclose that the Commission has made 16 reports on the
differences in the costs of production on competitive articles since
1934, which are sold in the American market in competition with the
products of America's workers or farmers, to President Roosevelt.

It is significant that in each of these instances President Roosevelt
proclaimed the findings of the Tariff Commission and the rates so set
became effective.

It is interesting to note that of these 16 cases reported upon, 8 called
for increases and 8 called for decreases in the rates established by the
Congress.

Now, if we are to assume, despite the foregoing finding, that cost of
production cannot be ascertained on any or most competitive articles
of import, as the advocates of unrestricted reciprocal trade treaties
would have us believe, how then can a proper decision be reached that
any given duty is a trade barrier that should be reduced? Tariff
making under such circumstances would then settle into a haggling
and guessing game in which personalities count for more than facts.

Senator VANDENBERG. Mr. Well, all of those have been committee
reports, and I understand the actions on them were prior to the
passage of the Trade Agreements Act.

Mr. WOLL. Yes; reported in 1934.
Senator VANDUNBERG. There has been no use whatever of the elastic

tariff?
Mr. WOLL. To my knowledge, none. At least I have no direct

knowledge of there having been any use of them made, other than the
16 instances acted upon by President Roosevelt which I have previ-
ously referred to.

It promotes the injection of personal predilections and prejudices,
and naturally seeks closed doors to avoid disturbances. The theorists,
having nothing to lose, can put their doctrines into practice and when
complaints of injury are received they contrive ingenious replies to
minimize the ill effects of their acts. They can generously broad-
cast concessions to all countries entitled to them under the uncon-
ditional most-favored-nation clause.
I These trade treaties are referred to as reciprocal trade treaties.
The fact is we have made duty reductions which are almost world-
wide in their application, whereas the reductions which we have been
accorded or promised in return are restricted to the countries making
direct agreements with us. This is a means of lowering our duties in
general, but it is not reciprocity nor does it meet the usual conception
of bargaining.
I This is not the way to remove tariffs from politics. TJhe bipartisan
control which the Tariff Commission was set up to embody is set
aside. The comparative cost-of-production formula is forgotten and
scientific tariff making is discarded. In place of it we have the rule
of personal doctrine.
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To this method of shelving the concept of a more scientific tariff is
,added impatience over the delays that are attributed to the cost-of-
production method and to'senatorial ratification as well. This im-
patience is said to reflect a distaste for inefficiency. The democratic
processes are too slow. Therefore, we are told, we must adopt the
more efficient methods of the totalitarian regimes.We may, however, concede the need for concentrated power in
management of the war without including activities which are appli-
cable essentially to peacetime conditions; and we should beware of the
alluring bait that is offered as an inducement to concentrated power.
There is always a good reason at hand, either actual or manufactured,
for subtracting from the democratic controls. Once the controls are
gone, we realize how difficult it is to retrieve them. The new holders
of the power cling tenaciously to the controls and fend off all efforts to
restore them to the people by intricate and plausible arguments and
sedative assurances. All motives appear innocent and harmless-and
undoubtedly most of them are. But the machinery by which the
democratic processes can be denied is coming into being very rapidly
as necessary war measures, Controls which are not necessary for the
prosecution of the war should not continue to be withheld from the
people.

Against Senate ratification of the treaties it is said that past experi-
ence has shown that agreements once reached might be bottled up
and not brought to a vote. A simple provision that not over 60 or 90
days could be allowed to lapse before Senate ratification or rejection
was effected would answer this objection.

And, speaking of quick and efficient removal of trade barriers,
what have the administrators of the act done to obtain discontinuance
of certain patent practices of other countries? They have done noth-
ing to protect our patents against the requirement that the goods must
be produced in foreign countries if they are to be sold under the pro-
tection of the patents. American firms have therefore been forced to
establish branch plants abroad for their own protection. This has
prevented them from employing the American worker and manufac-
turing the goods in this country for export to the market in which
they are interested.

Having tasted the flavor of low wages in other countries these com-
panies have come to look kindly upon the reciprocal trade program.
They have become benevolent internationalists almost overnight.

Likewise the administrators have devised no means by which to
overcome the practices of international cartels whereby markets of
the world are parceled out and prices fixed so that almost any barriers
,can be circumvented.

As a final argument to extend the. program unaltered, it is alleged
that discontinuation of the reciprocal trade program would cause
,a loss of faith in us among the nations associated with us in the war.
This fear is extended to include any substantial alteration in the
present method of concluding trade treaties.

In reply we say that we do not oppose extension of the program.
We oppose only the p resent undemocratic and unscientific method
of changing our tariff rates. The record shows that nearly all the
countries with which we have reached agreements require legislative
approval before the treaties go into effect. These countries treat
the agreements as treaties and subject them to such democratic
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processes as exist. Much is made of the fact that some of these
,countries have a parliamentary system of government and that for
-this reason ratification is virtually a foregone conclusion.

Since the prime minister is the head of the parliament, and, since
he carries out the treaties, parliamentary approval is almost automatic.

We do not have a parliamentary system and we may confidently
assume that the other nations of the world are aware of this fact and
that they moreover understand the difference between our system and
*a parliamentary system. They know that one Congress cannot bind a
succeeding Congress on unfinished business, and for that matter
neither can a parliament.

It is difficult to see by what construction of our action our associates
in the war would lose faith in our international objectives so long as
we remain true to the democratic processes, as these processes are
carried out under our Constitution. Surely we are not to understand
that we should change our form of government under the fear that the
world will misunderstand us if we go about our business in accordance
with'our fundamental political structure. To appear to do so when
we are not in fact doing so would only be deceptive and would in the
,end properly result in a loss o faith in us.
.Quite contrary to causing a loss of faith in us, if we return to the

-democratic processes where we have wandered somewhat away, this
reaffirmation of our faith in democracy should hearten our associates
instead of giving rise to misgivings. Those who think differently
'betray, albeit unwittingly, a lack of faith in the representatives of thepeople.
• If we are fighting for the preservation of democracy and freedom

it would be setting a very doubtful precedent to be led by a fancied
international expedient to advertise to the world a lack of faith in
representative government. When we have no objection to parlia-
mentary ratification of the trade treaties by other countries, is it not
drawing an unfavorable comparison between representative and par-
liamentary government to proclaim that senatorial ratification is un-
desirable? This comes near to obsequiousness before foreign powers
;and poorly fits the conduct of the leading democratic power in the
world.

The conclusion from the foregoing considerations is that the objec-
tions to the cost-of-production formula and to Senate ratification,
both of which we support as a condition of approving the extension
,of the trade program, are not substantial and rest on unsound premises.
To seek the reduction of trade barriers when the barriers cannot be
defined or measured represents a step backward, d reaction. To
oppose Senate ratification on the grounds of delay is specious, since
time limits can be established; to oppose it on other 'grounds repre-
sents a lack of faith in the representatives of the people, character-
istic of totalitarian regimes. And to fear the effects of submission
of the trade treaties to the Senate upon our international associates
in the war is not worthy of the upholders of democracy.

If we consider the uncertainties following the termination of the
war we can feel quite sure of two consequences, namely: (1) A tre-
mendous problem of readjustment from wartime to peacetime pro-
,duction, and, (2) an unprecedented flow of goods into the United
'States from all over the world as soon as the war-torn countries are
able to reopen their factories to peacetime production, and, the dump-
ing of the products of such factories into American markets.
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Both of these consequences will be much more far-reaching than
after the last war. We have many more men under arms and we have
converted to war production much more extensively than in 1917-18.

It is obvious that we cannot depend upon a bargaining policy to
meet the foreign competition to which we surely will be exposed.
How can we reemploy our demobilized millions if we leave wide open
the doors to ruinous foreign competition? Our industries would be
crippled from the outset which means that additional millions of our
workers will have to be provided for through relief rolls. No longer
can foreign competition be laid to inefficient hand labor. Mechaniza-
tion and mass production has made very great progress within the
last decade not alone in the United States, but in foreign countries as
well, especially in Germany, Czechoslovakia, and Japan. Machines,
not human hands, set the pace for production more and more.

It is reasonable to assume that with mass production prevailing in
foreign countries competition for American markets will be more
keen than ever before. Indeed, the competition may well take the
form of state-controlled exports from corporate states like Russia.

We, therefore, believe that the trade treaties should be suspended
6 months after the cessation of hostilities and the constitutional powers
of the Congress to deal with foreign trade be reestablished. In that
way alone can we be prepared to meet the impact of post-war dis-
location with hands untied.

Then, to summarize briefly:
1. We believe that the reciprocal trade program is not in itself an

effective instrument of international peace. Its possible contribution
is quite limited.

2. We recognize the need for foreign trade and favor its expansion
within the limits ascertainable by cost-of-production investigations.

3. We do oppose the transfer of employment opportunities from our
country to low-w~age countries by permitting underselling of our
coinmodities by competitive foreign goods in the domestic market.

4. We believe that the legitimate interests of our workers can be
better protected if the trade treaties are submitted to the Senate for
ratification. We do not believe that Congress is justified in divesting
itself of the treaty-making power.

5. We believe that the exercise of the constitutional powers of the
Congress by the Congress cannot and should not be an affront to any
member of the United Nations group.

6. Under world conditions now prevailing we are in accord with
extending the reciprocal-trade-treaty authorization. We believe,
however, that 'our national welfare demands the suspension of all
trade treaties 6 months after the cessation of hostilities and the return
to the Congress of its constitutional authority to regulate foreign
commerce.

7. If the conditions indicated above are met we do not oppose the
extension of the reciprocal trade program.

I want to thank you gentlemen for the opportunity accorded me in
just hastily presenting our points of view. I had hoped I might have
appeared tomorrow, when I perhaps could have entered more fully
into these matters. That concludes our presentation.

Senator VANDENBERG. May I ask one question in regard to that
final point, Mr. Well? You have insisted that all trade agreements
should be revoked 6 months after the cessation of hostilities.
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Mr. WOLL. We believe those in existence should terminate not less
than 6 months after cessation of hostilities, and any new ones entered
into should not be for a longer period.

Senator VANDMNBERG. Would it not equally reach your point of
view if they were revocable without actually being revoked by
present action?

Mr. WOLL. Of Congress?
Senator VANDENBERG. Yes.
Mr. WOLL. Without confirmation by the Executive?
Senator VANDENBERG. Well, with or without, if they are revokable.

Would you not reach precisely the same point that you would if you
now prejudged the issue and undertook to revoke?

Mr. WOLL. I think, speaking for myself and without conferring
with my associates, I would say "Yes." If Congress could revoke
them and then possibly the Executive could do so, the power of a
board of review would be had by agencies of the people through an
open hearing in Congress.

Senator VANDENBERG. It seems to me that is more in keeping with
your whole theory of approach, because all you are asking is that the
question be kept open.

Mr. WOLL. And so these agreements may be reviewed in the light
of the situation existing, because we are apprehensive of the situation
with which the world will be confronted at that time.

Senator DAVIS. Mr. Well, you have been a representative prac-
tically of the printers and bookbinders?

Mr, WOLL. They are part of our group.
Senator DAVIs. I was wondering what effect these reciprocal trade

agreements had upon the book industry.
Mr. WOLL. Well, as a matter of feet the reciprocal trade treaties

never had sufficient time in which to indicate either benefits or a
distinctive harm, for you realize it was in 1934, I think, that they were
authorized, and it was not until a year or a year and a half when
they came into operation.

Senator LucAs. May I ask a question right there?
Mr. WELL. Yes.
Senator LucAs. Reading from Mr. Green's testimony before the

Ways and Means Committee, he says:
The evidence is conclusive that reciprocal trade agreements have made possible

a substantial increase in the export of American goods, resulting In a notable
increase of employment in the industries concerned.

Mr. WoLL. You will have to ask Mr. Green where he got the
evidence upon which to predicate that. I cannot answer that, but
I will say we have no such evidence.Senator LUcAs. It is rather strange that the president of this great
organization would make a statement of that kind in the record
before the House Ways and Means Committee.

Mr. WOLL. Not any more strange than that those that are affected
by the foreign competition have the contrary point of view, and I-have
watched these things specifically.

Senator LUCAs. That may bp true. The only statement I have
made is that hle makes that as a definite statement before the Ways
and Means Committee. I presume, and I think the country has the
right to presume, that he had some facts upon which to base it.
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: Mr. WOLL. I am prepared to demonstratee the validity of the state-
ments I make.

Senator LuCAs. There seems to be some variance on important
matters of that kind. We have diametrically different opinions
here from the representatives of the workers of this country.. One
fellow says that it does and the other fellow says that it does not, so
we are left just hanging in midair.

Mr. WOLL. As to the validity of the statement of President Geen,
and mine, I can demonstrate the validity of my statement.

Senator CONNALLY. The question I want to ask is this: The chief
complaint about the operation of the trade agreements has been made
by the agricultural, ranch, and farming interests on the ground
that the operation has resulted in a stimulation of the export of indus-
trial products at the expense of ranch and farm interests. Now, if
that is true, that would help labor, would it not, because the more,
industrial products we export, the more employment at home and the.
more wages labor gets; is that not true? That is probably what Mr.
Green had in mind in his testimony before the House. It was due to
the stimulation of the export of automobiles, sewing machines, and all,
the industrial products of the country.

Mr. WOLL. Iirst of all, may I say the increase in exports as to
automobiles, as to sewing machines and everything else raises a
serious question of our patent laws, where manufacturers have been,
compelled to put their branch factories in foreign countries in order
to protect the patents in those countries. There are many factors.
that enter into the question of increased production.

'Senator CONNALLY. That would be true regardless of this act.
Mr. WOLL. Entirely so.
'Senator CONNALLY. 1 am very much opposed to going to foreign,

countries and establishing foreign plants, but I do not know of any
way to stop it. it just occurred to me that Mr. Greene no doubt
had that in mind when hle testified to that, that through the stimula-
tion of exports of industrial products from the United States, labor-
had been benefited through an increase in employment, an increase
in wages.

Senator BUTLER. Mr. Chairman, may I just interpose a remark
there? The total of our exports are in the neighborhood of 10 percent
of the over-all business of the country; 90 percent of our business is
domestic. If we would improve the 10 percent a little bit we would.
injure the 90 percent considerably.

Senator WALSH. Mr. Woll, some of the members of the committee
may not know your background. You have specialized in the study
and analysis of the effect of the tariff upon the workers of the country?'

Mr. WOLL. I have been representing these organizations for many
years, and it has been our specific duty to deal with the question of
imports and exports as they affect our foreign trade.

Senator WALSH, For how many years?
Mr. WOLL. It is hard for me to tell how many years. I judge about

20_years or more.
SSenator WALsH. And that has been one of your chief contributions.

to the American Federation of Labor?
Mr. WoLL. As a matter of fact it is the only agency in the American.

Federation of Labor that makes 'a study of the problem.
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'Senttor CONNALLY. May I ask him one more question?
The CHAIRMAN' Yes Senator Connally.
Senator CONNALLY. Then 1 will let you alone, Mr. Woll.
Mr. WOLL. Yes.
Senator CONNALLY. Do you know how the general, average wage

level of the American worker at the present time compares with that
same level prior to the operation of the 'trade agreements? Is it
higher or lower?

Mr. WOLL. Well, I would not say that the wage level has been
affected in connection with the reciprocal trade treaties.

Senator CONNALLY. What are the facts? You know whether it is
higher or whether it is lower.

Mr. WOLL. The wages have increased since 1934, no question about
that.

Senator CONNALLY. That is all.
Mr. WoLL. I think our trade unions have been the particular

agencies responsible for that increase.
Senator CONNALLY. I do not care about that, I just wanted to get

the facts.
Senator CLARK. Mr. Woll, in connection with the capacity in

which Mr. Green, president of the American Federation of Labor,
appeared before the House committee, I should like to read you some
cross-examination at the conclusion of Mr. Green's very fine state-
mont, and see whether you think Mr. Green has correctly and fairly
stated the situation in regard to his appearance there.

Senator CONNALLY. I do not think it is quite fair to draw this
contrast between Mr. Woll and Mr. Green. They both belong to,
the same group.

Senator CLARK. Mr. Woll started out on his statement, as 1 under-
stood it, by more or less repudiating the testimony of Mr. Green.
I simply want to read into the record at this point what Mr. Green
said as to the capacity in which he was appearing there.

Senator CONNALLY. I think it looks a itt-le unfair to make a sub-
ordinate attack the testimony of his superior.

Senator CLARK. At the conclusion df Mr. Green's very fine state-
ment Mr. Jenkins asked him these questions-Congressman Jenkins:

Mr. JENKINS. Mr. Green, I should like to ask you this, is this your annual
meeting statement or Is this a statement that has been approved by your great
organization?

Mr. GuEN. I am submitting that on behalf of the American Federation of
Labor and as the president of the American Federation of Labor. I want to
submit, Congressman Jenkins, as I have just stated, that I know that there are
organizations and individuals in the American Federation of Labor who may
entertain a different point of view.

Mr. JENxiNs. That is what I want to bring out. I understand there was a
gentleman who was supposed to appear here yesterday or tle day before that
represents an organization that is affiliated with your organization, and his
statement would have been the same this year as it was 3 years ago, which was that
he was very bittenly opposed to the extension of these agreements.

Mr. GREEN. We 1, tinder our set-up representatives of organizations can do
that. They have a perfect right to do it.

Mr. JUNKINs. They have their own self-autonomy?
Mr. GREENT. That is right.
Mr. JFNKINS. That is what I want to bring out-whether the American Fed-

eration of Labor in its annual meeting has ever taken this position on the subject.
Mr. GREEN. I could not tell unless I examined the records, and I am not sure

about that.
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Mr. JENKINs. Then I take it that your argument today is made upon your own
responsibility as the president of the American Federation of Labor.

Mr. GREEN. Exactly.
Mr. JNKINs. And then am I justified in feeling that you do not speak here

today as a result of any action having been taken by your great organization in
convention, when they would take such action?

Mr. GREEN. I think I am in a position to pretty well and accurately appraise
the sentiment of this great organization that I have the honor to represent,

Mr. JENKINS. I do not doubt that at all. I do not doubt that you speak
honestly and faithfully, as you always (1o, and you know I have great respect for
you. But still I do not want it to appear that you are speaking for the American
Federation of Labor today after that federation has taken action on this matter.

Mr. GERN. Well, after all, I will leave it to the committee to take into ac-
count the fact that I have been serving them 18 years. I have been reelected 18
times without opposition; and if I misrepresent them, they won't have me in there
at any time. But if there is anyone who wants to come here, associated with us,
and present their point of view that is contradictory and different with any other
point of view, they have a perfect right to do that.

Mr. WOLL. In order to eliminate any false impressions, as for the
last statement that President Green has been reelected 18 years with-
out opposition, may I say that during that same period of time I
have been reelected vice president of the American Federation of
Labor for an equal time without opposition of any kind. He speaks,
of course, in his own personal capacity, as he indicates. He says he
is not speaking from the record. I am presenting a record of the
action of the executive council, which has not been modified since
that time.

I do not know that there is any difference 1)etween President Green
and me on this subject. We (1o not oppose the reciprocal trade
treaties. He speaks of the reciprocal trade treaties. We urge that
these reciprocaltrade treaties, the increase or re(luction of rates, be
founded upon a l)asis of the cost of production, and that the treaties
should be ratified by the Senate. Now, it is only as to the method
in which they shall be negotiated and concluded that we may differ.
I do not know what President Green's personal view is on that sub-
ject. He may differ with me on that, or he may not,

Senator CLARK. His whole statement was an exceedingly strong
endorsement of the extension of the Reciprocal Trade Agreements
Act.

Mr. WOLL. And J am not arguing against it,
Senator CrLARK. I am just trying to find out what your position is.
Mr. WOLL. If there is any difference between us, the field is very

narrow. It deals only with the method or the form in which it shall
take place.

The CHAIRMAN. At any rate, it demonstrates that yours is a
democratic organization; does it not?

Mr. WOLL. Absolutely. As to the official position of the American
Federation of Labor, I present to you its records, with a further
statement that nothing has been (lone by the executive council or by
a convention of the American Federation of Labor to change those
records, or resolutions, or declarations.

The CHAIRMAN. Are there any other qu(Atis, gentlemen? If
not, thank you very much, Mr. Woll. We are very glad to have you
appear before the committee.

The CHAIRMAN. Is there anything else this morning? Is there any
other witness now who might wish to be heard?

(No response.)
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The CHAIRMAN. Responsive to a question that I asked yesterday
of Dr. Sayer, this memorandum is furnished me enumerating certain
articles, and I wish to put it in thre record.

(1' ie matter referred to is as follows:)

DATA REQUESTED BY TnE CHAIRMAN FROM STATE DEPARTMENT

The United States granted concessions on a very large number of nonagricultural
)roducts of the United Kingdomn which farmers buy and use. Included among

these are the following: Pottery, earthenware, and china; various machines and
parts for them; table and kitchenware; wire rope; ball and roller bearings; sad-
dlery and harness and hardware for them; knives, hay forks, manure forks, and
other hand farna tools; shotguns and rifles; motorcycles, bicycles, and parts for
them; engines of various types; linoleun; woolen and worsted textiles; leather
products of various special types- paper and paper products; ornery wheels and
files; gunny bagging, cordage, and twine; brushes; hats, boots, shoes, and gloves;
tiles; sheep shears; and many others.

In trade agreements with other countries the Unite i States has made concessions
on such products of interest to farmers as cream separators, metal hoops anu
bands for baling cotton or other commodities, woven-wire cloth, axles and parts
thereof, cast-iron pipe and fittings, chains for tr'unsnitting )ower, mill saws and
crosscut saws, electrical vacuum cleaners, penknives, table knives and butcher
knives, safety razors and blades, pliers and files, watch and clock inoverrents,
forks, hoes, rakes, scythes, sickles, and corn knives, cooking and heating stoves,
rivets, nuts, washers, and screws, various types of lumber, wheel hubs, wagors
arid carriages, and hundreds of other items.

The CHAIRMAN. In view of the statement made by Mr. Wilson
representing the wool growers, and repeated telegrams from the
Wool Growers Association, and Mr. Wilson's statement that Mr.
Marshall is en route and will be here, tomorrow morning, I think the
committee should receive Mr. Marshall's brief tomorrow morning
and if he insists upon it, maybe hear him personally, as I have already
stated to Mr. Wilson.

Mr. FLYNN. There are several labor organizations who expected to
testify. In view of the apparent closing of the hearing, I would like
the opportunity of presenting a brief.

The CHAIRMAN. I have already said anyone may present a brief.
The committee will recess until tomorrow morning.

(Whereupon, at 11:35 a. m., an adj6urnment was taken to 10:30
a. M., Wednesday, May 19, 1943.)

87028-48--7
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WEDNESDAY, MAY 19, 1943

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to adjournment, at 10:30 a. m. in

Room 312, Senate Office Building, Senator Walter F. George (chair-
man) presiding.

The CHAIRMAN. The committee will come to order. All right,
Mr. Marshall.

STATEMENT OF F. R. MARSHALL, SECRETARY, NATIONAL WOOL
GROWERS ASSOCIATION

Mr. MARSHALL. Mr. Chairman, let me express my thanks for your
liberality in recognizing me under the circumstances. As you know,
we did not find it possible to appear before the House Committee on
Way and Means.

I am representing the National Wool Growers Association. The
National Wool Growers Association is a voluntary organization with
headquarters in Salt Lake City, Utah, and has been in existence for
78 years.

The membership of the association consists principally of wool
growers in Texas and 12 other Western States having State organiza-
tions affiliated with the national.

These States have 36 million of the 51 million sheep in the United
States, as estimated by the Department of Agriculture on January 1,
1943.

The position of our association in regard to continuation of the
trade agreements program was expressed by unanimous vote in our
seventy-eighth annual convention, held at Salt Lake City, January
25 and 26, 1943, as follows:

In 1934, under the pressure of emergency, the Congress relinquished its treaty-
and tariff-making duties by granting authority to the Executive to enter into
so-called reciprocal trade agreements with foreign nations without the constitu-
tional proviso for Senate approval. This grant of authority expires in June,
and the executive department has now asked that it be extended.

We were opposed to this grant when it first was made, and its operation haa
only served to increase our misgivings. We believe the law is clearly unconsti-
tutional. Its operation has served only to discourage those engaged in agricul-
ture, who, seemingly, have been singled out to bear the brunt of most tariff reduc-
tions so far made.

We are opposed to a further extension of this grant unless, in the judgment of
the Congress, some compelling reason exists which has not as yet been made,
public. In that event, it should be approved only after requiring that all treaties
be submitted to the Senate for its approval, as is provided in our Constitution,
and as Is the case In every foreign country with which we have made a trade
agreement. • ' ," - , ,: . . ..
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If we practice democracy at home, we may better preach it abroad.

I will take the liberty, Mr. Chairman, to amend the language of
that resolution insofar as it says, "is the case in every foreign country."

I understand that there are some 12 countries which execute these
things provisionally and by later ratification and 4 in which they go
into effect the same as in this country.

The CHAIRMAN. Yes, sir.
Mr. MARSHALL. There is a slight error in the language there. I

should like, first, to express the satisfaction of the wool growers in
being able to discuss this question before those who will make the
final decision. When we appear before the Committee on Reciprocity
Information to express our views on proposed new trade agreements,
we feel that there is not much hope that our expressions will ever
reach those by whom the terms of the new agreements are written.

While the wool growers are opposed to continuation of the trade
agreements program in its present form, we are not isolationists. We
feel that, so long as 26 of the 30 trade agreements now in effect have
had to be subjected to legislative action in their respective countries,
a similar requirement by the United States cannot fairly be taken as
any indication of this country's intent to desert its allies or discon-
tinue its very liberal policies in connection with international affairs.

r WOOL REDUCTIONS SINCE 1934

Since 1934 duties on wool and lambs and on wool imported in manu-
factured form have been reduced through trade agreements with the
United Kingdom, France, Argentina, and Mexico.

The agreement with the United Kingdom became provisionally
effective on November 17, 1938, and was later ratified by the British
Parliament. The duty on wool imported in the form of rags was
reduced from 18 cents to 9 cents per pound. In the next calendar
year, the imports of rags, chiefly from Great Britain, increased by 785
percent, or the equivalent of 20,000,000 pounds of wool. The
increases in imports of two types of cloth and clothing in the same
year were 219 percent and 69 percent and equal in all to 21,000,000
pounds of wool.

In 1936, an agreement with France reduced duties to the world on
yarn, pile, and knit fabrics, thus increasing imports of foreign wool
and decreasing the potential demand for domestic wool by American
manufacturers.

The agreement with Argentina was signed on October 14, 1941.
The rate on dutiable wools not finer than 40s was reduced from 24 to
13 cents per pound of clean content. On wools not finer than 44s
the reduction was from 29 to 17 cents per pound. The war situation
makes it impossible fairly to determine the effect of these tariff
decreases on wool imports.

The agreement with Mexico was signed December 23, 1942. It
reduced the duties on sheep and lambs from $3 per head to $1.50.

Our industry has perhaps been fortunate in not having been sub-
Veted to more tariff changes under the trade agreement program.

e now, however, that negotiations with Australia were under dis-
cussion until interrupted by the outbreak of the war.

If the program is continued without modification, we shall still feel
that there is a shotgun behind the door which may be brought into
play at any time.
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FOREIGN TRADE AND PROSPERITY

In testifying for this resolution before the Ways and Means Com-
mittee on April 14, Dr. Francis Sayre presented data and statements
concerning foreign trade and prices for domestic agricultural products.
Dr. Sayre referred to the striking correlation between the figures for
foreign trade and farm prices, and concluded that rising volume of
foreign trade causes higher pay rolls and agricultural prices. These
are his words:

First. * * * When imports are highest, factory workers in the United
States are earning the most money. These are times of increased purchasing
power and of good demand, both for domestic and Imported products.

Second. Farm prices and farmers' income go up when foreign trade increases
and decline when foreign trade declines. This is true whether we look at total
foreign trade or at imports as a whole, or exports as a whole, or at imports of
agricultural products.

We can agree with Dr. Sayre that there is a close correlation between
the volume of foreign trade and our domestic agricultural prices and
pay rolls. I think, however, that there is at least room for a great deal
of argument as to whether the foreign trade i , the cause or the result of
domestic prosperity. I submit that it can just as fairly be argued that
our imports and exports increase when we are having prosperous
conditions in this country, and that increased foreign trade is the result,
rather than the cause of domestic prosperity.

THE NET EFFECT OF TRADE AGREEMENTS UPON AGRICULTURE

The Tariff Commission has prepared material showing the value of
agricultural and nonagricultural imports and exports for the years
1934, '37, '38, '39, '40. Because of the effect of the war upon foreign
trade, I am comparing the figures for 1934 with those for 1939 to show
how agriculture has fared under the agreements that were in effect
in the latter year.

It must be stated that this study cannot include trade with Ar-
gentina and Uruguay since the agreements with those countries were
not negotiated until 1941.

Noncompetitive agricultural imports are not separated from
competitive imports. However, it seems fair to 'consider increases
in imports following tariff changes as consisting of competitive
commodities since noncom petitive imports are practically duty-free
and have not been directly affected by the trade agreements.

From 1934 to 1939 agricultural imports from trade-agreement
countries increased from five hundred and twelve to seven hundred
and seventeen million dollars, or 40 percent. In the same period
agricultural exports to the same countries increased by $57,000,000,
or 14 percent.

The net effect was an additional volume of agricultural imports
amounting to $148,000,000. As referred to above this increase must
be considered as consisting of products that are competitive with
products of American farms and ranches.

Imports of nonagricultural products from trade-agreement coun-
tries from 1934 to 1939 increased from five hundred and forty-five
to eight hundred and. twenty-eight million dollars, or 52 percent.
But exports of nonagricultural products to trade-agreement countries
rose from eight hundred and sixty-nine to one thousand six hundred
and forty-four million dollars, or 89 percent.



9)8 EXTBNSIO' OF RECIPROCAL TRADE AGREEME- S ACT

Industry had a net gain of $492,000,000 in its trade with these
countries while agriculture took a net loss of $148,000,000.

Frequently, it is argued that our increased exports of industrial
materials cause larger pay rolls and increased demand for home-
produced food and fibers. This idea might hold water if American
farmers enjoyed the market for the increased consumption by Ameri-
can labor of such larger quantities of farm products. But when the
increase in food and fiber requirements is supplied by increased im-
ports, the farmer has, at least, received no benefit.

This policy of increasing agricultural imports in order to promote
industrial exports, carried out to its full and logical result, would
ultimately place the United States in the position of some other
countries which produce chiefly manufactured goods and are depend-
ent for food on the products of other countries.

I think there will be no argument on the statement that this coun-
try should maintain its independence in food supplies, and not use its
tariffs to promote industry at the expense of agriculture.

I also wish to say for our association this morning, that the wool
growers are favorable to the proposal to terminate existing trade
agreements 6 months after the cessation of hostilities.

We subscribe to that. I am just now authorized by the representa-
tive of the American National Livestock Association, which is the
principal national organization of cattlemen, Mr. Mollin, who testified

efore the House, that the American National Livestock Association
joins in that endorsement of the 6-month amendment.

Senator VANDENBERG. We are not proposing to terminate them,
we are merely proposing to make them revocable when the time comes.

Mr. MARSHALL. Thank you.
That, Mr. Chairman, in substance, is the basis of what I hoped

your committee would be willing to consider,
Senator TAFT. -May I ask a question?
The CHAIRMAN. Yes, Senator Taft.
Senator TAFT. Can you tell us anything about the emergency of the

old tariff immediately after the last war, the occasion for it, why it
was done?

Mr. MARSHALL. Yes.
The market was in a very bad condition at that time. My memory

is not as clear on it as it should be, Senator Taft, but the duties were
restored. The amounts of them I cannot clearly recall.

Senator TAFT. Did not an emergency arise immediately after the
war which required an increase in the wool tariff?

Mr. MARSHALL. That was what President Wilson vetoed, and it
came in again under President tIarding.

That was the Fordney-McComber ct. It was vetoed, then later
adopted quickly and allowed to stand until the regular bill was passed
under the Republican administration.

Senator TAFT. What was the occasion for it?
Mr. MARSHALL. We were under a flee-trade basis and the prices

were ruinous to the wool growers.
Senator DAVIs. There were large stocks on hand, were there not,

after the last war?
Mr. MARSHALL. When the war closed the Government had 525,-

000 000 pounds of wool on hand.
Row it has a billion. .
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Senator TAFT. Was there also a large amount of wool in Australia
that was released?

Mr. MARSHALL. Yes. The situation was entirely different at
that time.

There was a large stock of wool in all the exporting countries.
Tie prices were very much depressed. In the days of PresidenG
Harding the emergency tariff was passed, which obtained until the
Fordney-McConber bill was passed.

Senator TAFT. Then the wool tariff was reduced to the 50 percent
figure, and was bound there for 3 years after the war by some treaty.
Might that produce a crisis in the wool industry after this war?

Mr. MARSHALL. I do not see how it can be avoided.
Senator TAFT. We would, of course, be unable to pass any emer-

gency act because of the provisions in some existing treaties.
Mr. MARSHALL. Yes; and as I referred to here very briefly, shortly

before the war and after the Argentine agreement in 1941, I think the
State Department made some official statement to the effect of having
conversations with Australia.

In the case of Argentina they took the lower coarse wools which
we do not produce so largely in this country, they reduced the duty on
them. That affected us materially, but the war obscured the real
effect of it.

With Argentina it could only reduce the tariff on paragraph 1102,
which is our main protection. The war interfered with that. I
anticipate it might be'resumed after the war and any reduction in that
duty would be of serious consequence to the wool' growers of the
United States.

Senator LUCAS. Just how have these trade agreements affected the
price of wool since they have been in effect?

Mr. MARSHALL. Senator, the principal one which affected the price
of wool was the Argentine agreement in 1941.

I have not attempted to go into that particularly, because war
conditions came on at that time and our wool imports had to be large.

Frankly, the war condition was increasing the price of wool in
general at that time. I do not think it is possible to fairly measure
the effect on the domestic price of wool of the Argentine reduction.

Senator LUCAS. In the trade treaties that started in 1935, up to
1941, the wool growers lost how much by reason of the treaties?

Mr. MARSHALL. As I stated, Senator, the United Kingdom agree-
ment did not reduce the duty on wool in its original form, but it did
reduce the duty on wool in the form of rags, which was reduced from
18 cents to 9 cents per pound. That supplied the dealers with a
considerable amount of material which otherwise they would have
imported. I have not attempted to measure that from 1938 to 1939.

Because the effect on wool has been all since 1938, I did not think
it fair to consider the volumes of import or prices later than 1939,on
account of the war. We think we have been very fortunate, Senator.

Senator LUcAs. You have been very fortunate you mean in the
price of wool?

Mr. MARSHALL. And in the limitation of the agreements that have
been made the effects of them.

Senator LUCAS. In other words, you have not been affected very
much up to this time, but your fear is that in the future, some agree-
ment may be made that will seriously affect the wool growers?
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Mr. MARSHALL. That is our principal fear, Senator. The reduc-
tions that had been made to the United Kingdom on rags and to
Argentina ol the low wools have been serious, but owing to the effect
of war conditions, it is really impractical to measure it definitely in
dollars and cents.

The CHAIRMAN. Thank you very much, Mr. Marshall.
All right, Senator O'N-aihoney, we will be very glad to hear you.

STATEMENT OF HON. JOSEPH C. O'MAHONEY, UNITED STATES
SENATOR FROM WYOMING

Senator O'MAHONEY. I believe the issue which is presented to the
committee is one of the most fundamental importance. As a matter
of fact, it seems to me that the Congress of the United States, as a
legislative body exercising the constitutional authority which was
given to it by the constitution, now stands on the brink of oblivion
and is about to jump off.

For more than 20 years there has been a constant growth of execu-
tive power at the expense of the legislative power.

We see that growth in every avenue of government. It would not
have been possible if it had not been for the fact that Congress has
nonchalantly acquiesced in the delegation of the legislative power to
the Executive. I am profoundly convinced, Mr. Chairman, and gentle-
men of the committee, that by the action of the Congress upon this
measure with respect to whether or not it shall retain for Congress
some degree of supervision over the action of the Executive power
will depend the future ability of the people of the United States to
control the action of their Government through the Congress.

This is the crisis of the struggle between the Congress and bureauc-
racy. I do not need to tell the members of this committee that such
a strug le has been going on. We see it on every hand.

Memb% ers of the.executive arc interested enough to pay lip service
to Congress, to its functions, to its duty and responsibility, but it is
only lip service.

If it is necessary for some bureau head to get the confirmation of
the Senat6 before he may exercise his powers, every member of the
Senate will be besieged by his friends until the confirmation is secured,
and then when the confirmation is secured as likely as not you will
find such a person saying, "Congress is calling me up before its com-
mittees too often, Why don't they let me alone to do my uork?"

We have had examples of that.
So, Mr. Chairman, I do not intend to come here this morning to

thresh old wheat. I am not going to make the old argument about
the constitutionality of trade agreements, the distinction between
treaties and trade agreements; I am not going to discuss the question
as to whether or not this is an exercise of the taxing power, I mean,
in the Reciprocal Trade Agreements Act which, under the constitu-
tion, belongs to the Congress, and which should be initiated in the
House of Representatives. I am not going to discuss the question of
whether or not this is a regulation of commerce. Of ,course, it is all
of those things. The Reciprocal Trade Agreement Act does invade
the field of treaties; it does invade the field of revenue legislation; it
does invade the field of regulation of commerce.
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What I want to point out to you first of all, is the constitution says
that in international arrangements which assume the dignity of
treaties the Senate is part of the executive power.

In the matter of revenue legislation, the constitution said that
revenue bills shall initiate in the House. It was the traditional view
of the framers of the Constitution that the power of the purse is the
very essence of democratic government, so the framers of the Con-
stitution were careful to preserve the power of the purse for the
elected representative of the people.

Now, for 10 years we have been delegating that power to the
executive arm of government. The Constitution says in words
that cannot be misunderstood Congress shall have the power to
regulate commerce with foreign nations and among the -several
States, the Indian tribes, and so forth.

The power to regulate commerce under our system is a congressional
power.

Why should I indulge in legalistic argument on whether or not this
power should be delegated and may be delegated, whether or not the
Trade Agreements Act sets forth a standard?

Every lawyer on this committee knows that the courts have in-
variably held that Congress cannot delegate its legislative power
unless it prescribes a standard which is intelligible and capable of
being followed.

I am not going to urge upon this committee what I know and what
I have said before that there is no standard here. I am talking to
you now about the elimination of the voice of Congress from the
reorganization of the world when this war is over, that is what we are
talking about and let nobody make any mistake about it.

I am saying to you gentlemen there is no power under heaven that
can strip the Congress of the United States of its authority to act for
the people of the United States except the Congress itself, and we
are doing it so fast that it appalls me.

This committee on the 2d of March unanimously recommended
to the Senate the enactment of a resohtion setting up a special com-
mittee to study post-war economic policies.

This committee asked the Senate of the United States to appoint
10 members of the Senate to study the problems of the post-war world,
and to make a report to Congress. Let me read that resolution to
you:

Resolved, That there is hereby established-
(a) A special committee to be known as the Committee on Post-War Economic

Policy and Planning (hereinafter referred to as the special committee)..
(b) The special committee shall be composed of 10 Members of the Senate, 6

from the majority and 4 from the minority, appointed by the President of the
Senate.

(c) It shall be the duty of the special committee to investigate all matters
relating to post-war economic policy and problems; to gather information, plans,
and suggestions from informed sources with respect to such problems; to study
the plans and suggestions received; to report to the Congress from time to time
the results of findings made and conclusions reached. It is the sense and purpose
of this resolution to make accessible to the Congress, through the special com-
mittee, the most complete information respecting post-war economic policy and
post-war problems that is available, to the end that Congress may be advised
respecting those problems and in a position to formulate solutions with respect
to them which will result in the greatest contribution by the Congress to achieve-
ment of a stable economy and a just, peace. It is intended that full authority to
accomplish this general purpose shall be granted by this resolution.
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HEARINGS: SUBPOENAS: DISBURSEMENT or APPROPRIATIONS

SEC. 2. The special committee, or any subcommittee thereof, shall have power
to hold hearings and to sit and act at such places and times, to require by subpena
or otherwise the attendance of such witnesses and the production of such books,
papers, and documents, to administer such oaths, to take such testimony, and
to make such expenditures, as it deems advisable, not exceeding the sum or
$50,000. Subpoenas shall be issued under the signature of the chairman of said
committee, and shall be served by any person designated by him. Amounts
appropriated for the expenses of the committee shall be disbursed by the chairman.

OFFICERS AND EMPLOYEES: APPOINTMENT AND COMPENSATION

SEC. 3. The special committee shall have power to employ and fix the compen-
sation of such officers, experts, and employees as it deems necessary for the per-
formance of its duties, but the compensation so fixed shall not exceed the cotnpen-
sation fixed under sections 661-663, 664-673, and 674 of title 5 of the United
States Code for comparable duties. Officers and employees of the Government
shaU be detailed to the service of the special committee on its request, without
additional compensation, and such officers and employees shall be paid from the
appropriations regularly available for their salaries.

Gentlemen of the committee, how can the Senate of the United
States, or this special committee, or this committee make any con-
tribution to the solution of these post-war problems if we blithely
surrender to the executive the complete and absolute power contained
in the Reciprocal Trade Agreements Act without review to regulate
international trade?

Sometimes when I think about this problem, I am impressed by
the thought that many of us, in discussing it in the past cnd in think-
ing about it now, are guided by habit of thought. We still imagine
that international trade and commerce is the exchange of goods and
services among individuals, among the representatives of free enter-
prise, whereas if we know a thing about what has been happening
in the world for the last 20 years, we know that international trade is
now governed by Government action and by the action of international
cartels.

When we think of trade and commerce in the terms of 50 years ago,
we are thinking of an old, old world. I should like to see the Congress
of the United States begin to think in terms of the world that is to be
after this war.

What brought on the collapse? Those who have advocated the
Reciprocal Trade Agreements Act have said that it was brought about
by an increase of nationalism, it was brought about by high tariffs.
Why, gentlemen, that is just a superficial view. What happened was
that the lending power of banks And of Government failed.

For 20. years we have been building up markets by lending money
to the purchasers, hoping that somehow or another trade would be
gotten back on its old basis.

We are talking about synthetic rubber today. What about that
question of synthetic rubber?

Don't we know that the British Government and Dutch Govern-
ment had an international cartel which controlled the price of rubber?

Don't we know that that was not a matter of the exchange of goods
and services among the people? The rubber trade was controlled by
the Governments. It was a government act.

When we think of steel and copper, when we think of tungsten and
the General Electric, can we close our minds to the fact that the Inter-
national Cartel, the combination of I. G. Farbenindustrie and Krupp
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in Germany, with some of our own great industrial organizations like
the General Electric dominated the trade?

The entered into the international agreement without so much
as a "by your leave" of the Senate of the United States.

They made their reciprocal trade agreements. Congress had
nothing in the world to say about, them, and the people whom the
Congress represents, were the victims of these trades.

Is it going to be any correction of that system to transfer this
power completely to the executive branch of the Government?

N, some gentlemen may think that this is a mere figment of the
imagination.'

I say to you gentlemen of the committee that you are dealing with
the most fundamental question that has arisen in the American
political and constitutiQnal scene in 100 years.

I want to call your attention to the testimony of the Honorable
Francis B. Sayre before the House committee. He was asked to
explain the fact that of the 26 countries with which we have nego-
tiated trade agreements only 4 have placed the legislative body in
the position of impotence, that the Congress of the United States has
done for itself.

"How does it come," Assistant Secretary Sayre was asked, "that
of all these countries 22 retain in some form or another the legislative
power to approve these trade agreements?"

Now just listen to his answer. I am reading from page 164 of the
House hearings. This testimony was given on April 14. ie was
asked about the list of countries.

"Who issued this list?" Mr. Knutson of the House committee asked.
Mr. SAYRE. I am not sure whether it is the Tariff Commission or the Depart-

ment of State. I can't say offhand, sir; I am not sure which.
The agreements not requiring subsequent foreign legislative action are those

made with Belgium and Luxemhurg, with Cuba, with Ecuador, and with Peru.
I interrupt long enough to point out that the trade agreement with

Belgium and Luxemburg was in fact a treaty, because it modified a
previously made treaty.

No matter what you may say about regulation of commerce, or
what you may desire to say about the taxing power, that trade agree-
ment did, in fact, modify a treaty which had previously been modified
by the Senate of the United States in accordance with the Constitution.

Then returning to Mr. Sayre:
Those agreements put into effect provisionally, subject to eventual foreign legis-

lative action are Argentina, Canada, Czechoslovakia, France, Netherlands,
Switzerland, turkey, United Kingdom, and Venezuela.

Those agreements which did not become effective until after foreign legislative
action are Brazil, Colombia Costa Rica, Cuba, El Salvador, Finland, Guatemala,
Haiti, Honduras, Mexico, Nicaragua, Sweden, and Uruguay.

I shall refrain from making the comment which comes to mind in
this connection.

In order that I may lay before this committee the seriously dis-
torted and naive opinion of Mr. Sayre with respect to the executive
and legislative power, Mr. Sayre was cognizant of the fact that this
list which he had just given of little republics in Latin America showed
greater loyalty to the principle of legislative representation of the
people than the Congress of the United States, and so lie wanted to
explain it away.
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Listen to the explanation:
I would like to add that with respect to many of these, they are agreements

with countries under the parliamentary system of government. By that, of
course, as you realize, the executive is in control of legislative action.

Can anybody imagine a more complete reversion of the facts?
He goes on:
So long as the executive, the prime minister, remains in power, he can com-

mand the action of the legislature, so that an agreement entered into agreed to
by the executive, sanctioned by the prime minister, practically is assured of
legislative support. That is, in those countries one does not have the distinc-
tion, the separation, I mean, between legislative' and executive functions.

Oh, Mr. Chairman we have that distinction in the United States.
The framers of the constitution were careful to say the Executive
shall not be free of the legislative power. And we representatives of
the people blithely walk up to the bar of history and say, "Despite
everything that has happened in our past we desire to surrender to
the Executive this power which the framers of the Constitution said
belongs to the people through their representatives."

Senator BAILEY. Senator, it is not so much a desire as incapacity.
I would like to have you address yourself to that.

You are very eloquent in expressing it. How can we go about it?
What is your suggestion?

Senator O'MAHONEY. May I come to that in just a moment?
I want to finish the analysis of what Mr. Sayre has said.
"So long as the executive," he says, "the prime minister, remains in

liwer, he can command the action of the legislature."
Now we all know perfectly well that thp prime minister in a parlia-

mentary government holds his position a4t the will of the parliament.
Ke cannot command the parliament. The moment that he takes an
action which is out of harmony with the will of the parliament, that
moment he loses hs political head. But in this country, when the
legislative surrenders its power of supervision over the executive,
then indeed the executive becomes all-powerful, then indeed do we
find that the executive power of the government is being built up at
the expense of the legislative.

Oh, Mr. Chairman, it seems to me that there never was a time in
all the history of this Government when it was of greater importance
that the elected representatives of the people should stand, without
trembling or taking a single backward step, for the preservation,
complete and unadulterated, of legislative power.

Now, I come to the question asked by the Senator from North
Carolina.

All that is necessary, I will say to the Senator, is for the Congress
to equip itself with its own experts, to equip itself with a sufficient
staff to do the work which ought to be done and which must be done.
Of course, the life of this age is mueh more complicated than the
life of 50 years ago, or 100 years ago, but we create these expert execu-
tive bureaus now under the aegis of the Executive and then we surren-
der the power and'practice of supervision over them. Indeed, if we
do try to e:ercise any supervision, then the cry goes out, "What is
the Congress interfering with the Executive fort"

They say we are interfering ;with the efficiency of government.
And yet there is not a Member' of the Senate, or a Member of the
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House, who cannot point out innumerable instances of the inefficiency
of the bureaus, the incompetence of the bureaus to do the work
which has been delegated to them.

Senator DANAHER. Senator, may I ask you a question?
Senator O'MAHONEY. Let me add just this word. Take this Com-

mittee on Finance now for the fourth time dealing with this problem
of reciprocal trade agreement.

We nave been content through all this period of 10 years to invite
spokesmen from various parts of the country, representatives of in-
terested organizations, to come here and give their testimony, and
then we dismiss them. What effort has been made by the Ways and
Means Committee of the House and by the Finance Committee of
the Senate to enter into all of the problems that affect this question
of international trade?

Let us take for example, trade with the Latin-American countries.
How much testimony is there before this committee or before the
Ways and Means Committee about the loans of the Export-Import
Bank in Latin America? Mr. Nelson A. Rockefeller was testifying
before the House committee and he is the Coordinator for Inter-
American affairs, and he was attributing to the reciprocal trade pro-
gram the increase of trade with Latin America and he said-I have
forgotten the figures-trade has increased from $462,000,000 in 1932
to $960,000,000, let us say, in 1939.

I want to call your attention to the fact that as of May 17, 1943, the
authorizations and commitments of the Export-Import Bank of
Washington to Latin-American countries amounted to $757,134,014.79.
Does anybody imagine that that has nothing to do with this trade?
That is the action of a Government body. It is not the reciprocal
trade agreements that are building up the trade with Latin-America.

What about the purchase of gold? The Executive buying gold in
South Africa, digging it up from the ground there, transporting it
across the seas, and burying it in the ground here in order to increase
trade.

Senator LODGE. Will the Senator permit a question?
Senator O'MAHONEY. Surely.
Senator LODGE. When the Senator says Congress stands on the

brink of oblivion I do not think he exaggerates at all. It seems to me
that this procedure in this resolution can be followed in a way so as to
bypass Congress entirely.

Senator O'MAHONEY. I am going to show that that is precisely the
intent.

Senator LODGE. Let me ask the Senator, When is an agreement
between nations a treaty, and when isn't it?

Senator O'MAHONEY. Well, as I said at the beginning, it had not
been my intention to go into that old argument. That was all pre-
sented very lucidly by Senator Pittman in 1940. In the course of that
argument at that time the same question arose: What is the difference
between a trade agreement and a treaty? I will say to the Senator
as I see it, and I think a study of all the international agreements wilt
bear it out, a treaty is an international agreement which states a
course of policy affecting the public welfare over a period, whereas an
executive agreement is an international compact or convention to
carry out a policy which has already been determined by the proper
legislative authority of the Government.
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Now, in the course of the discussion, when Senator Pittman was
speaking---I an reading from page 3322 of the Record of March 25,
1940-41 interrupted him in order to read into the Record some ma-
terial that had been presented, mistakenly 1 thought, by Congressman
Robertson, of Virginia, to show that there is no distinction between
treaties and trade agreements. The then chairman of this committee,
Senator Harrison, inserted it into the Record, and I thought that the
record of the Senate should contain it.

Mr. Willis Robertson was quoting from the opinion of Chief Justice
Taney in the case of iHames v. Janvison, 14 Peters 540, page 571.
Now the virtue of this quotation, of course, is that it is the authority
cited by the principal advocate of the Reciprocal Trade Agreements
Act in the House of Representatives and the Ways and Means Com-
mittee. This evidently was the very best authority he could find.
I am quoting now from Chief Justice Taney as quoted by Mr.
Robertson:

In the very next clause of the Constitution, the States are forbidden to enter
into any "agreement" or "compact" with a foreign nation; and as these words
could not have been idly or superfluously used by the framers of the Constitution,
they cannot be construed to mean the same thing with the word "treaty."

Now, there is no need of disagreeing over that. A trade agreement
and treaty are different things.

A few extracts from an eminent writer-

the Chief Justice went on- I
on the laws of nations showing the manner in which these different words have
been used, and the different meanings sometimes attached to them will, perhaps,
contribute to explain the reason for using them all in the Constitution; and will
prove that the most comprehensive terms were employed in prohibiting the
tates all intercourse with foreign nations.

Chief Justice Taney is saying that when the Constitution prohibited
the States from making an agreement or compact with foreign nations
the Constitution was prohibiting all international intercourse, and I
assume nobody will debate that.

Vattel-
now he is quoting an authority-
page 192, section 152, says: "A treaty, in Latin foedus, is a compact made with a
view to the public welfare, by the superior power, either for perpetuity or for a
considerable time."

Then section 153:
The compacts which have temporary matters for their object are called agree-

ments, conventions, and pactions. They are accomplished by one single act, and
not by repeated acts. These compacts are perfected in their execution once for
all; treaties receive a successive execution, whose duration equals that of the
treaty.

That is the end of the quotation from the authority made by Chief
Justice Taney.

Senator LODGE. Isn't it true that the decision as to whether a
certain international understanding is or is not a treaty must rest with
the executive branch of the Government?

Senator O'MAHONEY. No; not at all. There is no provision of the
Constitution anywhere that says the executive branch of the Govern-
ment should decide which is a'treaty and which is not.

Senator LoDGE. What is the practical matter?
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Senator O'MAiIONEY. The practical matter is this-and this is the
concluding phase of my talk here-that for 20 years there has been a
conscious effort in the State Department to build up the trade agree-
m(nits-not the trade agreements, the executive agreement' at the
expense of the treaty-making power.

Senator BAILEY. The St. Lawrence treaty was negotiated by three
Presidents. The last time the thing came down it came down as an
agreement. The fact we had agreed to these trade agreements was
cited as authority and precedent for us to acquiesce in the St. Lawrence
treaty.

Senator O'MAONEY. Exactly.
Senator LODGE. That is just my point. In that particular case the

executive branch of the government, as Senator Bailey mentioned,
decided it was not a treaty, that it was an agreement. Why cannot
they do it again, and in that case what is Congress going to say about
it?

Senator O'MAIONEY. The Senate of the United States at this
moment is the last barrier between complete executive domination of
the Government of the United States and a loss of legislative power.
We can write this into the law now. We can say in words that nobody
shall misunderstand that these agreements, before they become
effective, must have the approval of the people's representatives. I
say to you gentlemen of the committee, unless you do it-unless you
do it--your power to share in the reorganization after the war has
been won will have been wiped out. There is a conscious effort to
destroy the treaty-making power of the Senate.

I recommend to the reading of every member of this committee
before action is taken on this agreement or on this resolution-

Senator BAILEY (interposing). I think that effort is manifest in the
resolution in the Senate, is it not?

Senator O'MAHONEY. Thank you. I am glad the Senator says that.
I want to call your attention to the book on International Execu-

tive Agreements, published in 1941 by Mr. Wallace McClure, a civil-
service employee of the State Department, who has prepared a very
exhaustive and able analysis of trade agreements, Executive agree-
ments, and treaties. The whole purpose of it is to say that the
ratification of treaties in the constitutional method is undemocratic
and should be done away with, and that in its place there ought to be
the Executive agreement. We are already told that it is not neces-
sary and probably undesirable to have a definitive treaty of peace for
the termination of the war. We are told that the executive arm of the
Government through the military power and through the power of
international trade, shall govern these countries which are to be con-
quered.

Why, gentlemen, if that be the plan, on the very threshhold of the
greatest crisis in democratic reorganization in the history of the
world, the legislative body of the United States, the Congress, sur-
renders its power, then the Senate need not worry about treaties or
post-war agreements.

Let me read what Mr. McClure's argument is. I am reading from
page 251.
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The factual basis of the present thesis may now be regarded as complete.
Effort was made in part I to demonstrate in comprehensive fashion the extent

of the actual use of the Executive agreement as an instrument of national pro-
cedure and policy. In both variety and numerical preponderance the Executive
agreement system was shown to be a worthy team mate of the treaty system in the
development and maintenance of American international relations.

Now, the statistics which he presents show that the year 1920 repre-
sents what he calls the median point. Before 1920, throughout the
history of the United States, there were fewer Executive agreements
than treaties. Since 1920 there have been more Executive agreements
than through the entire history of the United States prior to 1920.
Gradually the Executive power has been built up.

Senator BAILEY. Most of those were under this Reciprocity Act,
were they not?

Senator O'MAHoNEY. No; there were only 30 of those.
Senator BAILEY. How many others were there?
Senator O'MAHONEY. I can turn to the exact page here.
Senator BAILEY. Don't trouble. We can get it.
Senator O'MAHONEY. Well, it is important. On page 4 of this

volume Mr. McClure says:
The numbers of treaties and Executive agreements have increased with the

vast expansion of world affairs, reflecting the growing participation of the United
States. During the first 50 years of Government under the Constitution the
President is known to have entered into some 27 international acts without
invoking the consent of the Senate, while 60 became law as treaties; for the
second half century the figures appear to be 238 Executive agreements and 215
treaties; and for the third similar period 917 Executive agreements and 524
treaties. For treaties the midway point of the enumeration coincides rather
closely with the advent of the twentieth century (beginning of 1903); for the
Executive agreements listed the median year is 1920.

Now, returning to the argument which was presented on page 251,
Mr. McClure goes on:

That the making of Executive international agreements is authorized by a con-
stitutional usage and that the Constitution of the United States, like that of
every other country, consists not merely of a particular charter or similar instru-
Exent of Government but also largely of institutionalized habits or customs-
usages-was the theme of part 2. The parallel course of constitutions with a
core of what is regarded as in a special sense superlaw, and the English Consti-
tution, which lacks one, was indicated, and outstanding American usages, like
judicial review and the employment of executive agents, were the subject of
discussion.

He is asking his readers to adhere to his theory that the Constitu-
tion, even in the vital matter of the ratification of treaties, may be
amended by usage, and the effort is made to show that gradually
there has been an invasion of the field of the treaty by the Executive
agreement, and because of that invasion we ought now to consent to it.

Senator CLARK. Senator, there is a very essential and vital differ-
ence, is there not, between Executive agreements negotiated under
such a resolution, the extension of which we now have before us, by
specific authority of Congress, and any Executive agreements that
were not authorized by Congress?

Senator O'MAHONEY. Oh, yes; certainly.
Senator CLARK. Executive agreements negotiated under the old

postal convention law is one thing, but there is certainly no precedent
for such an instance of Executive agreement as Senator bailey referred
to a moment ago.

Senator O'MAHONEY. Certainly.
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Senator CLARK. I do not believe that they are on all fours with
cases where Congress has specifically authorized the negotiation of
such Executive agreements.

Senator O'MAHONEY. The Senator from Missouri, like myself, has
been a lifelong advocate of the principles of Thomas Jefferson.
Jefferson believed in the strict construction of the Constitution in
order to preserve the power of the people in their States and in their
localities. He was against the broad construction of the Constitution
which was designed as he saw, to build 'up the Executive at the
expense of the people, and goothroughout, his history you will findthat golden thread defending the rights of thepeople in their local
communities against, the central power-and no*, ,we are asked to
reverse that. hi, pf

I say that thi constitutional debate, over the construction of the
Constitution is more important today tliaa it was in the time of
Jefferson, because now 'the world is toppling before the advance of
the totalitarian regimes, and We in te Siat6 oi.the Unite# States
are asked tt give our ad and comfJrto x the advauie,of the totalitarian
theory in e United States ofA'ica. 4,

Senato.Vr fILLKiN. Mr. CIAirman. ,
The CAIRMAN. Senator Miflikin.
Senator MILLIKWI1i: Senator P'M#hpuey, will you let me intrject

for just aanoment? ,
Senato;,O'MAHo EY. Suely.
Senator; MILK 4 I wiit'to invite youk attention to arocle I,

section 7 of the Coostitution 'that pis" in Congress the power "to
make all laws which w1l be necessary and proper to,,arry int9 execu-
tion the foregoing powers," ref£rrhq to congesoional powfs, "and
all other powers vested by the' onstitution in' tWe Governr6nt of the
United States,Wr in any dpartlaint o office thereof." ,

Senator O'MA IPNEY. Yes, of coui'sc.
Senator MILLIKIN.. I think that has the most pertinient relevancy

to these agreements that we have been talking about.
Senator O'MAHONEY.- Tw,1ole question-h'ere is whether or not

Congress is going to abdicat it -poWiM, ahd I say to you if in this
crisis we permit this act of abdication we shall find it difficult indeed
to regain the people's power which we have so blithely tossed aside.

We are now passing upon trade agreements in abnormal times.
This is not the situation that existed in 1934 or in 1937; it is scarcely
that which exitd in 1940, although 1940 was much more identical.
In the argument in that year I pointed out that the world -was at
war, that trade agreements could not be made for the purpose of
building up international trade. Mr. Sayre proves my statement
now in his testimony by saying that international trade since 1939
has been merely the act of government, affected by the war, by sub-
marine campaigns, by shipping shortages, by supply and demand.
Why, government has assumed complete authority, and necessarily
so, of course, to win the war, but what I am pointing out is that we
are surrendering the power to win the peace, and I am showing you
that a responsible employee of the Department of State has laid
down the formula. Let me read a few more words.

Senator DANAHER. How do you need any better illustration of the
points you are making than the agreement concluded between Mr.

87028-48--4--8
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Sumner Welles and Mr. Churchill in February 1942, which purports
to be an Executive agreement?

Senator O'MAITONE Y. The Executive is advancing steadily into
the field of the legislative. I do not pretend to say that Congress is
without blame-of course it is to be blamed, Congress has not done
its job, Congress has not worked hard enough. We appropriated
$29,000,000-

Senator BAILEY. Billion.
Senator O'MAHONEY. No; $29,000,000. I am talking about the ap-

propriation for the expenses of the Congress, of the Senate and House,
to pay the salaries of all Members, to pay the salaries of all clerks, to
pay al the expenses. We have appropriated annually less for the
Congress than we appropriate for the publicity bureaus of the depart-
ments. How can it be said that Congressa is doing its job?

Senator VANDENBERG. Will the Senator permit me to make a sug-
gestion to him?

Senator O'MAHONEY. Certainly.
Senator VANDENBERG. The Senator is presenting the argument that

usage is constantly being played as a progressive reason to further in-
vade the Congressional authority. I call his attention to what I think
is the most important contemporary exhibit to prove that the Senator
is not dealing in a merely imaginary hazard. 1 call his attention to
article VII in the master agreement made under the Lend-Lease Act
which spells out the precise purpose that the Senator now discusses,
and by way of conciliation and hope I remind him of what happened
before the Foreign Relations Committee of the Senate, without regard
to party, when it reported the extension of the lend-lease agreements
bill, article VII, and notified the world that we would have no respon-
sibility.

Senator O'MAHONEY. I say to you gentlemen of the committee,
make your fight here and now. If you do not do it you will have lost
your power.

I know that the members of the committee are anxious to get to the
Senate, and I will hurry along, reading one or two more extracts.
Now listen to this, please. This is from page 252:

While through citation of judicial decisions and otherwise there has heretofore
been no hesitation to invoke the terms of stated law, hereafter, in part 3, strictly
legal reasoning will hold the center of the discourse. It is believed that the
President has, and was intended to have, under the Constitution, all the powers
and the functions of the head'of a fully recognized member of the society of na-
tions; that he has, accordingly, the authority to enter into any manner of inter-
national act, on any subject, that is entered into by other states of the world.

Is it any wonder that Mr. Sayre, in explaining the attitude of the
backward nations of Latin America in preserving the legislative
power, has said that in some of these countries the parliament system
is under the control of the executive? That is what they want, Mr.
Chairman and gentlemen of the committee. And bear in mind it is
a matter of growth. It has been growing, as Mr. McClure has pointed
out, not in this administration alone but in previous administrations
as well.

The tendency to use power to extend power is clearly manifested
here, as it has been everywhere else, but are we to say in the Finance
Committee of the United States Senate, as Mr. McClure says, that
it was the intention of the Constitution that the President should
have "all the powers and the functions of the head of a fully recognized
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member of the society of nations"? Why, that is perfect and com-
plete nonsense, The intention of the framers of the Constitution
was that the people should control the Government.

Senator MILLMIN. The Constitution, Senator O'Mahoney, says
otherwise in explicit language.

Senator O'M AHONEY. You mean otherwise than what Mr. McClure
says.

Senator MxITAKIN. Yes, exactly.
Senator O'MAHONEY. The Constitution says in explicit language

what the respective powers are.
Senator MILLIKAN. Exactly.
Senator O'MAHONEY. Of course, the point is, I will say to the

Senator from Colorado, that these executive experts under civil service
are impatient of Congress, they are impatient of the politicians who are
elected by the people and give some concern to popular wishes.
They are impatient to log-rolling, they say. They do not want to be
impeded in the exercise of their wise judgment in doing what ought
to be done.

But, gentlemen of the committee, democracy was not established
for the purpose of efficiency, it was established for the purpose of
liberty and freedom. There are not enough executive experts in all
of Washington to exercise wisdom and power that is greater than the
power of the people through their legislative representatives.

The Constitution is not outmoded. They will tell you it is. If
the Constitution is turned into scrap and a new world is reorganized
by Executive decree, then totalitarianism has come to America.

I will read just one more word, gentlemen, and then I will ask leave
to put the rest in the record. May I read this from page 363:

The President can doby Executive agreement anything that he can do by treaty,
provided Congress by law cooperates. And there'is a very wide field of action in
which the cooperation of Congress Is not necessary; indeed, where Congress
possesses no constitutional authority to dissent.

Mr. Chairman, gentlemen may argue themselves into the belief
that because a reduction in tariff duties may be beneficial, it should be
done in an extra constitutional way- Gentlemen may argue them-
selves into the belief that efficiency requires the increased power of the
Executive, but when they do this they are arguing against the funda-
mental principle of our Government, which is that the people shall
control.

For my part, I am not ready to take this step of abdication.
Now, Mr. Chairman, let me ask that there may be printed in the

record at the conclusion of my remarks the text of the amendment
which I have already presented on the floor of the Senate, and which
is the same as the one which I offered in 1940.

(The amendment referred to is as follows:)

[H. 1. Re. ill, 76th Cong., 1st sess.]

AMENDMENT intended to be proposed by Mr. O'Mahoney to the joint resolu-
tion (H. J. Res. 111) to extend the authority of the President under section 350
of the Tariff Act of 1930, as amended, vio:

On page -, line -, insert the following: "No foreign-trade agreement here-
,after entered into under the authority delegated to the President by such section
350, as amended, no amendatory or supplementary agreement hereafter entered
into under such section, and no duties and other import restrictions specified
in a proclamation issued by the President to carry out any such foreign-trade
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agreement or any such amendatory or supplementary agreement, shall take
effect until the Congress by law has specifically approved such agreement and the
duties and other import, restrictions so specified to carry out such agreement."

Senator O'MAHONEY. I also would like to insert in the record
another amendment. I have drafted this amendment merely for
the purpose of drawing a contrast between those countries which
still are loyal to the legislative principle. It reads as follows:

At the end of the joint resolution insert the following section:
"Smc. -. No foreign-trade agreement or amendatory or supplementary

agreement hereafter entered into under such section, which is subject to the
approval of the legislative authority of the foreign government with which such
agreement is made, shall become effective until it shall have been approved by the
Congress in the same manner as that in which it is required to be approved by
the legislative authority of such foreign government."

Now, there is just one other thing-
Senator VANDENBERG. Before you leave that, Senator, let me be

sure I understand you. The language in your amendment is "until
the Congress by law has specifically approved such agreement," is
that right?

Senator O'MAHONEY. That is the printed amendment.
Senator VANDENBERG. You are not referring to the ratification of a

trade treaty by two-thirds of the Senate?
Senator O'MAHONEY. No. I understand Senator Maloney is

offering such an amendment.
Senator VANDENBERG. This language means a vote of both Houses?
Senator O'MAHONlY. This language means a vote of both Houses;

yes.
I ask unanimous consent that there may be printed at the conclusion

of my remarks the daily summary of loans of the Export-Import
Bank of Washington as of May 17, 1943. This shows the loans and
authorizations for Latin America, for China, and for other countries,
and the total.

Senator VANDENAfERG. Does that include the commitments made
by Mr. Wallace the last time?.Senator O'MAHONEY. This does not include anything that has
been done by the Board of Economic Warfare. That is another field
into which this committee ought to go before it decides to abdicate
the legislative power.

(The table referred to is as follows:)

Export-Import Bank of Washin~ton, daily summary of loans, May 17, 1943

Latin America China Other Total

Authorizations ................. $757,134,014,79 $138,943,329. 99 $246, 789,614.86 $1, 142, 86, 959. 64
Cancelations and expirations. - 199,635,012.46 1,526,800.0 102,295, 308.21 303,457,120.67
Disbursements ................. 184, 705, 707. 74 114,978,314.36 93,773,114.23 393,457,136.53
Repayments................... 91,789,896.11 49,811,361.49 62, 764, 917.46 204,366,175.06
Outstanding loans ............ - 02,915,811.63 65, 166, 953.07 31,008,190.77 189, 00, 961.47
Undisbursed commnitments . 378,444,045. 40 22, 438,215.43 30,863,278.91 451,748 ,39.74
Total undislbnrsed conmmit-

s nents plus outstanding loans. 471,359,857.03 87,605,168.50 81,871,475.68 610,830,301.21

Senator O'MAHONEY. Finally, Mr. Chairman, I have prepared a
summary of some of the things I wanted to say. I will not burden
you with reading it. If I may, I should like to have that printed also.

The CHAIRMAN. It may be printed in the record.
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(The summary referred to is as follows:)

SUMMARY OF STATEMENT OF SENATOR JosErii C. O'MAHONEY, OF WYOMING, TO
THE FINANCE COMMITTEE OF THE SENATE ON MAY 19, 1943, ON THE EXTENSION
OF TnE rECiPROCAL TRADE AGREEMENTS

The legislative power never stood in greater jeopardy in this country than it
does at this moment. The conflict between the Congress and tie bureaucracy
reaches its crisis in this bill to extend the Trade Agreements Act without tle right
of legislative review. If it is passed i, this form, the executive power will have
won a decisive victory over the legMative power from which Congress will find
It difficult to recover.

The issue involved is not whether international trade is good or bad, whether
it should be encouraged, nor indeed, whether tariff rates should in normal times
be worked out by experts of the Tariff Commission and other Government agencies
Without reference to Congress. It is simply whether in the greatest international
crisis in which this country has ever been engaged, the Congress of the United
States should voluntarily abdicate its power over international economic reorgan-
ization.

This committee on March 2 unanimously reported to the Senate the resolution
introduced by its chairman providing for the organization of a special committee
"to investigate all matters relating to post-war economic reorganization and prob-
lems." That resolution was adopted. The committee was appointed and it is
now in existence under the specific instructions of the Senate "to make accessible
to the Congress the most complete information respecting post-war economic
policy and post-war problems that is available, to the end that Congress may be
advised respecting those problems and in a position to formulate solutions with
respect to them which will result in the greatest contribution by the Congress
to the achievement of a stable economy and a just peace."

It is inconceivable to me that a committee of the United States Senate which
has such a concept of the power and responsibilities of the Congress should now,
within less than 3 months, give its approval without amendment, to a measure
which in effect completely delegates to the EIxecutive all legislative power with
respect to post-war economic policy.

There is no authority in this country which can strip Congress of ifs power
to serve the people except the Congress itself. If this measure passes without
retaining some form or semblance of congressional supervision over tile arrange-
ments that are to be made during the next 2 or 3 years to shape international
economic policies, Congress will have reduced itself to a position of impotence in
the very field in which it owes to the people of the United States its ablest and most
unremitting endeavors.

For fully 20 years the Executive has been Jbuilding itself up at the expense of
Congress, which, unfortunately, has been too ready to acquiesce in tile transfer
of its constitutional powers to the constantly multiplying boards, commissions
and bureaus. Nowhere has the diminution of congressional power been more
manifest than In the field of international relations. Whereas in the early history
of our country most international compacts were in tle form of treaties, the last
several decades have seen a complete reversal of the method of international
arrangement. We now have more executive agreements by far than we have
treaties. Indeed there have been more executive agreements during the last
25 years than during the entire previous history of the Government.

There has been a growing tendency in the State Department to regard the
Executive as more significant and important than the legislative branch of the
Government. Nowhere I think has this new view of the comparative importance
of these two branches of government been more clearly, and also more naively
expressed, thacn by Hon. lrancis B. Sayre, Special Assistant to the Secretary of
State, in his testimony before the House Ways and Means Committee on April14.
He was asked to say how many of the reciprocal trade agreements into which

this country has already entered required legislative approval in the countries
with which they have been made. It is a shocking thing to consider that while
the Congress of the United States has nonchalantly surrendered its right to review
these agreements on behalf of the people whom they represent, in only 4 of the
28 countries with which we have made these agreements does the legislative
branch have nothing to say about the approval of the pacts. In the remaining
22 countries the legislative power of review is retained.
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Explaining this contrast which reflects so sadly on our devotion to the prin-
ciples of popular government as compared with the countries with which we have
negotiated, Mr. Sayre said:

"I would like to add that with respect to many of these, they are agreements
with countries under the parliamentary system of government. By that, of
course, you realize the Executive is in control of legislative action. So long as
the E'xecutive, the Prime Minister, remains in power he can command the action
of the legislative so that an agreement entered into, agreed by the Executive,
sanctioned by the Prime Minister, practically is assured of legislative support.
That is, in those countries one does not have the distinction, the separation, I
mean, between legislative and executive functions."

It would be difficult to imagine a stranger or more unwarranted distortion of
the realities of the parliamentary system. Under a parliamentary government
the Executive is not in control of legislative action, as Mr. Sayre so blandly
asserts. The legislative power is at all times in complete control of executive
action and when the Prime Minister acts, he acts with the understanding that
his policy must be the policy of the legislative arm at the peril of his own political
existence,

The truth of the matter, however, is that, Mr. Sayre's conception of the supe-
riority of the Executive to the legislative power is shared by his associates in the
Department of State as evidenced by the recently published book on Inter-
national Executive Agreements by Mr. Wallace McClure of the State Depart-
ment staff. Let me quote from Mr. McClure (p. 252 of his book):

"It is believed that the President has, and was intended to have, under the
Constitution, all the powers and functions of the head of a fully recognized member
of the society of nations; that he has, accordingly, the authority to enter into any
manner of international act, on any subject, that is entered into by other states of
the world and that, while this power must be exercised without violation of the
Constitution and in accommodation with other possibly conflicting powers granted
by the Constitution, notably, the powers of the legislature, an Executive agree-
ment not in contravention of the Constitution and not in conflict with any act of
Congress (best shown by positive congressional confirmation either before or after
signature) is bindingon all of the Executive and all the law-enforcing agencies of the
Government and is the equivalent of law."

Again from page 363 1 quote the following:
"The President can do by Executive agreement anything that he can do by

treaty, providing Congress, by law cooperates and there is a very wide field of
action, in which the cooperation of Congress Is not necessary: indeed, where
Congress possesses nt constitutional authority to dissent,"

Surely in the light of this it Is unnecessary to argue that if the Congress passes
this bill in its present form it will voluntarily eliminate itself from all Executive
participation in post-war reorganization.

Already we are being told that it will be unnecessary to end this war by a treaty
of peace. Indeed, it has been suggested that it would be preferable to have no
definitive treaty, but to allow the executive arm of the Government, through its
military and diplomatic branches, to conduct post-war reconstruction. If this
policy be coupled with the policy set forth in this bill by which the Congress is
effectively bypassed, then, obviously, the elected representatives of the people of
the United States will be without voice in the reorganization of the new world.

It is said that we do not dare to reassert the legislative power of the people of
the United States through the Congress lest the other countries of the world gain
the notion that we are to be too jealous of the rights and advantages of our own
people, Mr. Sayre's testimony that 22 of the 26 nations with which we have
already negotiated reciprocal trade agreements preserve the right of legislative
review is, of course, a complete answer to this argument. The Parliament of
Great Britain has not surrendered its authority to review trade agreements.
The legislators of Canada have net surrendered their power. We are already
talking of 4 great United Nations who are to dominate the new world that is to
arise aftcr the war. With 2 of these, Russia and China, we have as yet no recip-
rocal trade agreement. What is to be done by way of trade with these powers
will shape the economic destiny of the world. Poor China has been buffeted
around so much by the great powers in the past that it may not as yet have
developed a national consciousness strong enough to resist the will of its allies,
but surely no one will say that Russia will abandon its policy of enlightened self-
interest, as it sees it, for fear of being misunderstood by the" other nations of the
world. Only in the United States are the representatives of the people expected
to put blinders on their eyes and gags in their mouths lest their purposes be mis-
understood.
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If the Congress of the United States, at the threshold of this great crisis
voluntarily eliminates itself from an active part in reviewing the international
economic arrangements that are to be made, then it, and it alone, will be to blame
if, in the reorganization that is to come, the people of this country will be forced
to play the role of Santa Claus for the entire world while other and more realistic
nations protect the interests of their populations.

Let no one imagine that this is not a real danger. We delude ourselves if we
think that the international trade of this era is to be compared with that of
previous generations. As Mr. Sayre said in his testimony to the House com-
nittee:

"It is quite clear that no figures since then (1939) could throw any further light
upon the issues, for the world has been at war and trade has been dominated by
war supply and war blockade, the submarine campaign, the incursions of the
enemy, the strategic use of scarce shipping, and the necessities of military oper-
ations."

The picture Is more unreal as compared with the traditional world trade than
even Mr. Sayre's description, for trade in our time is no longer a matter of the
exchange of goods and commodities by individual producers and traders, it is a
matter of Government loans, Government finance, and international cartels. In
all the testimony which has been given in support of these agreements, little or
nothing has been said about Government purchases of gold, the devaluation of
the dollar and the operations of the Export-Import Bank of Washington.

Mr. Nelson A. Rockefeller, Coordinator of Inter-American Affairs, testifying to
the House Ways and Means Committee on April 13, spoke of the "health restora-
tion of our inter-American trade from the perilously low level of $4l72,000,000 in
1932 to $961,000,000 in 1939," No reference is made to the commitments and
authorizations of the Export-Import Btank of Washington to Latin America
which amount, as of May 17 of this year, to $757,134,014.79.

There is respectable conservative financial authority for the statement that in
international trade one must never expect all debts to be paid, that trade must be
kept alive by systems of credit which do not necessarily involve either exchange
of commodities or eventual payment of debt. At this moment, the Government
of Great Britain has submitted to us the Keynes plan to provide international
credit after the war and, incidentally, to neutralize our gold supply. The Depart-
ment of the Treasury has its experts working on another plan of international
credit to be carried on by bookkeeping manipulation of symbols. The whole
purpose of both governments is to maintain markets without trade.

It is not for me to discuss this phase of the problem. Suffice it to say that it
is an integral part of the problem of international trade. It is an integral part of
the reciprocal trade program. It is an integral part of economic reconstruction
after the war. Obviously if we delegate to the executive arm of the Government
the control over international trade embodied in this bill, we shall be withdrawing
from the people of the United States the power to supervise the program Vo which
we are to be committed. That is a surrender of the principles of popular govern-
ment to which I cannot give adherence.

Senator OMAIONEY. 1 am very grateful for the indulgence of the
committee.

The CHAIM.&N. Thank you for your appearance.
The commissioner of agriculture of the State of Georgia sent me a

wire which he asked to have put into the record, responsive to some
things that were put into the House record after the commissioner
had appeared before the House Ways and Means Committee. The
telegram is in opposition to the continuance of the treaties, the Trade
Agreements Act itself.

Also a letter which Mr. Eric A. Johnston, president of the Chamber
of Commerce of the United States, has written to me as chairman, in
which he says that the chamber, in its recent meeting in New York,
approved the policy of the Trade Agreements Act and asked for its
continuance. It also refers to his travels in South America and the
attitude of the South American states toward the agreements.

(The telegram and letter referred to are as follows:)
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(Western Union]
ATLANTA, GA., May 18, 1913.

Hen. WAL'rEai F. Giooeo,
Member, United States Senate, Washington, D. C.

DEAR SENATOR GEORGE: In accordance with our telephone conversation to-
day I am making herewith statement to be entered in the record of your Finance
Committee in opposition to trade treaties.

On Friday, April 16, I appeared before the House Committee on Ways and
Means and entered protest against authorizing the Secretary of State to enter
into trade treaty agreements.

My statement before the House Ways and Means Committee will be found
on pages 367 to 383, inclusive, of the House committee on Friday, April 16.

Since some of the statements made by me at the time have been attacked by
Secretary Hull's State Department, and these attacks have been put in the record
I feel that in all fairness Ishould have an opportunity to get this rebuttal state-
ment in the record before you and the committee.

I note in today's Atlanta Journal where Secretary Hull appeared before your
committee and stated that, "The time has arrived to chart the general direction
of our post-war course and begin to make decisions on policies."

I think Secretary Hull hit the nail on the head in that statement. The issue
is now squarely before Congress.

If Congress enacts extension of trade treaties at this time, leading the world to
believe that we are committed to a post-war course of free trade, then the ground
will be laid for bloody wars in the future when we are compelled to repudiate this
course.

If, on the other hand, Congress adopts an extension of these trade treaties with
the intention of this constituting our post-war policy, then the over-all plan of
the internationalists for an industrial empire of England and the United States,
with a world empire of cheap raw materials, will be actually in the making.

If the latter is the intended course of Congress, then the American farmer is
to be put off the farm and herded into the cities to constitute a surplus pool of
industrial labor for the breaking down of organized labor, with our farms per-
mitted to grow' up in briar patches and broom sage.

The record of our world trade with Japan for the last 12 years shows how far
astray we go when we say that trading with a nation will keep us out of war with
that nation.

Every thinking person knows that nations do not go to war because they do
not trade with each other, Neither do they go to war because they do trade
with each other.

Nations go to war with each other when their interests become converse.
They go to war when they are in competition with each other and the competition
becomes, keen.

It must be remembered always that some of Mr. Hull's treaties are kept secret.
The people are not allowed to know what the provisions of these secret treaties
are.

Since the treaties whose contents have been released by Mr. Hull are so bad,
it is fair to assume that the secret treaties are worse.

Secretary Hull's State Department, in Its desperation to counteract the evi-
dence put in the record by me, has resorted to subterfuge unbecoming an American.

According to the Atlanta Journal the State Department said in part, "Mr.
Linder is highly critical of those who in 1936 were not taken in by the alleged offer
of Germany to take five or seven million bales of our cotton in barter for Ger-
many's manufactured products. Mr. Linder was evidently willing to do business
with" Hitler on Hitler's terms, regardless of the effect on American industrial trade.
The responsible officials In Washington were not."

In 1934 when Mr. Hull was advocating these trade agreements, his stock in
trade argument was that foreign trade would keep us out of war.

According to the statistical abstract of the United States for 1941, by the
Department of Commerce, exports of iron and steel to Japan from 1931 to 1935
averaged $169,567,000 per year.

After the power was given to Mr. Hull to make trade agreements, American
exports of iron and steel to Japan jumped to $204,348,000 in 1936.

Our exports of iron and steel to Japan are responsible for Pearl Harbor and
Bataan.
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Had it not been for the scrap iron and steel that this country exported to Japan

between 1932 and 1942 it would have been impossible for Japan to have conducted
an offensive war.

The lives and blood of American boys that hava been taken in our war with
Japan are chargeable to the Congress and to the Secretary of State, who permittec
the shipment of war supplies to Japan during those years.

Increase of shipments to Japan after her attack on China.
In 1931 our exports of iron and steel to Japan amounted to 98,886 long tons.

In 1932, our exports or iron and steel to Japan increased to 191,193 long tons, or
more than double. In 1933, United States exports to Japan increased to the
enormous total of 593,207 long tons.

Secretary Hull asked and received renewal of trade agreements in 1937. With
such a record before them, Congress renewed this law and continued to ship
iron to Japan.

In 1937, the United States exports of iron and steel to Japan amounted to
2,791,183 tons, in 1938, 1,866,751 tons, in 1929, 2,238,161 tons, and in 1940,
1,351,653 tons.

Terrible story of State Department's misuse of its power over international
trade.

In 1931, the year that Japan attacked China, the United States exports to
Japan were, 98,886 tons and in 1937 they were 2,791,183 tons.

Our exports of iron and steel to Japan in 1937 were 27 times as much as they
were in 1931.

In 1940, Secretary Hull asked Congress for another extension of trade agree.
ments.

In 1940, with this terrible record of selling the Japanese 27 times as much
supplies to murder the Chinese with, Secretary Hull went before Congress, asked
for and received the 3-year extension of these nefarious trade agreements.

The Congressmen an'd Senators who voted in 1940 to extend these trade agree-
ments, and who failed to curb our shipments to Japan, had before them the awful
example of Japan's premeditated and cowardly attack and murder of Chinese
men, women, and children.

Mr. Hull's State Department now has the effrontery to boast that they refused
to sell the American farmers cotton to make clothes for the naked people of
Europe in 1936, while at the same time, furnishing weapons to ttie Japanese to
murder the Chinese in cold blood.

According to Mr. Hull's State Department, the State Department was carry-
ing on an economic war on its own hook in 1936, but the American people were
not permitted to know this.

In 1936 Europe and America were at peace.
The American people did not know that an economic war was being carried on.
It is fair to presume that the Senate and Congress did not know that an eco-

nomic war was being carried on.
Just to keep the records straight:
On page 4421 of the Congressional Record of Monday, May 10, part of my

testimony before the House committee is quoted and shows that the original
Trade Agreements Act bore date of June 12, 1934, and was passed by the same
Congress that passed the Agricultural Adjustment Act in 1933.

According to Mr. Smith's Journal article, Mr. Hull's State Department made
the ridiculous claim that horses and mules are not brought into the United States
from Mexico, for human consumption, but are used for dog food and In fertilizer.

According to Statutes at Large, Sixty-sixth Congress, 1919 to 1921, Congress
passed an act permitting the sale of horse meat or horse-meat. products for human
consumption, under rules and regulations prescribed by the United States Secre-
tary of Agriculture.

There are now in the United States, several packing houses who, have Govern-
ment inspectors to inspect horse meat put up for human consumption. This
horse meat Is being shipped throughout the United States-soie of it is coming
into Georgia.

Not long ago as Commissioner of Agriculture of Georgia, I stopped the sale
of a carload of this horse meat in Atlanta. Ga.

This statement by Mr. Hull's State Department is about as unreasonable as
they generally are with trade treaties.

There Is in Atlanta, Ga., a plant where mules and horses are converted into
fertilizer.
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I have before me the figures as to what a horse or mule is worth for fertilizer.
A twelve-hundred-pound horse is a big horse, as all farmers and stockmen and

horsemen know. A twelve-hundred-pound horse will butcher out approximately
750 pounds. Of this 750 pounds there is approximately 500 pounds of tankage
for fertilizer. This horse tankage runs about 10 percent nitrogen, and the
Office of Price Administration ceiling price on it is $5.35 a unit. This 10-percent
horse tankage at $ ,35 per unit, has a ceiling price of $53.50 per ton. One
twelve-hundred-pound horse produces about 500 pounds, or one-fourth of a ton,
so a twelve-hundred-pound horse would produce $13.37 worth of fertilizer. In
addition to $13.37 worth of fertilizer or tankage, if the horse were fat, he would
produce about 100 pounds of grease, which is worth $8, and his hide is worth
about $5.

This makes the hose's total value $24.37 after being processed, Obviously,
horses and mules are not imported for fertilizer.

Treaties and tariffs are the prerogatives of Congress.
Every informed person knows that the making of treaties and tariffs are the

prerogatives of the Senate and the Congress.
To delegate this power to the Secretary of State is simply a convenient way for

Congress to sidestep one of its principal duties.
The American farmer has his eye on Congress as he has never before; let Con-

gress be fair with him.
If Congress extends reciprocal trade agreements with the idea of deceiving the

balance of the world into believing that we are ready for equality with all nations,
then Congress is guilty of a subterfuge, which will bring another dreadful toll in
war in the future.

This is true because neither industry, labor, nor the farmer is going to submit
to free trade and everybody knows it.

If Congress extends the power for these trade agreements, intending for this to
be a permanent policy of this country, then it is clear that the internationalists
scheme of destroying American agriculture and creating a great international raw
materials empire to be controlled by an- English and American industrial empire is
in the making.

Sincerely yours, Tom LINDRR,

Commissioner of Agriculture, State of Georgia.

CHAMBER OF COMMERCE OF THE UNITED STATES,
Washington, May 19, 1943.Hon. WALTER F. GEORGE,

Chairman, Finance Committee,
United States Senate, Washington, D. C.

My DEAR MR. CHAIRMAN: Kindly permit me to inform you that the United
States Chamber of Commerce has, for more than 10 years, supported the Reci-
procal Trade Agreements Act and its extension. Recently, at the New York
convention the resolution that "The policy of the Trade Agreement Act should
be continued" was passed. I

But of even transcending significance would be the psychological effect upon an
uneasy world of any negative or discouraging act on the part of this Nation.
Repeatedly and with emphasis It was brought home to me on my recent visit to
South America that other nations are intently watching the course of the United
States. They hope that we as a nation and as individuals will think and act
creatively and inspiringly if the future of our own and other nations is to be
safeguarded.

As a first test of our attitude toward the post-war world, I think that the
action your committee and the Senate is about to take is heavy with significance
and opportunity.Sincerely yours, ERIc A. JOHNSTON, President.

The CHAIRMAN. The Senators present are pretty well advised about
the situation in the Senate. We are very anxious to dispose of this
matter this afternoon, if we can, in executive session. We will recess
until 3:30 this afternoon, when the committee will meet in executive
session.

(Whereupon, at 11:50 a. m., the committee adjourned.)
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LETTERS AND BRIEFS FILED FOR THE RECORD

MASSACHUSETTS STATE FEDERATION OF LABOR,
Boston, Mass., May 17, 1943.Hton. DAvID I. WALSHI,

Member, United States Senate,
Senate Ofice Building, Washington, D. C.

DEAR SENATOR WALSH: We would like to draw to your attention the position
of the Massachusetts State Federation of Labor with reference to the reciprocal
trade pact, as proposed by Secretary of State Hull, which at present is before the
Senate Finance Committee. At the annual convention of this organization held
in August 1939, the Massachusetts State Federation of Labor went on record as
opposed to the reciprocal trade pact as being detrimental to the best interests of
the workers of Massachusetts,

Now we find that this matter is before the Senate Finance Committee and in-
formed that no public hearings will be permitted. We respectfully request your
assistance in having the hearings on this very important subject made open to the
public and interested parties, so that the many parties in interest may state their
interest to the committee.

We are particularly concerned with the situation in tile watch industry in
Massachusetts and find that in 1942 there were 5,000,000 watches imported into
the United States from Switzerland and from figures available to us, there were
less than 1,400,000 watches produced in the United States. The watch industry
in the United States at present is engaged 100 percent in war production and because
of the existing reciprocal trade pact we have been informed that watch importers
are reaping a harvest at the expense of the workers in the American watch in-
dustry. We are firmly convinced that a further extention of the reciprocal trade
pact will work a hardship upon the workers who depend upon the watch industry
for their livelihood because we, are advised that the watches that are imported are
imported at a lower production cost than those manufactured in this country.

We urge that you lend us your assistance in securing a public hearing on this
matter, so that the watch workers in the Commonwealth of Massachusetts can
register their opposition.

Respectfully yours, ThtOMAS H. WILKINSON,

Acting Secretary- Treasurer.

NATIONAL ASSOCIATION OF WOOL MANUFACTURERS,
New York City, May 18, 1943.110o1. DAVID L. WALSH,

United States Senate,
Senate Office Building, Washington, D. C.

DEAR SENATOR WALSH. I am advised that there will be no hearings by the
Committee on Finance concerning tile renewal of tie Reciprocal Trade Agreements
Act. The committee has of course heard Mr. Hull despite the fact that his ideas
have previously been spread upon the record many tines both by him and by
members of the extensively staffed speakers bureau of the State Department.
How can Congress reach a sound conclusion if equal opportunity is not afforded
to present the opposing point of view?

Mr. Hull's achievements in the realhin of international political relations are
substantial. He has treated smaller nations as equals, lie has shown tact, sympa-
thetic understanding and patience. I yield to no one in admiration for his achieve-
ments in this filed. Unfortunately, however, Mr. Hull has no such record in the
field of commerce. In fact Mr. IHull's many pronouncements on the subject of
international trade clearly indicate that lie does not understand the basic economic
factors which in the long run must control our trade policy.

I sincerely trust that you will read the enclosed brief which I prepared for and
had hoped to present to your committee. In it I endeavor to point out the reasons
why the trade agreements program should be abandoned. jt can be abandoned
at the present time without damage of any kind to any existing trade interest,

Sincerely yours, ARTHUR J3ESSm.
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BRIEF IN OPPOSITION To RENEWAL OF THE RECIPROCAL TRADE AuREEMENTS

ACT PREPARED FOR PRESENTATION TO THE SENATE FINANCE COMMITTEE BY

ARrHUR BESSE, PRESIDENT, NATIONAL ASSOCIATION OF WOOL MANUFAC-
TUREaS, MAY 1943

The State Department asks renewal of the Trade Agreements Act on two
grounds, alleging first, that it is an instrument of peace; the program is described
also by Mr. Welles as "economic nonaggression"; and, second, that it is an eco-
nomic instrument promoting trade between this country and other nations.

The two appear somewhat inconsistent.
The arguments presented do not justify renewal on either ground.

I. THE TRADE TREATIES ARE OF LITTLE OR NO VALUE AS A MEANS OF PROMOTING
PEACE

In 1937 and in 1940 the trade agreements were hailed as contributing to world
peace--an argument not stressed when the act was first passed in 1934. The
various extensions of the act did not preserve peace, and for obvious reasons the
slogan, World Peace through World Trade, has been dropped. No connection
whatever has been shown between peace and the trade agreements, but none
the less we are told by the State Department that the action which Congress
takes on the request for a renewal of the Trade Agreements Act "will be regarded
tbY peoplesthroughout the world as an acid test of our future intentions respecting

Why an acid test? Are foreign nations to believe we are not interested in
post-war rehabilitation of Europe merely because Congress retains control of
the tariff and refuses to continue a delegation of authority to Mr. Hull? Is
post-war recovery dependent upon the degree of power which the executive
branch of our Government is able to capture from the legislative branch? On
the contrary, It should be obvious that foreign nations will feel less secure in
dealing with our State Department if the Department is exercising delegated
powers in a manner of which Congress would not then currently approve. This
is exactly the situation which will exist if the Trade Agreements Act is renewed.
Nothing will do more to confuse pust-war international relationships than the
knowledge that our executive departments are pursuing policies at variance with
the desires of the people and the will of Congress. Mr. Hull is doing the cause of
peace a disservice by insisting that this delegation of power must be renewed at
the present time as an evidence of our good faith and by proclaiming that the
only possibility of post-war reconstruction lies in the progressive reduction of
tariff rates through international horse trading under the aegis of the State
Department. Either Low or at the end of the war this system of bartering tariff
rates will have to be abandoned. Mr. Hull, by insisting that such action will be
a calamity, is laying the basis for a certain amount of future international misun-
derstanding.
What are the requisites for a sound post-war trade policy for the United States?

The primary requisites for a sound post-war trade policy are these:
1. Our policy must be consistent.
2. We must be in a position to determine ourselves the type of trade in which

we can most suitably engage.
3. We must be helpful to oth~r countries but at the same time protect our own

economy.
We cannot be consistent, nor can we control the type of our trade, if our policies

and tariff rates are regulated by trade treaties which bind us to foreign nations.
We can today cancel all of these trade agreements without doing violence to any
existing international trade or injury to any commercial interest. Only by such
cancelation can we recapture our freedom of action and the ability to formulate
and implement a realistic post-war tariff policy.

It is not a question of whether we do or do not participate in international
trade. For years the foreign trade of the United States has exceeded that of any
other nation by a very large margin. The question concerns the type of our trade
and the method of determining the character that trade is to assume. We must
of necessity start with our own economic set-up. Our foreign trade should be such
as to complement rather than compete with our domestic economy. We must
recognize that there are certain things which we do not need to import and realize
too that there are certain of our products which the world does not want at ourp rice. We must appreciate that foreign trade is a means to an end, not an end in

Itself. A simple example will illustrate my meaning.
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If a small New Eingland farmer takes eggs to the general store to exchange for
something else, he does not want to take potatoes since he already has a supply
in his cellar and more growing in the garden; he wants something which he him-
self does not produce. In like manner we cannot import products of which we
already have a sufficiency, nor can we increase the export of our own surplus
products unless some other nation can send us in return something we need and
have not got.
Present necessary steps.

The steps necessary to prepare for a realistic tariff policy are these:
1. Refuse to renew the reciprocal trade agreements amendment.
2. Cancel existing reciprocal trade agreements.
3. Revise and amplify the so-called flexible provisions of the Tariff Act (see,

336) in order to provide for voluntary adjustments of rates to conform to a
national policy.

Such a program would inspire confidence and respect on the part of other
nations. It would indicate that this country intended to formulate its own
tariff policy. It would indicate also that we do not now presume to guess what
post-war tariff rates should be, but that if it appears wise to alter rates after the
war we will of our own volition adjust them either upward or downward as we
believe best without making our tariff a football for international horse traders.

Present reduced rates can remain undisturbed.
In canceling the trade treaties already negotiated under the Trade Agreements

Act it would seem to make little difference whether individual rates were auto-
matically returned to the statutory rates established by the Tariff Act of 1930 or
whether for the moment we retained the rates provided by the several agreements
now outstanding. During the war the question of rates is academic and no one
is wise enough to foresee what duties should be promulgated for the trade of the
post-war period. The important thing is to provide that the rates may be altered
in either direction as need arises. If real flexibility of rates is provided for and if
such flexibility can be exercised at our discretion rather than only upon the
sufferance of other countries with whom we have agreements, there can be no
reasonable objection to allowing the present rates to stand until such time as we
are in a position to know what new rates might be more appropriate. This would
remove any ground for criticism from foreign countries to the effect that we were
commiting ourselves to higher rates but would serve notice that we intended to
keep control of our tariff structure in our own hands.

I will not go into detail in reference to the specific changes which should be
made in the so-called flexible provisions of the tariff act other than to say that I
believe consideration should be given to providing for tariff revisions on broader
grounds than the single one of relative costs of production which is now established.

Concessions we have received under these treaties unimportant.
Some people may ask, "If we cancel these treaties, what of the concessions which

other countries have agreed to give to us?"# Actually that is a matter of little or
1io impotance. Those who advocate a continuance of the trade agreements
pol*iy harve answered that query themselves, although perhaps they do not fully
realize i.They have pointed out that the factor which limits our export trade
is the amount o American dollars or American credits which foreign nations have
to spend for our products. This is to all intents and purposes the only limitation
on our export trade. So long as other countries have American credits they
will buy our goods and will not erect trade barriers to keep them out. When
they do not have such credits they must and will find ways to exclude our goods
regardless of trade agreements. this has been done over a period of years and
will continue to be done. When foreign countries do not have American credits
they are obliged to exclude our goods by one ngans or another unless we are willing
to institute unsound financial measures and extend loans which postpone but do
not settle-the problem.

The spending power of foreign nations, rather than their tariff rates, is what
actually determines the volume of our export trade. Once it is understood that
this spending power is the limiting factor the problem appears much less com-
plicated. It then becomes clear that we can formulate a tariff policy without
having to negotiate treaties with other countries. I do not mean to suggest
that our policy need be a selfish one, that we become isolationists or that we
restrict the importation of any needed items produced by foreign nations. We
should, however, be willing to do that which ought to be done without having to
bargain with other countries. The United States will probably continue inter-
national philanthropy on a large scale, but we should be free to contribute to the
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degree and in the manner which we feel is best calculated to achieve the end in
view rather than in a manner determined by tile foreign traders of other countries.

Ii. TRADE AGREEMENTS USELESS AS AN ECONOMIC STIMILANT

In spite of all the speechess on the subject, there is rio evidence that the trade
agreements have ever provided any stimulation to domestic business, A reduc-
tion in certain tariffs (,an cause changes in the type or quantity of goods we make
for our own use and the type or quantity of products which'we import. How-
ever, by and of itself a reduction in tariff rates, and tile resulting change ill the
type of o1lu. own jrodiction does not increase the total of domestic business nor
add to domestic prosperity.

I do not dispute tile thesis that if we want, greater exports we must increase
our imports. But the increased imports which result from lowered customs duties
(to not consist of new items; they are composed of items which replace American-
made products equal in volume to tile increased exports. This does not produce
any net gain. V e can, by more extensive international trading, increase tile vol-
time of both imports and exports, but that (loes not affect the total volume of
domestic eonsuml)tion. Our i)roduetion is the sum of what ve produce for our-
selves plus what we produce to send abroad in return for the goods which foreign
countries send to irs, Tile total of our production for both purposes is determined

-by the total of what we can consume, 1rot by the percentage of our consumption
which is represented by foreign items.

Most supporters of Mr. Hull's foreign trade policies assume that if the volume
of foreign trade increases we must have gained something, This does not follow.
Other things being equal, all that happens when we increase exports is that we
make fewer things for our own consumption and more things for export. The
inability to appreciate this simple fact is responsible for much of 'the confusion of
thought which is typical of discussions of foreign trade.

The State I)epartment is fond of quoting figures on increased foreign trade in
both directions as showing the effects of trade agreements with specific countries,
There is little or nothing to prove that the increases noted were due to tIre trade
treaties and nothing whatever to show that either this country or any of the
countries with which we had agreements benefited by the resulting change in the
character of its foreign trade. An increase in our foreign trade would be an index
of increased production in the United States only if the imports represented new
products which did not displace products formerly made by domestic rmanufac-
turers, This is not the case with the items covered by trade agreements since
these agreements concern themselves primarily with articles on the dutiable list
which are already being produced in this country.

The effect of these trade agreements is to change the emphasis on specific
products rather than to provide any stimulus for American producers in tire
aggregate.
Agreements do not work as expected,

Not only are tire possible changes in our foreign trade of doubtful benefit to
Irs or to other countries, but the agreements do not work as the negotiators in)
tire State I)epartrnent expect. Since concessions are generalized to all nations
on the most-favored-nation list, we are misleading ourselves and other nations
as well if we negotiate with anyone except tile nation withr the lowest cost of
production, which in most cases means the nation with the lowest wage scale,
This is the nation which actually obtains the benefit, whatever It rray lie, rather
than the nation with which we may actually conclude a treaty.
Danger in meddling m ith established tariff rates.

Aside front the question of any net gain which might or might not result from
stimulating the export of a certain A'oduct at the expense of the domestic output
of some other item, it is dangerous in tire extreme to tinker with tariff rates.
This tinkering is even more seniors when it, is base(] upon "deals" with foreign
representatives rather than upon changes in economic conditions in this country
which might suggest some change that should be made to conform to a well thought
o it and established tariff policy.

Our tariff rates are designe(I to protect domestic manufacturers against corn-
petition from foreign producers who have substantially lower raw material or
manufacturing costs or both. This protection has been accorded because it has
been felt that certain industries are Important to irs from either a military or
economic point of view. We should not lightly tamper with these rates uriless
we have decided that it no longer matters whether we continue to produce those
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articular Items or not. The course of this war has demonstrated that wo should
c as nearly independent of foreign sources of supply as possible. Accordingly,

we have no choice but to retain adequate protection for these vital industries,
whatever "adequate" protection means under conditions as they may exist from
time to time.

A boy with 100 pennies may spend or give away 50 of thnm and still have
60 left. Mr. Hull with a 50 percent tariff rate, which for purposes of illustration
we may assume In a particular case to be one which provides adequate protec-
tion, is not in the same position. If lie gives away 25 percent, or half of the
protection, there is nothing left. The adequacy of a tariff may be said to be
analogous to the adequacy of an attacking army. If 100,000 men are needed to
take a certain enemy position, 50,000 men are not going to take half of the objec-
tiveA they will be utterly defeated and forced to fall back.
'we cannot continue to protect our vital industries if the State Department is

allowed to trade off existing tariff rates to other countries.
Progressive effects of rate reduction.

Mr. Hull's thesis is that a reduction in our rates is desirable because such a
reduction will Increase imports and thereby make increased exports possible, a
process which, as I have already pointed out, does not of itself result in any net
gain. The essence of Mr. Hull's theory is that the reduction in our tariff must

e such as will effectively destroy the protection afforded domestic manufacturers
and produce competition which they are unable to meet. Reflection will show
that this is so, since, if domestic manufacturers are successful in meeting the
foreign competition, there are no Increases in imports and no resulting increases
In exports.

Let me Illustrate what happens when our tariff rates are reduced under these
trade treaties.

Suppose we have a tariff rate which is sufficient to provide protection and
which results in the exclusion of most forms of a competitive article other than
novelties and special variations. The tariff rate is reduced by a trade agreement
so that foreign manufacturers in certain countries can offer goods in the Amer-
can market at 10 percent less than the former price. The domestic manufacturer
immediately seeks to meet this new competition. He takes a decreased profit,
he reduces wages, perhaps he is able to force the supplier of his raw material to
take a lower price on. pain of losing a part of his market. For a time the Amer-
ican manufacturer, in one way or another, successfully meets the intensified
competition. Result--.no increased imports. Up to this point Mr. Iull's theory
has not worked. So the tariff rate is reduced still further. The foreign com-
petitors then offer goods in this market at a still lower price. The domestic man-
ufacturer has to cut even further. Management, labor, and the raw-material
stpliers all contribute, until the process can continue no longer. When this
point has been passed imports do increase substantially. But by that time how
much of the domestic industry do we have~left? Our economic army, formerly
"adequate," can no longer stand against its adversary. We suffer a'defeat an l
are obliged to withdraw from the market. This is the inevitable result of the
State Department's conviction that exports are an end in themselves and should
somehow be financed even though it involves the ruin of certain domestic In-
dustries. Mr. Hull, in pursuing his theory of foreign trade is, in effect, expressing
the hope that members of a domestic industry which he has doomed w'il fail to
meet the intensified competition from abroad; otherwise he cannot achieve his
objective, namely, an increase of imports, When you understand what this
theory involves you can appreciate the feeling of American manufacturers in
protected Industries when faced with a "crippling amendment" of existing tariff
rates.
Decision as to wliat industries are essential,

Before any further changes in tariff rates are contemplated, we should squarely
face the question as to what industries we are to continue to regard as "essential.'
Mr. Wallace goes so far as to recommend that the manufacture of synthetic rubber
should be abandoned after the war. In view of the experience of this country
over the past year, few of us would agree with him. Most of us believe that we
should continue also to make our own chemicals, our own steel, our own ships.
There are many other items for which it would seem sheer folly to depend upon
overseas producers.
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Together with many others I regard the textile industry as essential. The
German general staff will testify to the importance of wool textiles in war and
officials of our own Government have stated many times that we could not have
equipped an American Army or Navy if we had not had an adequate textile in-
dut0rv.

The American wool textile industry has supplied every requirempent of our
armed forces, and is now turning out certain fabrics for British and Russian troops.
We have taken care of necessary civilian needs, We are now being asked to
make civilian fabrics for Canada, which, prior to the war, relied primarily upon
England. It is fortunate indeed that this country did not become dependent
upon English or continental sources for our apparel fabrics. However, I am not
pleading for the wool textile industry or for any other individual industry; 1 am
pleading that Congress not allow any industry to be sacrificed on the altar of
Mr. Hull's foreign trade policy until it has been definitely determined that it is a
matter of indifference to this country whether a particular industry is retained or
allowed to disintegrate.

We must review our situation when the post-war period comes and determine
which industries should then be considered essential for our national security.
That decision should precede any altb'ation whatever in our tariff structure.
Congress, not the State Department, should make those decisions. The State
Department has shown that it is prone to consider existing tariff rates as repre-
senting "ammunition" for bargaining with other countries instead of evaluating
protected industries on the basis of their essentiality in terms of national policy.
Conclusion. ,

It is time for some realistic thinking upon the subject of tariff and foreign
trade. We should refuse longer to listen to emotional appeals which neglect the
economic factors involved. The United States of America Is able to help in the
prosecution of the war and will be able to help in the rebuilding of the post-war
world because it is powerful and because it is relatively independent and self-
supporting. Our greatest contribution to world recovery can be made only if
we keep our own country powerful and retain our ability to supply most of our
own needs.

It seems utterly stubborn and foolhardy to insist that we continue these trade
agreements at a time like the present. The agreements contribute neither to
economic stability nor to the maintenance of peace. On the other hand the trade
agreements policy commits us by solemn treaties to other nations, makes our
tariff rates a football of international politics and will prevent us from developing
the constructive and realistic new tariff policy which post-war conditions un-
doubtedly will require. Whether one believes with Mr. Wallace that the more we
buy abroad, the better off we will be, or inclines to the opposite view that we
should reduce our dependence upon foreign sources of supply, none is wise enough
to determine today what post-war tariff rates will implement the particular trade
policy lie or she may individually favor. We should make no now commitments;
we should free our hands by canceling the existing trade treaties; we should keep
an open mind now as to what policy we may want to adopt in the post-war world
and as to the type of measures which will best effectuate that policy. A renewal
of the trade agreements amendment to the Tariff Act is inconsistent with these
aims and will prevent their realization,
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SATURDAY, MAY 22, 1943

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C
The following letters, briefs, and statements, were submitted to

the Committee on Finance, United States Senate, after the public
hearings on House Joint Resolution 111 were concluded:

BRIEF SUBMITTED TO 'rE SENATE FINANCE COMMITTEE ON TIM QUESTION or
EXTENDING IZECIPROCAL TRADE PACTS, 13Y WALTER W. CENERAZZO, PRESI-
DENT AND BUSINESS AGENT FOR TiHE WALTHAM WATCH WORKERS UNION, No,
72, oF TIlE INTERNATIONAL JEWELRY WORKERS UNION, AFFILIATED WITH
TE AMERICAN FEDERATION OF LABOR

This brief is presented on behalf of 2,300 American workmen who are now
working 100 percent on the production of vital time mechanisms for the defense
of the United State,, and owr allies. In behalf of 2,300 American workers who
have had 293 of their nidst, or some 12 percent of our number left to servo in
the arme(l forces of our country, 293 men and women who are serving o1r coulin-
try, seeking to destroy Hitler and the other Axis (Ienies of the American peo.
pie. Two thousand three hundred men and women, members of Watch Workers
Union, No. 72, of the International Jewelry Workers Union, affiliated with the
American Federation of Labor, respectfully protest to the elected representatives
of the United States, members of the Senato Finance Committee, the continu-
ation of reciprocal trade agreements which make it possible for the American
public to furnish the finances, in part at least, for Hitler to make war o1 our
people.

The Congressional Record, May 7, 1943, page A-2390, reveals that the Di-
rector of Economic Warfare, Hlon. Mile Perkins, based oIl what 11e stated were
reliable reports, states "that the brass and steel used In Swiss watches are
derived from current imports froln Germany" (into Switzerland).

The importation of Swiss watches and watch movements into American markets
is made possible only by the Axis permitting Swiss watches and watch movements
to pass through its lines, which, since the Inception of the present World War,
have surrounded Switzerland.

This most unusual condition and sequence of events is known to and made
possible through the acq iescence of State Department officials to these startling
facts, who, in their mad desire to promote foreign trade, even though such par.
ticular foreign trade deprives many thousands of American workers of their job
opportunities, entered into an alleged reciprocal trade treaty with Switzerland.

$10,000,000 FOR IIITLER

It Is our sincere belief, based o1 what we consider reliable reports, that certain
Influential American distributors of Swiss watches and watch movements have
transferred to Hitler, since January 1940, some fifty millions of American dollars
to help Hitler finance his war against the United States and our allies. This money
was sent to pay for products of Swiss watches which could be exported from
Switzerland only through Hitler's military lines.

This outrageous condition, so far as we know, is only Justified by our Govern-
mnent officials because of our entry into an alleged reciprocal trade treaty with

Switzerland.
125
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NO JOBS AVAILABLE FOR OUR RETURNING HEROES

Our workers, Americans all, are dependent for our livelihood on the employment
opportunities which exist through the operation of those few American plants
engaged in the manufacture of watches.

Two hundred and ninety-three men, formerly employed in only one of the
three existing American watch-manufacturing plants (a comparable number
have also left from the other two watchmaking plants) now in the armed forces
of their country serving in Africa, in the South Pacific, in Iceland, and elsewhere
were assured when they answered their country's call, that their jobs awaited
them on their return after having contributed, if they lived, to our winning of
the War.

When and after they return, unless the pending reciprocal-trade-treaty legis-
lation is substantially and properly amended, these soldiers, sailors, and marines-
heroes all--will find their former jobs have been transferred to watch workers in
Switzerland.

LEGISLATIVE PROTECTION ASKED FOR

Our workers, realizing fully that not only their wage and working conditions
(the most advanced in the world so far as exist in the manufacturing of watches)
but also their opportunity for a livelihood is at stake, appeal to the members of
the United States Senate for amendments to the pending legislation which will
protect their job opportunities.

We ask that the pending reciprocal-trade-treaty legislation be amended as
follows:

"(a) That no tariff rate reductions be authorized or continued in effect which
permits the entry into American markets of competitive products of foreign
workers at less than American costs of production.

"(b) That in view of the chaotic and unsettled world conditions, which we
believe will exist at the cessation of hostilities, all trade treaties should be termi-
nated at least 6 months following the cessation of hostilities.

"(c) To eliminate the trend toward totalitarianism in our own country, that
the elected Representatives of the people, namely, those constituting the United
States Senate and the United States House of Representatives, attach to the
pending reciprocal trade-treaty legislation language which will permit of the
elected Reprbsentatives of the American people resuming the responsibilities
which the Constitution invests in them.

"(d) That all trade treaties or the extension of any existing trade treaty be
submitt4ed to and votd upon by the Congress of the United States within 00
days following its completion, and, such trade treaty shall not become effective
unless approved by the Congress of the United States."

CONGRESS SHOULD NOT BE " RUBBER STAMPS" FOR BUREAUCRATS

The American workers are not at all impressed with the false alarms sent forth
through the press and the radio by Washington bureaucrats who would have us
believe that any change in the present law would be an affront to our allies.

We believe the elected Representatives of the American people can and should
assume and carry out the responsibilities they were elected to carry out, one of
which responsibilities is to live up to the requirements of the Constitution of the
United States,

Surely, It is not too much to ask that our means of livelihood be protected?

FORTY-TWO THOUSAND AMERICAN JOBS TRANSFERRED TO SWITZERLAND

History repeats itself. Within 6 months after the cessation of hostilities, with
all Government orders for the making of timing instruments on which we are now
employed canceled, with American markets stocked up with products of watch
workers of Switzerland and , with many millions of American workers and returned
heroes looking for wor, the idle promises of the Washington bureaucrats will be
of but little value.

Prior to the outbreak of the present global war there were only 3 American
watch factories in operation of the 60 in operation some years ago. Most of the
others had been scrapped simply because the products of these American factories
could not cnompote in the American markets with the products of the low-wage-paid
watch workers of Switzerland.

The following is taken from a publication: Digests of Trade Data "Conces-
sions Granted by the United States in the Trade Agreelnent With Switzerland,"
issued by the United States Tariff Commission.
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"SWBSs PRODUCTION AND THAD5

"Switzerland is the world's largest producer of jeweled watch movements and
maintains an extensive world trade. During the past two centures, Switzerland
has developed a specialized skill in the manufacture of jeweled watch rnovementsi
and for a long time this industry has catered to a world market. Although
,exports of machinery and of textiles from Switzerland exceed exports of watch.
movements, the watch industry, including the various supplying trades, employs
more people than either the textile or machinery industries.

"In 1929 there were between 1,200 and 1,400 enterprises in the watch industry,
employing 63,675 persons. For the season 1932-33 this number was estimated
at 53,700. (These figures include those engaged in the manufacture of watch
parts in small household enterprises and probably employees engaged in the pro-
duction of watch cases, watch jewels, etc.) It was estimated that in 1929 the
number of persons in Switzerland dependent upon the watch industry for their
support was 400,(100, or one-tenth of Sw4zerland's total population. Of the 1,200
to 1,400 enterprises in the watch industry in 1929, it was estimated that some 500
were assembly firms, 70 were manufacturing firms producing complete watches,
while some 60 to 800 small enterprises occupied themselves with the production
of individual parts.

In wartime our industry thrives because Uncle Sam needs our products and
demands unlimited production for the use of our armed forces. Our workers are
,continually working in excess of regular hours at the request of the Army and
Navy. During these wartimes, World War I and now World War II, the im-
porters and distributors of Swiss watches make heavy inroads into the business
of the American watch companies. The United States Government says to the
American watch workers: "You cannot produce for civilian use as we need your
output for American defense." We agree the United States Government is
correct in so doing, but, on the other hand, the Swiss watch industry is given free
reign to ship into the United States an unlimited amount of watches, at total
landed costs which are less than our cost of proluclion.

The State Department offilials, prior to their entry into the alleged trade
treaty with Switzerland which, in 1942, resulted in the transferring of the job
-opportunities of soine 42,000 American watch workers to workers in Switzerland,
were fully aware of the sweatshop, child labor, and other substandard labor con-
ditions which exist among the watch workers of Switzerland.

In addition, these same State Department officials were fully aware of the
existence in Switzerland, especially as it pertains to the manufacture and export
of watches and watch movements, of a watch "trust" or watch "cartel" which
was controlled in turn and subsidized by the State itself.

"Organization of the Swiss watch industry.-The Swiss watch industry is very
complex, consisting of manufacturers of complete movements, manufacturers of
individual parts, assemblers of complete nocements from parts made by other
manufacturers, manufacturers of watch cases, etc. Before the war these various
manufacturers were organized along functional and regional lines, most of these
organizations being grouped loosely under the semiofficial Swiss Watch Chamber
of Commerce. During the years immediately following the war, currency depre-
ciation in many other countries and the erection of tariff barriers against imports
of finished movements in many of Switzerland's best export markets stimulated
the migration of the Swiss industry to foreign countries. These barriers were
raised chiefly against the completed movements, while efforts were made to
stimulate the importation of parts for assembly. At the same time Swiss watch
manufacturers were induced to come to these various countries to establish local
watch industries.

"These developments proceeded at a rate such as to arouse considerable fear
in the minds of many Swiss industrialists as to the future of the Swiss watch
industry, and led to greater organization of the Swiss industry to prevent the
expansion of this movement and to control various practices which were lowering
the prestige of the Swiss watch abroad. As a result, most of the manufacturers
in the various lines of the Swiss watch and clock industry now are members of
trade associations which are grouped together under three major industrial organi-
zations, and these three groups in turn are united for purposes of common policy
by a series of workin agreements or conventions. 'lie three organizations
comprise the makers of complete watches (both manufacturers and assemblers)
the producers of incomplete movements, and the manufacturers of parts and
accessories, respectively. Through the organizations, with assistance from inter-
ested banks, some measure of success was achieved in controlling the exportation
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of unfinished Inovenents and parts for assembly abroad and in raising the aver-
age quality of the Swiss watches exported. however, their efforts were to a
large degree frustrated by the noncooperation of a number of independent firms.

"During 1931 there was considerable agitation in Switzerland for governmental
intervention in support. of the organized Swiss industry in its efforts to control
the independents, who persisted in practices which tended to threaten the indus-
'try. Although it was not until 1934 that the Government actually accorded the
degree of intervention desired, it lent its support and credit in 1931 to the organi-
zation of the "Soci6td G6n6rale (te V'horlogerie Suisse, S. A.," generally known as
the superholding company. The object of this company was to acquire majority
control of the old organization of the producers of incomplete movements and
buy up control of various independent plants making either essential parts or
Incoml)lete movements which in 1931 were not members of the organized Swiss
watch industry. This company was capitalized at 50,000,000 francs. Of this
amount 20,000,000 were subscribed by the banks in the watchmaking communi-
ties and 20,000,000 by the industrialists and the various cooperating organizations.
Six millions of francs were subscribed by the Government by the purchase of
6,000 shares in the new organization, while 7,500,000 were lent the company
b " the Government free of interest, redeemable by annual installments after 1934.
This superholding company achieved a greater measure of control over the com-
plex Swiss watch industry than had been attained previously, but it will still
unable to control a small number of factories. On March 12, 1934, the Govern-
ment finally took direct and positive action, issuing a decree (a) prohibiting the
openin of new enterprises in the watchmaking industry, or enlargement, trans,
formation, or transfer of existing enterprises without the authorization of the
department of public economy, and (b) forbidding the exportation of watch
pats without an export permit issued by the Swiss Watch Chamber. In 1933
export duties had been enacted to discourage the exportation of watchmaking
machinery.

"In 1934 there was organized ant association Of watch producers engaged in
exporting to the United States. Thero, is little information regarding the organi-
zationi anti functions of this association. Its objects arcep~ortetl to be the elimina-
tion of some of the more undesirable features of competition among Swiss con-
corns for United States business.

"Further measures of control in Switzerland over the exportation of watches
and watch movements are provided in the 'declaration' of the Government of
Switzerland which forms a part of the United States-Switzerland Trade Agree-
ment. These control measures are being taken 'with a view to cooperating with
the Government of Vhe United States of America in its efforts to suppress the
smuggling of watches and watch movements.'

"Swiss exports,-Switzerland (toes not publish statistics regarding production
of watches and watch movements. However, inasmuch as about 95 percent of
Swiss production is exported, Swiss exports of these products give a very good
indication of production. It will be noted that total production of cased watches
and finished movements ranged from 16,000,000 to 20,000,000 movements in
the period 1925-30, but declined to approximately 8,000,000 in 1932 and recovered
to more than 12,000,000 in 1934.

Amerleanwateh
workers man- Number ofNuniber of hors trans- workers years Foreign

watches and ferred to employment declared value
Year watch workers in for. transferred to of watchesMovements 'i gn countries, workers in for- imported

inhilirted I principal cign countries

Switzerland

1934 ................................... 920,303 11,044,716 ,0 903 $2,834,092
1935 .................................... 1201,896 14,422,762 9,014 3, 608, 646
1936 ........... ..................... 2,228, 0O 26,743, 272 16,718 5,877,676
1937 .................................... 3,127, 274 37, 527, 288 23,455 8,183,117
1138 ...... ...................... 2,386,226 28, &34,712 17,760 0,562,370
1039 .--................ ............... 2.919,147 33, 029, 764 20,0643 8,057,789
1910 .............................. 3,530,082 42,443,784 20,I6 10,)220, 772
1941 .........-................---------. 52, 00,000 13,100
1942 .........-....... ) 1.................. o, 00,000 42,00 )

I Sine 1034, acoordiou (, tedhble ourcets, there hiavo beens imnmported to the Unsite1 State's thei above wateite

ond watch noveoents, and as nliany as 42,0M01 Anericano' Jobs transferred to Switzerland In I year alone.
2 Die to Governinent regulation the figures on watchms and watch movements imported In thie years 1941

and 142 cannot be niade public. Tiis regulation is govered by Executive Order No.9103, luod Marci
18, I42,
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The American watch workers produce one watch in approximately 12 hours,
From the years 1938 to 1942, inclusive, the combined output of the three American
watch factories was an average of 1,405,000 watches per year, and they had an
average of 6,800 employees per year. Personally, I do not know but I doubt if
our total added exports, secured through our entry into the trade treaty with
Switzerland, will equal this demonstrated loss of Ameican man-hours of employ-
nient, in this one industry alone.

IIITLER-SWISS WATCHES ALONE AVAILABLE

Just consider this outstanding fact: In 1942 there were imported into the United
States over 5,000,000 watches and watch movements. If American labor had
)roduced these watches there would have been 42,000 more persons employed for

1,600 hours per year, andA we would have had that many more available persons
working on war materials for which the United Nations are sorely pressed.

Four times more watches were imported than were produced in the United
States. The consumption or consumer demand for these watches is not that
great. The answer is the Swiss watch importer, knowing that America's factories
would be placed on war work, has built up a reserve stock here to sell to the Amer-
ican consumer during and after the present war.

The American jeweler who is trying to stay in business has to buy watches from
whom lie can, so lie stocks up with foreign-made merchandise which costs him
just as much as a fine American-made watch.

You can't blame him for trying to stay in business, but after the war we have the
post-war problem of what do do with the increased personnel who have been
trained for watchmaking during the war period. There will be no backlog of
orders; the consumer demand will have been satisfied. During the war when
people have an excess purchasing power they will buy the things they need. They
can t buy automobiles; they can't buy many items; but they can buy Swiss
watches. Those industries are protected for the post-war period, but how about
the people that I represent? How about the people who work for the other watch
companies? They have done their bit for their country. Waltham employees
were one of the first to have attained 100 percent participation in the pay-roll-
savings plan for the purchase of War bonds. Two hundred and ninety-three men
out o less than one thousand from the Waltham Watch Workers Union are in the
armed forces. They are coming back, after having served their country to-
what? To a job? Ys; to a laid-off job.

flULLIBLu MERICAN PUBLIC

In the meantime Switzerland, surrounded by Axis, on the one side by Italy, on
another side by Vichy-France, on the other by Germany, is able to export into the
United States, under a trade treaty with our enemy, watches and watch move-
ments. In exchange for these watches and watch movements, Switzerland is
given millions of American dollars. Hitler receives his share of these dollars.
'The consuming American public is thus helping finance Hitler's war against us
through the purchase of these watches which were imported into the United
States during 1942. Many of these watches are eased in the United States.
'They are sold under trade names, nationally advertised names. The American
public buys watches called "Miss America," 'American Maid," "Miss Liberty,"
and "Croix do Guerro of American Achievement." Swiss watches being palmed
off as American-made.

These watches are assembled here of products of Swiss workers. Where does
Switzerland get the raw materials for these watches during war time? flow are
they so safely escorted through Axis territory to reach America, we would like to
know? This question of Swiss competition has been gone into very thoroughly
in the past by far more able men than I, men who made a study of this because
their financial interests were at stake.

This committee recommended legislation to prevent the smuggling of watches
and watch movements, mainly from Switzerland. The Congress enacted this
legislation into law. This is known as the Walsh-MeCormack law.

In 1934, at the hearings, briefs were filed, attorneys were hired to present to
the Committee for Reciprocity Information facts which were vital to our industry.
These facts were ignored and treaties negotiated and signed, notwithstanding
the warning which was given at that time by Mr. T. Albert Potter, president of
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the Elgin National Watch Co. I quote Mr. Potter from testimony given by him.
on December 17, 1934:

"Remember, these fine craftsmen in Europe are not only makers of watches
but many of them, even today, as adjuncts to watch factories, are actively engaged
in the making of parts for foreign munitions factories."

After 4 years of reciprocal trade treaties, and, assumedly after careful con-
sideration, the executive council of the American Federation of Labor adopted
the following on reciprocal trade treaties:

"Whereas the provisions of reciprocal trade treaties negotiated by the State
Department with foreign inflation affect very vitally both the economic conditions
of American workers and unemniloyment and there are many organizations,
representing thousands of workers, affiliated with the American Federation of
Labor which are seriously affected by these trale treaties and for that reason are
deeply interested in their provisions; and

"Whereas the economic and industrial interests of these workers demand that
the American Federation of Labor exercise all efforts possible to prevent the i-
portation of goods froni foreign countries under the provisions of reciprocal trade
treaties, where lower wages, longer hours, and lower standards prevail than
exist in competing industries within the United States: Therefore be it

'Resolved, That the executive council of the American Federation of Labor
expresses its opposition to recil)rocal trade treaties which discriminate against
American workers. We are opposed to reciprocal trade treaties' provisions which
provide for importation of goods and merchandise which because of low labor
costs abroad are sold at a lower price than the same goods and merchandise pro-
duced by workers in the United States, where wages and conditions of labor are
established on a higher standard than those which prevail abroad; be it further

"Resolved, That a committee representing the American Federation of Labor
be accorded the privilege of presenting labor's point of view relating to the pro-
visions of rel procal trade agreements affecting labor before said agreements are
negotiated and ratified."

You will note that the executive council expressed opposition to reciprocaj,-
trade treaties which discriminate against American workers. Under the terms
of opposition cited in the resolution, unanimously adopted by the executive
council of the American Federation of Labor on reciprocal trade treaties, such
reciprocal trade treaties are seemingly impossible of accomplishment.

Had the appeal of the executive council of the American Federation of Labor
been heeded and the jobs of American workers not transferred to workers in
foreign countries through our entry into alleged reciprocal trade treaties, there is
reason to believe that they would not have considered it necessary to make the
following demands on tile resolutions committees of the major political parties in
1940.

"rIOTECTION OF WAG AND W01RING STANDARDS

"To protect and safeguard the employment opportunities of America's wage
earnings against unfair competition of the products of workers of low wage and
depressed standards and conditions of employment of foreign countries, and, with
which we are bound to be faced at the end of the present European and Asiatic
wars, and, in order to hold secure the advanced industrial relations and employ-
ment standards secured by America's workers through legislative enactments and
collective agreements against conpetitioti from products of workers in countries
of lower standards, it is essential that adequate and proper legislation be had to
obtain these ends. We urge the adoption of this policy and procedure."

The position of our organization is based upon this platform-that we believe
in "Live and let live." Any country with which we have a trade treaty should
be able to shi) their products into this country on equal terms. No more, no less,
do we ask. If the cost of a Swiss watch landed in this country is the same as an
American-made watch, our problem is solved. We know our product is superior.
We know the American public will choose correctly.

This is not a political problem. This is an economic problem which will
seriously face 3 communities after this war-Lancaster Pa., Elgin, Ill. and
Waltham, Mass. Hamilton today has 2,100 cmnployees, E4lgin over 5,000, Wal-
tharn 2,600. Where do they go from here? Only the Congress of the Uniteni
States can determine tirat, Trade treaties should have either congressional
approval or Senate ratification, then the interests of art industry small In size
but vital in nature, such as ours, can be protected.

Labor sought restrictive immigration legislation to protect American jobs and
the American way of life. American labor is not antisocial, We sought and we
still insist on restrictive immigration laws to protect our jobs. However, what
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protection do we have when, in 1942 alone, the jobs of 42,064 American workers
i this one industry alone were transferred to workers in foreign countries?

The position of the American Federation of Labor on immigration is as follows:

" IMMIGRATION

"In order to protect the welfare and the standards of living of the American
workers, organized labor has favored from the beginning a restricted and controlled
national inmigration policy. Upheavals brought about by war conditions abroad
demand the exerci e of unremitting vigilance in the enforcement of these controls.
We urge the adoption of a declaration in favor of the continuation of the Nation's
restricted immigration policy and the progressive application of these principles
as dictated by changing conditions."

Our position on the imports of competitive foreign-made products is the same.
We see no advantage in barring the entry of the immigrant, and at the same timepermitting entry of the product of the immigrant at total landed costs which are
less than American costs of production.

We are here today pleading with you not for an advantage, not for profit, but
for job security. Today we hear advocated security from tile cradle to the grave.
We ask only for the opportunity to work under a profit system. We ask only that
this Con-ress, the chosen Representatives of the American people, keep within
their hands the power to approve these trade treaties. We ask that tis com-
mittee, the chosen Representatives of the people, insist that no article whether
farm commodity, industrial or what have you, when competitive with American-
made products commercially available, be allowed to land in this country for
one cent less than competitive Anlerican-made products, produced in this country.

Is there any good reason wl American lives should be endangered, why
American savings be invested in War bonds and savings stamps, and at the sam1e
time, we permit millions of American dollars, through the sale of Swiss watches,
be placed where the mad-dog Hitler and his group can grasp them? Is there any
good reason why products of workers in Switzerland should continue to control
50 to 80 percent of the American watch market?

We hear of post-war plans. Why should we, through trade treaties, insure the
transfer of our jobs in the production of watches to workers in foreign countries?

Isn't this fair? Isn't it a fair request for American workmen to make of their
Government? The answer is obvious. We appreciate the opportunity of pro-
senting our case, a case for the existence of our job opportunities,

There are some 10,000 American workers now employed in tile remaining
American watch factories producing very, very essential timing instruments for
the use of our armed forces. At the cessation of hostilities, we assume we will beprOducing American-made watcles-if--there is a sufficient demand or market

r the products of our labor.
But, with the iliportations of Swiss watches and watch movenents increasing

yearly, ,ionic 100 percent from 1939 to 1942 alone, it is probable that the niarket
ior Amierican-madle watches will no longer exist, as the low-wage-paid products
of the workers of Switzerland, which have been permitted to be exported to the
United States through Hitler's military lines, oily because much of the proceeds,
in the form of Anlerican dollars, would be used by Hitler to finance Hitler's war
against the United States and our allies,

BRImEF PRESEN'rEI BY lARRY 11. CoomK, PitISIENTr, AMERICAN FLINT GbASs
WORKED' UNION, TOLEDO, 0111o

Mr. CHAIR AN: The American Flint Glass Workers' Union of North America,
an affiliate of the American Federation of Labor, opposes the extension of tile
reciprocal trade prograin unless the pending legislation Is properly amended to
protect our employment il this industry against destructive competition of prod-
ucts of workers in foreign countries landed iI our markets at less thau our costs of
production. We believe that, three amendments would accomplish our objective.

One is setting tit) equality of competition as the yardstick fot determining
reduction of duties; the second is ratification of the tieatics bv the Senate; and
last, but not least, that all trade treaties terminate not less thim 6 months after
the cessation of hostilities.

We do not wvish for or expect duties on products of the flint-glass industry
which would eliminate foreign competition entirely. We have no objection to
foreign competition and, in fact, believe it is beneficial if kept within reasonable
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limits. These limits we believe to be equality of the selling price of comparable
merchandise, and, this In turn should be based upon equalizing the landed cost of
imported goods with the American cost of production.

If the products of the low-wage-paid workers of foreign countries are not allowed
to undersell us, we have nothing to fear. They will enter our market on an equal
footing, and certainly that is all they can reasonably ask, and that is all that we
should permit. They could not then break the market, depress wages and cause
unemployment. Our producers would enjoy a reasonable margin of profit and
an even chance to hold their own in the market.

If, on the other hand, duties in flint glass and glassware articles are further
reduced, or, if in some cases the duties are not increased, low-wage countries will
be able to enter our market, undersell our producers and depress the whole in.
dustry. In order to remain in the market, our manufacturers will be forced to
cut prices and even to sell At a loss. If they are to succeed in holding the market
they must cut their costs, including wages, and some of the concerns would have
to close up and throw their workers out of employment.

We can see no sound principle at the base of such a policy. There is no merit
in sacrificing one industry, including the employment offered in its operation, fol
the sake of increased exports by some other industry, especially those where labor
costs represent a small percentage of the value.

We have heard a great deal about the merits and sanctity of the unconditional
most-favored-nation clause, whereby all countries with which we have a treaty
including this clause, automatically obtain all the benefits we extend to any other
country under the reciprocal-trade program. Trade discrimination, in other
words, would be resented by countries excluded from the benefits given another
country. The United States recognizes the validity of this resentment. In
fact, the United States has been the principal supporter of the unconditional clause.

But, in lowering our duties we discriminate against some of our own industries
and favor others. We open some to cheap foreign competition so that others may
sell more goods abroad. The principle of extending favors equally to all industries
within our own country is not practiced. In order to get the benefits of our most-
favored treatment for nothing you must be an exporter living in a foreign country.
You can then enjoy benefits from our policy of discriminating among industries
In this country.

For example, if you were an exporter of flint glassware in Czechoslovakia you
would be in a position in normal times to enjoy the American market. Regard-
less of the comparatively low cost of production enjoyed by you, you would find
the American market open to you because it is the present policy in the United
States to help the mass production industries export more and more, such as
automobiles, farm implements, typewriters, and other business machinery, and
to make this possible by lowering duties on other commodities. You, as a Czech-
oslovakian, might even get a concession without asking for it, since the United
States might make a treaty with Sweden (as we did) lowering our duty on flint
glass and glassware articles and then extend the lower rate as a windfall to you.

If, on the other hand, you were a flint glassmaker in the United States you would
find yourself discriminated against so that two other groups could enjoy a wind-
fall i e., the foreign exporter and a favored mass-production industry in the
United States.

This is a strange national policy, and yet that is the policy followed, we regret
to say, in the administration of the reciprocal trade program. Actually sueh a
policy is unnecessary. It represents the worst of two alternatives. We could
ente into reciprocal trade relations with other countries without engaging in
domestic discrimination. But, those in charge of administering the law insist in
doing it their way and no other. Any attempt to modify present methods is
resented and denounced. The attitude is one of hands o, f, as if the methods
developed were sacred. Actually they are undemocratic and high-handed as
many who have had experience with them have testified.

If, instead of selecting the sacrificial industries by merely reading general reports
about them, and then offering concessions to all who export the products of those
industries to us, we first made comparative cost-of- production studies as a basis
of action, the discrimination referred to above could be avoided.

If reductions in duty were made only in those cases where the present rates are
actually too high, that is, rates that make the price on the foreign goods come to a
level abcove our cost of production, and, if the reduction did not lower the landed
cost below our cost of production, no one could reasonably complain. No claim
of discrimination could then be substantiated. Foreign goods would not be
excluded. They would merely be placed on an equal competitive basis with ours.
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The imports of goods on the free list, normally amounting to about 65 percent

,of our imports, could continue unabated and could be increased as a result of the
higher level of purchasing power sustained in this country by prevention of ruinous
foreign competition. It is no help to foreign exporters of those goods on our free
list to have our other goods driven into depression by low-priced foreign goods
that are not on the free list. The foreign exporters compete for our market among
themselves no less than our exporters compete in foreign markets.

Trade in nondutiable goods and in goods on which the duty only equalizes
competition has as great merits as any other. It leads to just as good international
relations as any other; in fact, it would lead to better relations because it would
allay resentment and irritation. Contrary to what some seem to believe, foreign
trade can be beneficial without having to be a ruinous competition.

We do not advocate a return to the so-called logrolling methods of making
and altering tariffs. For that matter, logrolling has not beeil done away with
by the present method of negotiating the treaties. It has merely been transferred
and changed in character. We now have logrolling in the sphere of power politics
and international doctrines. It makes little difference in the effects, except that
the beneficiaries are foreign interests instead of our own.

We advocate taking tariff-adjustment out of both national and international
logrolling and placing it on a more scientific basis than either, We think that
the Senate should, however, ratify the treaties within a stated period of 60 or 90
days. This would subject the o rations to scrutiny by the representatives of the
people and would not unduly delay progress. Centralized control is necessary
in time of war, but, we should not retain bureaucratic control in the spheres where
it is not necessary.

In brief, our position can be stated by saying that we believe in a healthy for-
eign trade, not in a ruinous foreign competition. And we believe that the only
way in which competition can be kept on a healthy basis is by using our tariffs
to equalize the costs of production, foreign and domestic, This can be accom-
plished by making cost studies, instead of relying on the prejudices and judgment
of men who are not directly affected by what they do.

We believe, further, that in a democracy, we should follow democratic prin-
ciples. Senate ratification of treaties is of this order. Unless Congress real soon
asserts its rights under the system of separated powers, it will continue to lose
ground until the executive departments will not only execute some but all policies
and formulate them as well.

. We appeal to you. We feel that there is still some hope in appealing to an
elected body. We appeal to you because our experience has been that a tariff-
making committee in an administrative position follows its own ideas and pays
scant attention to the words or appeal of those appearing before it.

STATEMENT Or JULIAN D. CONovEm, SECurTARy, AMERICAN MINING CONGRESS

Mr. CHAIRMAN AND MEMBERS OF THE COMMITTED: The mining industry of the
United States is deeply concerned in the legislation now before you. It is our
view that in any extension of the Trade Agreements Act at this time, certain
amendments should be made in order to minimize injury to domestic producers
and labor.

Operation of this act over the past 9 years has been detrimental to the mining
industry without any compensating advantages. Necessary tariff protection on
important mineral commodities has been lowered, with consequent direct loss to
producers, and-even more serious-a loss of confidence in the future resulting
in a marked decrease in exploration and development of new ore reserves.

We recognize the importance of sound economic relations with other countries
and of developing a healthy foreign trade based on a mutually beneficial inter-
change of surplus products and services. However, we seriously question the
statement that the trade agreements program has result 0d in an over-all increase
in our export trade, with consequent benefit to the United States as a whole
and indirect benefit to the mining industry. This claim would seem to be con-
clusively disproved by the analysis submitted by )r. John Lee Coulter to the
Ways and Means Committee (pp. 504-508 of the unrevised committee print,
April 20, J 943), which shows that, excluding the countries whose trade was inter-
rupted by wars and revolutions, our exports to trade agreement countries in the
1934-38 period were substantially less and were increasing at rio greater rate
than our exports to countries with which no trade agreements had been concluded.
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The argument is now strongly urged that failure to extend the Trade Agree-
ments Act would be interpreted by other nations as evidencing a policy of non-
cooperation that it might jeopardize friendly relations, and might even interfere
with the conduct of thc war. This is a matter of international psychology upon
which we shall not attempt to pass. Congress must decide whether renewal of
the trade-agreements authority is essential to retain the goodwill of other nations,
or whether there are other means equally effective in securing unity of action in
the war and cooperation in the post-war period.

If it is the judgment of Congress that a further extension is imperative, then
certainly Congress should also consider the manner in which the authority dele-
gated has been exercised, and whether certain clarifying or corrective amendments
are now needed. We fail to see how such amendments, to insure that the original
intent and spirit of the act are carried out, could be regarded as an unfriendly
gesture, or disturb cordial relations with our allies.

Within our own experience, certain serious defects have become evident in the
administration of the Trade Agreements Act. These were pointed out in our
testimony 3 years ago,' and specific amendments to remedy these defects were
suggested. Today the need for such amendments is even greater, especially so
when we consider the chaotic conditions of world trade and the intense competi-
tion for markets that will inevitably follow the conclusion of the war.

Briefly, we believe the act should now be amended in the following particulars:
1. Congress, representing the people, should review and pass upon all trade

agreements before they become effective.
The mining industry has held the view that these "agreements" are in fact

treaties and as such should be subject to ratification by a two-thirds vote of the
Senate. This position was ably set, forth by the late Senator Key Pittman in the
Senate debate on March 25, 1940 (Congressional Record, 76th Cong., vol. 86,
pt. 3 pp. 3321-3336).

Others have suggested that the act is in reality a revenue act, having for its
purpose the regulation of our foreign commerce, and consequently that any agree-
ments should be submitted to the Congress as a whole-either for affirmative
approval or for an opportunity to refuse approval.

Certainly, if the trade agreements are to be construed as mere executive agree-
ments, the law appears woefully deficient, in failing to set up any adequate stand-
ards or "yardsticks," to guide the executive agencies in exercising time extremely
broad powers delegated to them.

We feel that these powers-which include the power of life or death over
important segments of American industry-are too great a responsibility to be
lodged in governmentt ,bureaus or committees not directly accountable to the,
people. There should te some check or leans of restraint upon excessive zeal
in negotiating agreements-in trading away the welfare of our owii producers
without full comprehension of the ,facts and without obtaining adequate com-
pensatory benefits.

Within our observation there have been notable instances in which the trade-
agreements committees have failed to make full investigation of the facts before
making important tariff concessions; where their action has given the definite
impression of being arbitrary, and has not evidenced the "infinite care and caution"
which are claimed to be an inherent part of their procedure. The reductions in
the zinc and cadmium duties in the Canadian Trade Agreement, as described be-
fore this committee and before the Ways and Means Committee in 1940,2 are a
case in point. In the Venezuela negotiations, which resulted in reducing the exise
tax on petroleum -to the detriment not only of oil producers but also of the bitu-
minous and anthracite coal industries-an unwillingness to discuss certain funda-
mental questions was apparent.

3

In our judgment the importance of these contracts with foreign powers requires
that they be submitted to Congress for approval as is done in practically all
other countries. The people of our country should have an equal right to study
the recommendations for traiff concessions resulting from the negotiations, to
present their case to their own representatives, and through them to pass upon
any proposed commitments which so vitally affect their interests.

We are not able to subscribe to the State Department's view that "a demand
for congressional action on trade agreements is a demand for abandonment of

A Hearings before the Committee on Ways and Means on 1. .Res 407 voi, 2, January 25, 1040, pp.
1569-1584; hearings before the Committee on Financson 11. i. 6,'407, March 1, 1940, pp. 435-440,3 See references previously given; also hearings before Committee on Ways and Means on 1., J, Res. 407,
vol. 3, January 29,1040, pp. 2053-2057; January 31,1040, pp. 2416-2429; hearings before Committee on Finance
on I. J. ltes, 407, March 0 i40, pp. 440-4e5.

1 Hearings before Com inttee on Finance on 11. J. les, 407, March 5, 1040, pp. 62&-642.
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the whole program." This is equivalent to saying that the elected representative,
of the people are not capable of weighing facts and passing sane judgment on
tariff matters. It is a challenge to the intelligence and integrity of the Congress.

Our position has been that any agreement which cannot stand up under con-
gressional review can hardly be in the best Interest of the country. A provision
for congressional approval not only will restore the orderly process of democratic
government, but will serve to insure proper care and concern for domestic pro-
ducers throughout the process of negotiating an agreement.

2. The law should specifically provide that our negotiators may make tariff
concessions on any commodity only to that country which constitutes the prin-
cipal source of imports.

The purpose of such a provision is, obviously, to make the trade agreements
as nearly bilateral or truly reciprocal in character as is possible under tile uncon-
ditional most-favored-nation treatment. It would merely put into effect tile
policy explicitly set forth by the then Assistant Secretary of State, Frmncis B.
Sayre, in 1934 (Finance Coinmittee hearings on H. R. 8687, April 27, 1934, p.
114), when lie said:

"The wliole purpose of the program of trade bargaining is this: To restrict the
commodities covered in the agreement with any specific country to commodities
of which that country furnishes the chief source of supply of importation into
the United States. Then, under our most-favored-nation agreement, to generalize
those rates to other countries."

Unfortunately this policy has not been adhered to, and numllerous important
concessions have been made to countries which are only minor sources of supply.
Examples in the mineral field, in addition to zinc and cadmium, include cobalt
oxide and certain ferro-alloys in the Canadian agreement, zinc oxide in the
Mexican agreement, and lead oxide and silica sand in the Belgian agreement.
In several of these cases, the trade agreement count ry to which the concession was
made supplied no imports whatever to tile United States.

Concessions thus made have been extended gratis to other countries, from
which no concessions are received in return. Frequently the major benefits
of a tariff reduction, entailing the major injury to American producers, have
gone to these other countries, froin which we have received no reciprocal benefits.
Under these conditions it is not surprising that the impression has spread that
tile trade agreements program was being used primarily as a vehicle for general
tariff reduction, rather than a means of bargaining for advantageous concessions
on our own surplus product,.

To insure adherence to Congress' original intent, the trading away of conces-
sions to minor sources of a commodity should be barred, and specific provision
made to limit our concessions to the country which is the major source of imports,
and which can afford to trade us something worth while in return.

3. There should be definite provisions in the law making mandatory the
application of the "escape clauses," and providing for adequate review and cor-
rection of injury to (lomosie producers,

This subject was thoroughly discussed in the testimony l)reented by ourselves
and by representatives of the zinc industry 3 years ago, to which I have previously
referred.

Experience of the zinc industry with the much advertised "escape clause"
of the Canadian agreement was bitterly disappointing. This industry's case
fulfilled completely the requirements for the granting of relief. The major
benefits of the duty concessions were received not by Canada, the country to,
which they were granted, but by other countries, front which our imports greatly
increased.' The industry waq seriously liijired by such imports, by the depression
of prices and wages, and lby a loss of confidence in the future which brought explora-
tion for new ore bodies almost to a standstill, This last factor has contributed
directly to a serious situation today in the supply of one of our most essential
war metals.

Despite a thorough, painstaking presentation of the facts, supported by careful
studies by the United States Bureau of Mines and by the zinc export of the Army
and Navy Munitions Board-a record which so impressed the chairman of the
Finance 'Committee that he publicly stated he thought a mistake had been
made-the State Department took no action to remedy the situation. As a
mae,,r of fact, any possibility of relief under the escape clause was effectively
barred last year when a trade agreement was concluded with Mexico, freezing the
reduced rates f zinc duty (and, in addition, making a similar duty cut oi lead,
which is a joint product if our zinc-lead mines).
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Out of the 1,180 reductions in duties utinder the trade agreements to date, we
know of hardly a single instance in which the escape clauses have been successfully
invoked. Failure to apply them even where clear-cut need has been shown has
been an outstanding weakness of the program. It should be corrected by a
mandatory provision of the law.

There are also many other conditions, not covered by the escape clauses, under
which revision of agreements may be needed to prevent injury to our own pro-
ducers and workers, Thus, the depreciation of foreign currencies; discriminatory
trade practices of other countries; lowered production costs elsewhere versus
increases in our own costs resulting from the "social gains" which have been
adopted by our Government; the competition of foreign cartels not Inhibited by
antunonopoly laws, and the cluinping of excess production (such as has been
frequent following a war) are some of the factors that may call for remedial action
either in revising the agreements entered into, or in limiting the "generalization"
of concessions to other countries.

Insofar as possible, specific remedies for such conditions should be provided in
the law. This the flexible provision (sec. 336) of the Tariff Act of 1930 per-
mitting tariff adjustnients whero needed to equalize costs of production at home
and abroad, should be restored and made effective. At present this provision
has beon nullified as to all commodities which have been included in trade agree.
ments. Sinilarlv the Anti-Dunping Act of 1921 should be made mandatory
rather than permi'ssive. The discretionary authority to suspend tariff concessions
to third countries which discriminate against American commerce should be
supplanted by a definite provision of law, under which the most-favored-nation
benefits would be extended only to those countries which do not In fact dis-
criminate against our products.

Finally, there should be some provision whereby industries Injured under a
trade agreement might obtain court review, or review by a nonpolitical fact-
finding tariff agency, and upon a finding of substantial injury (if the case does not
fall within the scope of tho escape clauses), negotiations should then be reopened
with a view to withdrawing or modifying the concession.

Thus far the trade agreements have operated in a period of generally expanding
business and rising prIces, which has lessened time impact of our tariff concessions.
With the intensified foreign competition that is- certain to follow the war, It scnms
inevitable that some of these concessions will bring serious distress and unem-
ployment, unless means of obtaining prompt and certain relief are available.

This applies particularly to an in distry such as mining, which is governed by
the physical facts of ore occurrence. Mnes cannot be moved to other locations
nor converted to the production of other goods. They are generally In isolated
or semilsolated localities and are usually the sole support of their communities.
For the most part foreign mines have substantially lower costs of production, due
to higher grades of ore, lowe? wages, and fewer legislative requirements adding to
the costs of operation. Our modern cost-reducing machinery is equally available
to the foreign mines, which threaten to put many of our domestic producers out
of business when the war is over.

Vitally involved also is the question of national self-sufficiency in regard to
some of our most important minerals and metals. In the present crisis one of
our major difficulties has been to secure adequate production of the mineral raw
materials essential to national defense and the prosecution of the war and we
are not yet out of the woods by any means. Sound national policy for the future
demands the'maintaining of our mining industries In healthy condition, and this
cannot be accomplished under a program which trades away needed tariff pro-
tection without proper safeguards and without adequate recourse in case of
demonstrated injury,

The policies determined upon by Congress in the pending legislation will
vitally affect the future of Inportant branches of mining in this country. We
believe that amendments to the act such as we have proposed are to the best
interests of our country and are fully in keeping with the spirit of the reciprocal
trade-agreements program. We solicit your earnest consideration of those
amendments.

PRESENTATION OF 'rle NATIONAL BROTmERHOOD O OPERATIVE POTTERS, EAsT
LivEitPooi, Oio, BY J-AMEs M. Du's'y, INTERNATIONAL PIIESIDENT

On behalf of the National Brotherhood of Operative Potters, affiliated with
the American Federaltion of Labor and representing over 00 percent of the workers
in the pottery industry, we appeal for lhmitat~ons and safeguarding amendments
to the pending trade-treaty legislation.
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Our interest in the reciprocal trado treaties is direct and vital. The rate of
duty on foreign-made pottery and chinaware products is a matter of livelihood
for us. It is not an academic issue to us as it is to the theorists who play with
job opportunities as if they were pawns in a gtmec of chess, In setting a ceiling
price on pottery in 1942 the Mice of Price Administration found that direct labor
costs in the pottery industry averaged 46 percent, which with the indirect labor
costs and costs of material totaled 84 percent of the cost of I)roduction. This
makes it clear that flhis is not a mechanized mass-production industry.

The chief soturco of competition in American markets are the products of workers
of Japan and the Japanese cost of production is similarly based on labor costs
but labor costs t otaling not over 30 percent. We know very well the sort of wage
rates pal(i in Japan and there is no reason to believe that they will be eve as high
after the war is over. In the case of foreign-made pottery and chillaware coripeti-
tion is distinctly wage compete ition, and, as stated in Iteport No. 102 of th '1 arlff
Commission on 1'ottery, "Notwithstanding the fact that for many years (he rates
of duty on household table and kitchen pottery * * * havi) ranged from
45 percent ad valorem upward, the share of Imports (foreign-made articles) In
total consumption in the United States has continued to be omich higher than In
most other manufactured commodities. ''he manufacture of such pottery
retires a large amount of skilled hand labor * * * ," etc.

there is a te(idency o thr l)art of the supporters of tlie exCension of trade
treaties to regard any industry that is not a rass-prodihction industry as un-
worthy of protection. They constantly poltit to the bmefits of exports to our
mass-)roduct hon Industries andt are apparently willing to sacrifice other industries
in the small-business field to further enrich these largo corporations. Small busi-
ness has dificuilty enough to survive as It is. They noed i lio low-priced competition
of foreign-made competitive goods to help hhi go out of business.

At the same time these theorists pass off imports of competitive goods with the
words that it conmes mostly from hand labor. Why they should feel so kindly
toward hand labor when it is foreign but despise it when It is American is a mys-
tery. According to their ideas a worker is not entitled to much consideration
unless he is a machine tender. Skilled crafts no longer find honor In the eyes of
these heavy Washington thinkers.

What, they seem 1to overlook is the fact that products with high labor costs pro-
vide more employment per dollar than do those industries, such as mass produc-
tion with low labor costs. Somehow, this is supposed to be uneconomic. But
if all our industries had labor costs of only 15 or 20 percent where would the pur-
chasing power come from which has made America great and made possible our
r urchasing the products riot only of the low labor costs mechanized mass-produc-
Ion industries Iut the products of other industries comparable to our owi? This

question has never been answered by the profound economists who cannot wait
until our 1r)duct.ion is concentrated into the hands of "Big Business."

We recognize the fact, that there is very little appeal that we can make to those
who have made up tiir ininds that sniall business, especially small business em-
ploying skilled craftsmen and women, Is ine4flciont and obsolete, and, therefore,
has no place in the corporate scheme of things of today. But those wile recognize
the inestimable value of a large number of self-sustaining smaller business enter-
prises, that in the aggregate pay out large sums in wages, will understand why it
is a vicious pract ice to seek out such industries for special exposure to foreign
competition. Some of our American industries cannot become highly mechanized
from tile nature of their products, and, our foreign competition is also necessarily
hand-made products.

But far from selecting such Industries for liquidation we should be glad that
we have still some left. Of course, those who favor strongly centralized bureau-
cratic control and regimentation always lose patience with the smaller business
units. It Is far simpler to control a few large corporations than hundreds of
smaller units. The latter unquestionably complicate the imposition of neat and
streamlined controls. They lack the uniformity of the large corporations. They
are too Individualistic. So, If you favor regimentation and totalitarianism, you
should favor destruction of the smaller business concerns, And a swift and sure
way of doing this would be to lower the duties of the products of workers In Japan,
although tie excuse is given that your Intention was to favor only the workers of
England.

Other than on it basis of a particular ecomoinic doctrine, which is contrary to
the democratic American spirit, can certain industries be selected as pawns for
the benefit and favor of other large industries? This is rank discrimination and
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should not be tolerated by people who believe in equality of opportunity and of
free enterprise. It makes sense only under an entirely different economic and
social philosophy from our own, a philosophy that some persons, in high gov-
ernmental positions, have been seeking, in recent years, to establish in this
country.

The fair and'equitable method of adjusting tariff duties, levied on products of
workers in foreign countries which compete in America's markets with the prod-
ucts of America's workers, is to find the difference in costs of production and
then to collect tariff duties which will place competition between the products of
America's workers and the workers of foreign countries, when sold in America's
markets, on an equal footing.

By this method one industry is not ruined for the sake of benefiting other in-
dustries, By this method the job opportunities of America's workers would be
given some protection. Such a method is fair to both the American industrialists
and their real competitors, those who profit by their distribution in America's
marketsof the products of the underpaid workers of the foreign countries. Such
a method would not stifle foreign competition nor does it allow imports of the
products of low wage paid workers of foreign countries to run riot, Such a
method would permit of the retention of a fair share of the American market
for American producers and this share is left or placed on a healthy level, allow-
ina fair margin of profit after the payment of fair wages to the workers.

nder this system of tariff adjustment the workers in the American pottery
and chinaware industries would have nothing to fear from the bureaucrats extend.
ing the most-favored-nations clause to all countries, even though we receive no
benefit from this generous gift which we grant to all, We wold then abandon
the present farce of holding hearings that mean nothing, We would got away
from international and diplomatic logrolling in the game of power politics without
going back to congressional logrolling.

It is useless to make reasonable suggestions to the proponents of the reciprocal
trade treaty program extension. Their minds are closed. But we hope that the
elected representatives of the pee will still listen to and accept reasonable anid
sensible proposals. We believe that the time has come when the trend toward
concentrating unnecessary powers in the executive branch of the Governmentshould ald reasert its constitutionalauthority and rrtrleve for the people their rl ;hts under a representative form of
government, We recognize the necessity of concentrated authority in mattersaffecting the prosecution of the war. Against such conentration we do not

protest, but, the reciprocal trade treaty program is not now and never was a war
measure. To seek tt draw it into such an arena is purely a strate~om. It is aneffort to ride into a new leas of life under false colors. It is an admission that th
program cannot stand on its own feet. It betrays the very legitimate fears o
the supporters of the program tt it cannot win n its erots, that it has failed
to meet the claims made in its behalf, and that if left to go its way alone, as it
should, it would not survive unchanged,

To speak plainly and without frills, the trade treaty program has failed in all

of its cardinal points. (1) It was supposed to lead to international peace. Itfailed. (2) It was to increase domestic employment. It failed. (3) It was to
increase exports. It has failed to do so in itself.

A very careful analysis, made in 140 by America's Wage Earners protective
Conference, the tariff group of the American Federation of labor, of which this
organization is one of the member affiliates, of the real effects of the trade treaty

ro s e d conclusively that exports to trade agreement countries did not

iresmoefrom 1034 through 1938 (the last full year prior to the* outbreakof Its prdint pors War) t wan exports to contiguous nontrade agreement
countries, and when exports did not grease surely domestic cm loyment did
not increase as a result ofaied t d treaties which we had entered i tnto.

In view of the failure of the trade-treaty program to measure up to the claims
ts we favor substituting the cost-of-production method of adjustin

tarff utes.Tarffduties levied on imports into America's markets on competi-tive products, to the end that producers of workers in foreign countries should
not be delivered into our markets at total delivered costs which are loss than the
American costs of production. We also favor Senate ratification of all trade
treaties with a proviso that such trade treaties shall be voted upon within, say,
60 or 90 days aftr they have been placed before the Senate. Further, we believe

that such legislation should be subject to court review, as is all other legislation,
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After the end of the First World War the United States found its markets flooded
with products of low-wage paid workers of foreign countries. We found it neces-
sary to pass hurriedly an emergency tariff act. After this war we will face a much
worse situation, both because we will have about twice as many men in uniform
qnd because we have converted our industries more completely to war production.
The reciprocal ttad f

t
'eaty program will hot serve as a useful or even a usable

instrument to meet this situation.
We, therefore, believe that the trade treaties should be suspended within 6

months after the cessation of hostilities so that our hands will be free to meet the
situation as it develops.

Under the conditions above suggested we do not oppose the extension of the
trade treaty authorization for thedutatfoti

O
f the war.

AMmIUCAN WATCH AsisoMpiams' AssoCIATION, INC.,
jNew York City,' ,May 20, 1943..

CHAIRMAN, CloaMrvi'EE ON INA.11,
? United Sta~es Senate, Washington, D. C.

Sixt: The Aimorlean Wotih Assem blers' Association endorses the policy adopted
by Congress, under the Act approved June 12, 1934, authorizing the President to
enter into trade agreements With foreign countries, and earnestly requests that the
Provisions;Of this act be extended for a further period of 3 years, as it *,as hereto-
ore extended In 1937 and 1040.

This association is1 fniliar with ,he careful an e ient roanner in wlich these
trade)a s are draw a it was Oaticularly intere*t0l in the trade pact. negotiated
with Swlterland in 1036. It Is eoftvioid that tolmi lat!en, Imposing rates of
duty on ported moqchand*, was nevef the reqjilt of as etensive a stti, of an,of the factors and as careful I fgard for. 'Jh language, used as has been the case
n the formulton of trade ts pnder thp auther61y given by Congress."

Referring to the trle , oAt negotIatdjwlthSwlzflriand with ich the mem-
bership of this associa loh is more fam1iav, , may be stated that the raes of duty
imposed In t he 'Tariff Act of 1930 were as high as 53 percenexpressed in terms of
ad valorem eties. Those rates qonstlti ted in any instances effe9ve barriers
against Impo tion. The t ragomit with' wit, and adjusted these rates
of duty and at lie same tim worded am le prot cjoi to the Amican Industry

Domestic ma faoturers o f v hehss ,b~vc steVAfastly opposp4 reductions induties, under theorade agreement with Switzerland, and have presented that if
such agreement is cdtitnued, they would be seriously affeceA and forced out of
business. Such argum'a-,4 were, and are, fallacious, as rports of the earnings of
the leading companies w if'd.ose. Financial infori$tion shows that these earn-
ings have increased with res t tq, ecflioMietly Qpeitod domestic manufacturers
over thtiearnings prior to the negotiaiolha of the trade agreement, and have either
steadily increased during the time that suoi agreement has been in effect or have
not suffered any substantial decrease.

The arrangements entered into with Switzerland in said agreement have also
resulted in eliminating, as far as we know, the most vexing problem of smuggling
which had assumed such large proportions and which the Treasury Department
was unable to successfully fight, notwithstanding the cooperation on the part of
the watch importers and the domestic manufacturers.
It, is suggested to your committee that trade barriers represented by excessive

duties and unnecessary restrictions are factors in world unrest ad undoubtedly
contribute to armed conflict. The greatest incentive to world security is the
exchange of commodities under reasonable duties and requirements. Therefore
where tariff duties and restrictions are necessary to maintain efficiently operated
American industries, such duties and restrictions should not extend beyond this
point with the result of creating embargoes against the merchandise of a foreign
country.

To determine the proper customs duty to be assessed on a given commodity
requires extensive and careful investigation by competent experts and the utmost
care in the drafting of the agreements. The Tariff Commission and the State
Department have afforded, within the experience of tOds association, full oppor-
tunity for all interested persons to present views and statistics, and have given
the most extensive study to any changes made in the rates of duty imposed under
the Tariff Act of 1930.

We i4olieve that this im the only way in which equitable and proper tariff duties
can be assessed and that the antiquated method of enacting an entire tariff act
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after a few months of hearing should be permanently displaced by tbis more exact
and Ratisfactory procedure.

We urge that the authority to negotiate these trade pacts be not litrilted by
the requirement of confirmation by C(ongress of any proposed recil)rocal agree-
ment as, in our opinion, this would destroy the scientific method in which they
have been formulaed heretofore and would introduce a political anglo whici
would in effect revert to tie old method of enacting tariff acts.Respectfully, AsIRICAN WArMI AssIs MitEits' ASSOCIATION,

ROLAND GsI,3L,, President.

(The following letter was subsequently received from Mr. Roland

AMERICAN WATCit AssiMmmIas' AssOCIA'rION, INC.,

110on, WA1,rH F. Gsuonniin, New York Ciy, May 211, 19/.

Chairman, CoriniUre on Pitance, Vashington, 1). C.
)DRA1t Mct. CIrAI)CMAN: The American Watch Assemblers' Association is con-

cerned with nisleadinrg statement: s made before the ('onmnitte on Ways and
Means of the House of Rej resentatlves, and repeated bIhefore the Comnliti e on
Finance of the Senate, at hearin s held before those two committees on House
Joint ResoHlution I 1, a joint resolution to extend the authority of the President
under section 350 of the Tariff Act, as amended. These statements refer partic-
ularly to the alleged effect upon American workers and American watch producers
of importations from Switzerland of watch movements and watches under the
existing reciprocal trade agreement between Switzerland and the United States
and the alleged benefits resulting to Germany from this business.

The association asks the committee to consider the following information:
American dollars paid to Switzerland are not available to Gerny. The are

held here in the United States, deposited in the blocked account of the Swiss
National Bank. Payments for all Imports from Switzerland are made Into this
account as directed and licensed by our Federal Reserve bank. The Swiss Na-
tional Bank, which Is comparable to our Federal Reserve bank, pays the Swiss
exporter with its own Swiss francs against the blocked dollars heldin the United
States. The Swiss manufacturer spends those francs in Switzerland to pay his
labor or other production costs, None of it goes to Germany.

Nor does it go to Germany for materials used in watches. Practically all of
the steel used in Swiss-made watches comes from Sweden, The brass used In
Swiss-made watches roost likely is made from copper imported from the United
States in 1940. In that year, with the countries around ier at war, Switzerland
bought from the United States and stored enough copl)or to supply her needs for
a great many years.

Moreover, extremely strict control is exercised by Switzerland over funds
remitted by her citizens into Germany. Even had Germany supplied all the
brass going into all the Swiss-made watches imported into the United States
during 1940, 1941, and 1942, the actual weight of the brass so used would have
had an Import cost Into Switzerland of not more than $15,000,

And even had all the raw materials come front Germany-which they did not -
surely it is infinitely bettor to have the material converted into watches for use
in the United States Instead of fuses, instruments, or other war materials for use by
Germany.

The domestic manufacturers often have contended that the wages paid to
skilled labor Is practically the cost of a watch movement. Cost of tie raw
material in a watoh movement is negligible. The benefits and advantages to us
in keeping highly skilled Swiss workers employed in making watches for our use
rather than producing needed war materials for Germany are so obvious as to
need no comment. While they are working for us they are not working for our
enemies. Importations from Switzerland help meet America's present need for
watches, which American manufacturers cannot now supply.

There is no stock pilQ of Swiss-made watches In the United States. We have
about 20,000 retail stores dealing in watches, and not one has an adequate supply
of watches. Amerlcan-made watches are in great demand but unobtainable, and
this accumulated demand for American-made watches will be stronger than ever;
after the war domestic manufacturers will have to use all their facilities to supply
that demand.

Competition from Swiss watch importations did not reduce the number of'
American watch factories. It was more than 20 years ago that we had 60 Amer-
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can watch manufacturers. Everyone of them making jeweled watches, and
many of them making nonjeweled watches, imported many of their parts and
much of their machinery from Switzerland. Few watches were imported from
Switzerland during the years when most American factories went out of business.
Competition almost themselves, lack of capital, lack of quality, failure to keep
abreast of style changes, business failures and mergers caused the reduction in
the number of American manufacturers, Those same factors are found in the
histories of other industries in the United States, such as the automobile industry,
for instance, Forty years ago, more than 100 firms were making automobiles.
Today there are only 5 major automobile manufacturers. In the watch industry,
3 of the original manufacturers of jeweled watches remain in business today. In
addition, at least 10 of the manufacturers of domestic nonjeweled watches still
are in business. The 3 manufacturers of jeweled watches are now under indict-
ment by the Department of Justice for violation of the antitrust laws.

Meantime, new jeweled-watch manufacturers have sprung tip in America, and
today they all still face the saine competitive difficulties which in the past forced
the concentration in the industry.

The policy of reciprocal trd agreements has been adopted by the Unlited
States Goveronent, The production of watch movements and watches is one of'
the principal Indiustries of Switzerland. Naturally, Switzerland is seeking ant
outlet for this production. We should take it, not let it go to Germany., The
State Department entered into this irade agreement because it is advantageous to
the United Stales. Its work should not be undone.Respectfully submitted, AMERICAN WATc AssuMBlLEns AssovIATION,

By ROLAND GSIL, President.

S'TATEMiMNINT IN OPiPOSITION TO THE11 EXTENSION OF Till- lECnIPROVA i Trit Aw,
AonniuMs'rs Ac'r Jtu'io 12, 1934

CHAIRMAN, SENAT FINANCm COMMITTri,
United States Senate, Washington, D. C.

Sin: The Wool Hat Manufacturers Association of Anerica, comprising practi-
cally all tie companies engaged inll producing wool felt hat bodies (itit of which
women's hats are made, request that its opposition be recorded to any further
extension of the Trade Agreements Act of June 12, 1934.

We base our familiarity with tie operation of the trade-agreements program
on tile many years the products of our Industry were sold In the United States
in competition with imported merchandise both before 1934 and since.

The act has now been sufficiently long in operation for the Congress to deter-
3ine to what extent, if any, it las accomplished its expressed purposes:

1. Whether It has helped relieve unemployment.
2. Whether it has increased importations into the United States.
3. Whether it has helped cure our national depression.
4. Whether it promoted good will among nations.
The factors such as war and the many national emergency measures since, pos-

sibly cloud the picture too much to obtain clear answers to those questions. Inl
our opinion, the trade-agreements plan remains as originally a theory, either
viewed nationally or for future post-war planning.

But whether practicable or not and whether or not its operation has helped our
donestie economy or our foreign relations, we believe Is Irrelevant.

We oppose the act on an entirely different ground-one affecting the foundations
of our democracy.

TITl TRADE AGREEMENTS ACT OF JUNE 12, 1934, IS UNCONSTITUTIONAL

These are the reasons:
1. The act involves raising of revenue. The Constitution requires that all

revenue measures must originate In tile House of Representatives. In point of
fact, tariff rates were adopted secretly (in the State Department) during treaty
negotiations, not by the House of Representatives, but by the executive branch
of government.

2. In tihe Constitutonfand'Mm our constltutional form of government is found
the doctrime of tile "separation of powers" of the executive, legislative, and judicial
branches of,tie Federal Govermnent, On branel is not ermitted to encroach
on, the othe.. 14y 'the' Trade Agreemecnts Act of 1934, (ongiess abdicated its
exclusive constitutional power over customs tiess and the regulations of foreign

87028-43- 10
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commerce in favor of the executive branch, By the saue provisions, the executive
branch has used these powers for purposes which, we believe, are utterly ox-
traneous to those alleged In the preamble to the law. Commerce, as such, does
not exist during the war period. Congress, of course, never intended confusion
of trade policy with foreign policy, the policies of two distinct branches of gov-
orrniont.

3. The power delegated to the Executive to change tariff rates Ul) to 50 percent
is the delegation of discretion, mfettered except hoyond the range specified.
The Constitution requires that C(ong'ess must exerire Its owim discretion. Cases
in support of this view will more fully appear froim a discussion of the law here-
ifiafter set forth.

4. The Constitution makes mandatory the concurrence of the Senate in all
treaties. Treaties are those agreements with foreign powers which involve the
exercise of legislative power to motivate them. The trade agreements entered
into tinder the act of June 12, 1934, Involve legislative power; namely, to levy
duties and regulate connerco. All treaties, whether called agreements, pacts, or
by any other name, require the concurrence of the Senate. No consent has been
had nor has any been sought. The agreements, therefore, are void.

IHlIE TRADE AORE 14MBNTS ACT IS AN EXAMPLE OF ADMINISTRATIVE FINALITY

It is seldom in our history that a wrong nay continue without a judicial remedy.
In the instance of the act of June 12, 1934, we have an enactment unconstitutional
on the four grounds mentioned, yet there is no remedy afforded by any legal
tribunal. The wrongs may be corrected only by the Congress, possibly when It is
too late.

Under the Tariff Act of 1930 which the act of 1934 amends, there are two
methods by which a decision of the Secretary of the Treasury or the collector May
be made the subject of attack. One is the customary procedure by I)rotest after
the payment of duties under section 514 of the Tariff Act of 1930. rhe other Is
known as the manufacturer's protest under sections 333 and 516 (b) of the same
act.

There was little danger of an importer availing himself of the judicial remedy
afforded by the statute since in nearly every instance of over a thousand changes
of tariffs, the change made was a reduction downward. The attempts to raise
questions of constitutionality were thus out off and executive finality permitted
to stand until Congress repealed the law.

The remedy by way of manufacturer's protest under sections 333 and 516 (b)
was specifically taken away by section 2 (a) of the law itself. While losses could
be proven and in instances were heavy almost to the point of extinction, such as
the losses suffered by the Florida fruit and vegetable growers through reduction
of rates on Imports from Cuba. In that case there was no remedy at law to
afford relief to our own citizens engaged in agricultural pursuits.

George S. Fletcher, one of a large group ofFlorida fruit and vegetable growers,
challenged the constitutionality of the Reciprocal Tariff Act on the ground that
the delegation of power by Congress to the President to enter trade agreements
with foreign nations is unconstitutional, and, further, that tke treaties were not
ratified by the Senate. As a consequence, he contended that the increased rates
in the treaty with Cuba were void and of no effect. The case was dismissed in
the United States Customs Court at New York in a decision reported in Treasury
Decision 48684 of December 2, 1936. The Court of Customs and Patent Appeals
sustained the trial court in an appeal taken (Suit 4088) in Washington on the
ground that the courts were without jurisdiction in opinion reported in 25 Court
of Customs and Patent Appeals, 195.

The courts also refused to pass on the constitutionality of a portion of the
Reciprocal Tariff Act In George C. Wisler v. United States, Treasury Decision 49170.
Wisler,'an Importer of steel files from Germany, contended that the proviso to
section 350 (a) of the Trade Agreements Act under which the President suspended
the application of the reduced rates on files in the Swedish Treaty was invalid
on the ground that by permitting the higher rate to apply It discriminated against
Germany in the commerce with the United States and constituted an un lawful
delegation of legislative power to the Executive.

TH RECIPROCAL TRADE AGREEMENTS ACT IS A USURPATION OF CONoRESIONAL
FUNCTION

Separation of Ipower8.-Customs duties'and the regulation of foreign commerce
are two functions which under no pretense or color of right belong to any branch
of government, save only the legislative branch.
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The fact nevertheless is that Congress today has deprived itself of its con-
stitutional power over customs duties and foreign commerce,

In the Constitution are provisions in separate articles for the three great depart-
ments of government, executive, legislative, and judicial.

Legislation looks to the future and changes existing conditions by making a new
rule to be applied thereafter to all or some part of those subject to its power
(Holnes, J. in Prentis v, Atlantic Coast Line, 211 U. S. 210, 226 (1908)).

The doctrine of the "separation of powers" of the executive, legislative, and
judicial branches of the Fiederal Government is fundamental In the American
theory of constitutional government. See The Federalist, Nos. 47 to 51, One
branch is not to encroach upon the other. Essential functions of the legislature
are not to be usurped by the executive or the judiciary. Similarly, the legislature
is not to Interfere with the other coordinated departments of government except
where an intermingling of action is contemplated by the Constitution itself.

In this way dangerous concentration of power Is avoided and respective power
are asmigned to the department best suited to exercise them.

After a bill becomes law, it is the President's duty to see that it Is enforced.
lie cannot veto It by inaction and there is no power in the President to repeal an
at of Congress. Of course, in enacting legislation, Congress may provide either
that its operation shall be suspended or that it shall go into effect upon the occur-
rence of certain events, the existence of which shall be ascertained by the President.

But In the reciprocal trade agreements program no pretense whatever, no
legalistic ustification for supplementing, overlapping, or usurping legislative power,
exists. The law on the subject has loig since been settled.

The power to regulate commerce con ferred by the Constitution upon Congress
Is that which previously existed in thel State, South Crolina v. tGheorgta (93 U S 4
10 (1876)). It is complete in Itself, may t exercised to the utmost exten, S.n
acknowledges no limitations (Oibbons v. Ogden 9 Wheat. 1, 197 (1824); University
of Illinois v. unitedd States, 289 U. 5. 48 (1933)).

It is now a settled principle of our democracy and constitutional form of govern-
ment that In Its sphere tim legislature is supreme and the full exercise of its
exclusive powers cannot be divested. Any attempt is not voidable but absolute,
since done without power. As a consequence, there Is nothing to support usurpa-
tion-not even emergency.

Emergency legislation may not be arbitrary or oppressive (Treigle v. Acme
Ilomestead Ass,. 297 U. S. 189 (1936)). For illustration, a statute bringing about
impairment of the obligation of contract is void (W. 1B. Worthan Co. v. Kava-
naumh, 295 U. S. 56 (1935)).

Tie conditions to which power Is addressed are always to be considered when
the exercise of power Is challenged. Extraordinary conditions may call for
extraordinary remedies. But the argument necessarily stops short of an attempt
to justify action which iles outside the sphere of constitutional authority. Extraor-
dinary 'conditions do not create or enlarge' constitutional powers (A. L. A.
Schecter Poultry Corp. v. U. S. 295 U. S. 490, 528 (1935), citing Rx Parte Milligan,
4 Wall. 2, 120, 121 (1886); IHome Bldg. & L. Asso. v. Blaisdell, 290 U. S. 398, 426
(1934)). The Constitution established a National Government with powers
deemed to be adequate, as they have proved to be both in war and peace, but
these powers of the National Government are limited by the constitutional grants,
Those who act under these grants are not at liberty to transcend the imposed
limits because they believe that more or different power is necessary. Such
assertions of extraconstitutional authority were anticipated and precluded by the
explicit terms of the tenth amendment.

THE ACT IS AN UNLAWFUT| DELEGATION OF LEGISLATIVE POWER

The act in question amends the Tariff Act of 1930.
The power In Congress to lay duties, although embraced in the taxing power

(Constitution: Art. 1, see. 8, el. 1), may and is exercised as a regulation of foreign
commerce (Constitution: Art. 1, see, 8, cl. 3).

It is now settled law that "this power is exclusive and plenary" (Board of
Trustees of the University of Illinois v. United States, 289 U. S. 48).

In Schechter Poultry Corp. v. United States (295 U. S. 495, 537 (1935)), the
Supreme Court of the United States hold:

"Congress cannot delegate legislative power to the President to exercise, an
unfettered discretion to make whatever laws he thinks may be needed or advis-
able for the rehabilitation and expansion of trade or industry. (See also United
States v, Chemical Foundation, 272 U. S. 1 (1926), Patiama Refining Co. v. Ryan,
203, U. S. 388 (1935))."
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In. the Poultry Corp. case a finding that the general purposes of a statute
would be promoted by the President's exercise of legislative power was held to
be not a finding of fact but a mere expression of an opinion, leaving him free to
exorcise his discretion as he saw fit.

The principles to determine the constitutionality of legislative grants of power
were fully developed and established by the Supreme Court in Hampton & Co.
v. United States (276 U. S. 394), and Field v. Clark (143 U. S. 649).

A summary of legislation dealing with past delegations of legislative authority
appears in Norwegian Nitrogen Co. v. United States (288 U. S. 294, at pages

0-309).
T leading case on tle subject is Field v. Clark, supra. Section 3 of the Tariff

Act of October 1, 1890, authorized the President if he were satisfied that any
foreign government was imposing duties on certain products of the United States
which "he may deem to be reciprocally unequal or unreasonable," he should
have power to suspend the provisions of the act relating to the free induction of
certain commodities into the United States, in which case certain tariffs pro-
scribed In the act of Congress should become applicable. The President's action,
the court found, was to be determined upon the basis of findings with respect
to the commercial regulations of other countries, and nothing Involving tile
expediency of the legislation was left to his determination. The taxes to come
into operation were preordained by the legislature. The President, therefore,
was a mere agent to the lawmaking department to ascertain the event upon
which its expressed will was to take effect.

It has been said by the Supreme Court of the United States in the majority
opinion holding the so-called Agricultural Adjustment Administration law uncol-
stitutional in United States v. Butler:

"The Constitution is the supreme law of the land ordained and established by
the people. All legislation must conform to the principles it lays down, When
an act of Congress if appropriately challenged in the courts as not conforming to
the constitutional mandate-the judicial branch of the Government has only one
duty-to lay the articles of the Constitution which are invoked beside the statute
which is challenged and to decide whether the latter squares with the former,

* * $ * * $ *

"The question is not what power the Federal Government ought to have
but what powers in fact have been given by the people. * * *

"The Federal Union is a government of delegated powers. It has only such
as are expressly conferred upon It and such as are reasonably to the implied from
those granted."

Congress cannot delegate to another department of tile Government powers
which are strictly and exclusively legislative (Wayman v. Southard 10 Wheat. 1,
6 U. S. (L. ed.) 253; Union Bridge Co. v. United States, 203 U. S. 404--365).

Thus the principle that Congress cannot delegate such power to the President
Is universally recognized as vital to the integrity and maintenance of the system
of government ordained by the Constitution.

At the hearings on Thursday, April 26, 1934, when tile bill (H. It. 8687) was
before the Counittee on Finance of the Senate, the following took place (pp. 8-9):

"Senator Reed. Tie bill pending before us would give the Presidlent power, in
his discretion, to modify a tariff to the extent of 50 percent in either direction,

"Secretary -UL, Well, It is "a judicial discretion, which is, of course, very
different from any capricious discretion. It Is a judicial discretion involving the
-same authority to make changes that was written into section 317 of the Fordney
Act and carried forward by general consent of this committee and of the Senate

- as section 338 of the Smoot-1-awley Act, which gives the President authority not
only to exercise his own discretion but to make his own findings, of fact on which
he would rest that discretion.

* * .I * 'I * *

."Senator RIDED. Mr. Secretary, do you remember when the flexible tariff
provision was under consideration in 1929 and you were then a member of the,House?

"Secretary HULL. Yes; there was not any panic then.
"Senator Rm3. There was not any panic, but you said at that time that that

was too much power for a bad man to have or for a good man to want."
Aain, at thle hearings p.31):

Secretary WALAE senator, I wonder If you happen to know how many
hearings are being held in Government' nowadays?

"Senator RiD. I don't know, Mr. Secretary and I am wondering, therefore,
It it is wise to give these wide powers to human beings who are physically unable
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to keep up with the Work of their departments. I am not blaming you in the
least, but I don't believe that the genius exists who could have personal knowledge
of all that is going on in the Department of Agriculture today. With all our
dissension in Congress, at least, we are compelled to hear interesting people
personally before we act, but I gathered that you did not hear either the paper
people or the jute people, before you put those taxes on.

"You had to delegate that authority to somebody else, so, when we gave you
the taxing power, really, we were delegating it to some unnamed person in your
department. Now, that is the way this would work out, If we gave this power
to the President, isn't it?

"Secretary WALLACe. Oh, undoubtedly, the President would have to delegate
it to competent people.

"Senator RItuo. Yes.
"Secretary WALLAcu. That is what executive government consists in.
"Senator Rljmi. Yes,
"Secretary WALAC1, It happens to be a slightly different thing in the legis-

lative branch.
"Senator Ritea). So that, Instead of Congress, which Is elected and which Is

accountable to the people who elected it, putting these taxes on, this would be
put on, not even by the Presidentbut by sonm oilloial to whom the President
delegated it?

"Secretary WALLACE. Why, undoubtedly."
Again at the same hearings (p. 31):
"Senator ItRxn. Mr. Secretary, Is It your idea that the administration would

lay dom n some sort of a formula for the revision of tariff duties or a formula for
the foundation of the proposed trade agreement?

"Secretary WALLACE. I don't see how the administration could lay down a
formula, The thing is too complex for that."

Again at the same hearings (p. 67):
"Mr. SAYR.:. Yes, sir. I was really hoping that Senator Reed was going to

ask me some questions about the difference between H. 11. 8687 and these other
acts, insofar as these aspects are concerned, That Is to say, with respect to these
other acts, I have heard it said on many sides that, for Instance, in the act of
1800 you are discussing specified duties and you are discussing specified action-
the President after the exercise of considerable discretion, must do certain specified
things; whereas, under 11. It. 8687, the President is empowered not only to
exercise discretion as to whether to nct or not, but, having exeerised that dis-
cretion, he still has a discretion as to how far to raise or lower duties; and t seems
to me interesting to compare some of the preceding acts with 11. R. 8687, with
respect to that feature.

"Sonator Remo. I think that is true, Dr. Sayre, but long experience In the
Senate, has taught me that there is nothing thore futile than protracted arguments
on the constitutionality of proposed laws. In all sincerity and nonpartisanship,
we may differ, and the only effect on the country is to bore it to death. I am truly
concerned with the constitutionality of this bil, but I think it is a waste of time
for me to argue it at this stage of the proceedings."

The Congress may make the extension of azact depend upon the proclamation
of the President showing the ascertainment by hin of the fact that the edicts of
certain nations hiad been revoked or so nmodifled that they did not violate the
neutral commerce of the United States. The same principle would apply In a
ease of the suspension of an act on a contingency to be ascertained by the President
and made known by his proclamation (The Aurora v. United States, 7 Branch. 282,
305 (L ed.) 378, the cases of Field v. Clark, and Union Bridge, supra).

Unless, therefore the Trade Agreements Act is within the limitations of the
Constitution as judicially decided, it Is unconstitutional and void.

TiiE AGREEMENTS ENTERnD INTO BY TilE PRESIDENT WERE NOT CONCURRED BY
AND WITHn THE ADVICE OF TiIe SENATE

Assuming for the purpose of argument that the act does not lack constitu-
tionality as an unlawful invasion of legislative power, we contend that it is un.
constitutional for another reason,

Article II, section 2, clause 2 has but one exception which does not apply to
treaties or trade agreements. Presidential power to make treaties is conditional
upon the advice of the Senate, and provided two-thirds of the Senate present
concur. The exception relates only to appointments.
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None of the trade agreements have been ratified by the Senate.
In a speech of the Honorable James M. Beck, of Pennsylvania, (former Solicitor

General of the United States) made in the House of Itepresentatives, March 24,
1934, on the subject, should the Power of Tax Be Vestedin the President, among
other things he said:
$I* * * in a moment of hysteria, for that is what it is, in an economic

crisis * * * we are prepared to abandon a basic rule of taxation and also a
fundamental principle of our Constitution that no treaty that shall bind the
faith and credit lof the United States to a course of action with another govern.
ment shall be valid unless it have the concurrence of two-third of the Senate.

"We are thus confronted with the possibility of a doubt violation of tile
Constitution.

"Please remember that there is no question about the President's power to
negotiate all the trade treaties he wants, because his power of negotiation is as
surely vested in him as is the power that Congress exercises to impose taxes, but
when he negotiates, and he can negotiate with any nation for reciprocal exchange,
of imports and of duties upon imports, he must return it to the Senate for its
approval, and if It involves changes in taxation it must be returned to the Ihouse,
because the power to originate any tax Is tie ancient privilege of the House of
Representatives and the final power to impose the tax, whether in accord with a
ttadlo agreement or not, is the greatest of all prerogatives of Congress itself.
Therefore, there is no objection to the President, if he feels he can improve our
economic situation, to making a tariff treaty with Germany, with France, or any
nation, but we do object to the President's having the final authority without
submitting it to the Congress of the United States and to that body of the Congress
which has the peculiar right to say when we shall commit ourselves to binding
agreements with other governments in matters of legislative pplicy.

"I know there are many trade agreements that do not require either the action
of the Senate or the action of the Congress, because they are of a peculiarly
executive character. And there is the line of distinction. * * *

* * * * * * *

* The mighty changes in our constitutional system which have taken place in
the last half century have been effected principally in three ways.

"The first has been the perversion of Federal powers to destroy the reserved
rights of the States. This has been largely accomplished through the taxing
power and the power over commerce."

CONCLUSION

An extension of the law would be a perpetuation of what me believe to be a
violation of the fundamental principles of our Government and to operate on a
state of facts which will not come into being until reconstruction and peace.

The responsibility of departing from a constitutional form of government is
at stake.

We, therefore, respectfully record our opposition to the proposed extension of
the Ttade Agreements Act of June 12, 1934.

WooL HAT MANUFAcrvUInS ASSOCIATION o AMERICA,
W. F. EVE E SN, Secretary.

STATEMENT OF JOHN J. MARA, PRESIDENT, BOOT AND SHOP, WORKERS UNION,
EFOR1m SENATE FINANCE COMMITTEE

The boot and shoe workers union, which Is an affiliate of the American Federa-
tion of Labor, has a vital interest in the question of extending the reciprocal trade
treaty program. Our membership is dependent for their livelihood upon employ-
ment in the boot and shoe factories of this country. Their employment has, in
recent years, before the war been threatened from two sources, Czechoslovakia
and Japan. I

We have no objection to international trade since we recognie that no nation
is self-sufficIent. On the other hand, we know that our trade with other countries
can be carried on without destroying our own industries and employment oppor-
tunities. Certainly, no one can say that the boot and shoe industry in this coun-
try is one of those industries that accordifig to some theorists should be marked
for elimilhation. It is a healthy industry that normally employs some 200,000
workers. It can hold its own and eonttibute its fair share to the maintenance of
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our standards of living if it is not exposed to foreign competition resulting from
low prices based on low wages.

We do not ask for duty rates amounting to an embargo. We have no desire to
shut out foreign shoes. We want nothing more than an equal basis of comipeti-
tion. To this we believe ourselves entitled on any basis of fair national policy.
We believe It to be unfair and Inequitable to ask the American shoo industry to
face cheap foreign competition so that some other industries such as tho automobile
industry, the typewrlt(r, sewing machine, and agricultural implement industries
may expand their sales abroad. Such a proposition may make sense to our theo-
retical economists but to us it appears vicious and unjustifiable.

Let us take a concrete example. Ai American maufactirrer, let ts assunie
makes a shoe at a co.A, of $4 per )air. A eoniparale l)air of shoes is produced
in foreign countries and delivered Into our markets at a total cost of $150. This
is no ovorstatenient, as can bo proved and as an Vone who knows the boot and
shoe business and who Is fanilliar with wages paid In foreign countries will testify.

Now, what we say is that it would be tufair to allow this foreign shoe to be laid
down iII the United States to a wholesaler, including all charges, at substantially
less than $4 per pair. The duty, in other word(i, should be high enough to place
the foreign aiwd domestic prodticts oi roughly an equal competitive basis, If
that were done these foreign shoes could be sold In tire United States but not at
ruinous prices. The American producer might not sell as nany pairs of shoes as
lie would If there were no foreign competition, but the shoes'which he did sell
would not have to be sold at ruinous prices. Wages would not be depressed,
Trade all around would be maintained at a healthy level.

We repeat that we can see nothing but favortisin', based oii we know not what,
iI any action that, opens up or maintains rutmious foroiqtu competition for one
industry for the prosperity of another. We could find no justification for allowing
the $1 .fO shoe to come ito this country at a duty which would permit its sale
in the domestic market at $3 per pair while the co~iarable American-made shoe
imist be sold at $4 or $5 if fair and reasonable Profits are to be realized. This is to
say, we condemn as highly discriminatory a policy which contemplates the
necessity of one industry selling its products below cost or without reasonable
profit In order to meet foreign competition so that some other industry, favored
tor obscure reasons, may be enriched, Only a career economist, safely ensconced
on the Federal pay roll and without practical sense could say that such juggling
would lead to increased national prosperity and the brotherhood of man,

The Tariff Commission found lii 1931 that, Czechoslovakian McKay-sewed shoes
were delivered in New York at costs 59 percent less than the costs of comparable
shoes produced in the United States. The iniports referred to covered 54 percent
of the Imports listed. Seventynine percent of the Czechoslovakian shoes
Imported coo't an average of 43 percent less than the comparable American-imade
shoes.

It might be said that 1930 is a long time ato, but no one can believe that after
the war we will not again face such competition. The shoe industry In Czecho-
slovakia is highly concentrated and mechanized. It Is not a question of so-called
inefficient hand labor against America's mass production.

The rate of dirty was increased only 10 percent. That was insufficient but was
much better than the treatment that can be meted out under the present trade
treaty agreement system under which comparative costs are not even determined
,or considered.

A member of, In fact the vice chairman of the Tariff Commission Mr Edminis-
ter, has gone so far as to testify before the Ways and Means Committee that costs
,of production cannot be found. Tins attitude permits the negotiators of the
trade treaties to select any likely l)roduct that they think they can use to pry an
advantage out of the foreign delegation and sacrifice this product In behalf of
some industry that cart for some reason they want to ielp. They don't have to
'bother to find out whether the duty is already too low. If the foreign negotiators
want a still lower rate so much the better. It makes a good bargaining point if
they want It bad enough. So why not sell one industry down the river If you can
hel another one?

Afterward these people can come before your committee and say "we have
increased the exports of plows and dried fruits and lard and automobiles."

If some member of your committee should say, "Yes, but you decreased employ-
ment In the boot and shoe industry, in the pottery and glassware Industries," or
In some other Industries proponents of the trade treaty policy can simply reply,
"other factors were probably Involved. No one knows what the comparative

,cost0fdproduction is. Anyway, we are fixing up International peace,"
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Like a great many other people, we are not opposed to reciprocal trade treaties
as such. If differences in costs of production are recognized in arriving at duty
adjustments we have no objection to them, provided that Senate ratification is
required. We believe that the so-called trade agreements are treaties and that
we should treat them as such, as do the other countries. We also believe that the
American people are entitled, as a free and democratic people, to test legislation
in the courts.

While the war lasts there are no important imports of foreign shoes, but the
reciprocal trade legislation is essential for conditions of peace. Other methods of
accommodating the needs for the movement of goods in wartime have been pro.
vided, such as lend-lease. The trade treaties are a very minor factor in this
movement of goods. export priorities, considerations of national needs in time
of war, imports of scarce and critical items under artificial conditions--these have
all but superseded the trade treaties for the time being. We are looking at the
post-war situation. We know from past experience what we may *xpect by
way of a flood of imports. We know also how our export shipments clogged up
the docks in 1920 after the post-war boom broke.

If we are to learn anything from experience we should be prepared to stem the
mad rush before it gets started. It will be doing the other countries no favor to
lead them into a boom only to have another break-down.

If we proceed with the lowering of our duties the rates will be as low as possible
under the law when the flood is loosed upon us. It will be very difficult on that
occasion to call in the foreign delegations and obtain concessions by raising our
tariffs. It will be very difficult, in fact, to avoid reprisals if we increase our tariff
duties in order to stem the flood.

The supporters of the trade treaties are so highly apprehensive of reprisals or
retaliation that in order to avoid them they would not dare raise a duty. How,
in any case, could we raise our duties by means of trade agreements? Should we
say to another country, "We will raise our duty only 10 percent if you will agree
to limit yourselves to a 10-percent increase?" Or should we say "You raise your
duty 50 percent and we will do likewise?" This would be a strange form of
bargaining, indeed.

Clearly, the reciprocal trade treaty program as administered today, is not the
proper mechanism by which to meet a trade situation such as it is reasonable to
expect that we shall face after the war. The delegated authority will either come
back to Congress disowned and dishonored, or it will be replaced by a much
more rigid control under a new lease of life; for obviously we cannot meet the
post-war situation with a bargaining instrument when bargaining will be in reverse.

The boot and shoe workers union is not opposed to international cooperation.
We know, however, that such cooperation must rest on tenable ground or it will
break down. We know that under-priced foreign-made shoes do not turn the
wheels in our shoe factories and we know what will happen to cooperation if the
wheels in our shoe factories and in the factories of scores of other industries do
not turn.

It is for the reasons we have stated that we do believe it to be unsound policy
to depart from the principle of the differences in costs of production and scientific
tariff making in levying of tariff rates on the imports of competitive foreign-made
products, whether such products be of the factory or of the farm.

We earnestly request that the pending legislation be further amended terminat-
ing all trade treaties at the cessation of hostilities.

Our organization contends that there has been too great a delegation of legis.
lative power to the executive branch of the Government. Congress should resume
its proper constitutional responsibilities without further delay.


