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Chapter 61, Resolves of 1935.

C&e Commontoealt& of egassadmsetw

RESOLVE OF AUTHORIZATION.

Resolved, That the commissioner of labor and industries, or a
representative of his department designated by him, be authorized
and directed to make an investigation of the sale within the com-
monwealth of goods, wares and merchandise manufactured or pro-
duced in a foreign country, for the purpose of determining the ad-
visability, necessity and feasibility of regulating such sale by way of
safeguarding the interests and well-being of the citizens and indus-
tries of the United States, as affecting their activities within the
commonwealth. The commissioner shall report to the general court
the results of such investigation and his recommendations, if any,
together with drafts of such legislation as may be necessary to carry
such recommendations into effect, by filing the same with the clerk
of the senate not later than the first Wednesday of December in the
current year. [Approved July 26, 1935.

Resolve providing for an Investigation by the Commissioner
of Labor and Industries relative to the Sale within the
Commonwealth op Foreign-made Goods, Wares and Mer-
chandise.
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REPORT OF THE DIVISION ON THE NECES-
SARIES OF LIFE RELATIVE TO THE SALE
WITHIN THE COMMONWEALTH OF FOR-
EIGN-MADE GOODS, WARES AND MER-
CHANDISE.

The report, as submitted, does not contain factual
information regarding foreign goods sold within the
Commonwealth, because statistics in this connection
are compiled on a national basis, and the goods them-
selves lose their identity after leaving the port of entry
and being consigned to the domestic buyer. To procure
this information directly would involve the expenditure
of a substantial appropriation on the part of the Common-
wealth.

After conferring with the Department of Corporations
and Taxation, it was determined that the desire of the
General Court could best be accomplished at a minimum
of expense by enclosing a questionnaire with the regular
corporation, partnership, trust or income tax forms mailed
out yearly by the Department of Corporations and
Taxation. The Division, therefore, recommends the
adoption of the accompanying resolve.

The Division has, for the information and guidance
of the General Court, conducted an investigation in the
form of research, and has enjoyed the co-operation in
this respect of the United States Department of Com-
merce, the United States Tariff Commission, the United
States Department of Agriculture, and the United States
Department of State. The Division is also indebted to
the World Peace Foundation for its authority to incor-
porate in this report certain information regarding foreign

Cfce Commontoealtfc of Qijassacjnisetts
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trade and the worker’s job, as written by Helen Hill.
An article in the “Saturday Evening Post” of December
3, 1932, written by Samuel G. Blythe, and the pamphlet
entitled “The Truth About Buy-American,” published
by the Research Associates, Madison, Wisconsin, has
been of material assistance to the Division.

William Randolph Hearst has been the foremost advo-
cate of “Buy-American ” of recent years, devoting pages
of his news and editorial columns in a chain of newspapers
throughout the country to provide facts concerning
conditions under which merchandise is produced in
foreign countries, the foreign countries’ policy and pro-
gram of buying at home, and the effect dumping has had
upon American labor. The “New York American”
editorial expressed this philosophy as follows:

Americans must buy American goods the products of American
labor and American capital —to the exclusion of any other goods,
of any other products, of any other services, of any other labor
whatever part of the world they proceed from and at whatever price
they are offered.

This philosophy is idealistic and reeks of economic
patriotism, all of which is essential to the general well-
being of our citizens. However, beyond the point of
making our people domestically conscious there is the
necessity of studying to determine how much our con-
sumers will be affected if overnight we adopted a policy
of economic self-sufficiency.

There is a vast difference between the dumping of
merchandise produced in a country with deflated currency
and pauper wages, as against merchandise imported
into this country which our industry has never endeavored
to produce and which exports under normal conditions
would offset.

The tariff question has been controversial from the
beginning of America. George Washington signed the
first tariff act on July 4, 1789. Since then it has been
amended many times. At the outset tariff hoped to
accomplish the cutting off of imports to encourage home
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manufactures and to provide a revenue through duties
sufficient to pay the cost of government.

Until the adoption of the income tax in 1913, tariff
duties were the principal source of Federal revenue in
the United States, and the decade before the Civil War
they furnished 90 per cent of tax receipts, and even as
late as 1912 they furnished 45 per cent. In every presi-
dential campaign since 1872 a tariff plank has been in-
cluded in the platform of both major parties.

Of recent years, the principal reason for tariffs has been
to reduce the amount of imports, thus stimulating partic-
ular lines of production and changing the economic life
of the country and the protection of American labor and
American standard of living.

The Smoot-Hawley Bill of 1930 was enacted after
eighteen months of hearings in which eighteen thousand
pages of testimony were submitted. If we approach
tariff on the basis of protecting American labor, we find
in many instances that wage scales are higher in indus-
tries without protection than those which are afforded
protection.

The amendment to the tariff act of 1930, House Resolu-
tion 8687, copy of which follows, appears to be the ulti-
mate solution to a controversy that has existed for over
one hundred and fifty years. Under this act, a division of
foreign trade agreements has been set up in the Depart-
ment of State. This division procures information from
the United States Tariff Commission, the Departments of
State, Agriculture and Commerce, and from such other
sources as they deem appropriate for the procuring of
information with reference to conditions under which
commodities are produced, the rate of exchange, and
the effect of the sale of foreign goods on the American
standard of living and domestic unemployment. To
date, the United States has negotiated reciprocal trade
agreements with Canada, Brazil, Columbia, Belgium and
Sweden.

The Honorable Cordell Hull, Secretary of State, and
Honorable Robert Lincoln O’Brien, chairman of the
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Tariff Commission, have recently issued the following
statements, both of which show the tangible benefits that
will accrue to America and its people under the plan of
reciprocal agreements and trade bargaining: The year
1935 cannot be termed a normal year for the presentation
of an economic analysis of the effect of foreign-made or
foreign-produced goods upon the industry and agricul-
ture of the United States, for we find that, owing to the
A. A. A. program of reduced acreage and reduced produc-
tion, in order to supply the consumer demand for edibles
we have been required to import over 15,000,000 bushels
of wheat, 38,000,000 bushels of corn, 38,000,000 bales of
raw cotton, 90,000,000 pounds of meat products, 9,000,000
pounds of beef and veal, 3,000,000 pounds of ham and
bacon, and 25,000,000 pounds of butter. These are only
a small part of the edible imports for the year 1935, which
ordinarily would be produced in America and be provided
the consumer at prices corresponding to domestic cost
of production and distribution.

The people of Massachusetts have most likely suffered
more than any other State because of poor planning on the
part of the A. A. A. However, agriculture is a part of
the national program of recovery, and possibly 1936 will
witness the restoration of domestic agricultural produc-
tion and the promulgation of added reciprocal trade
agreements which will inure to the benefit of agriculture,
industry and the consumer alike.

An Act to amend the Tariff Act of 1930.

Be it enacted by the Senate and House of Representatives of the United
States ofAmerica in Congress assembled, That the Tariff Act of 1930 is
amended by adding at the end of title 111 the following:

Part 111 Promotion of Foreign Trade.

Sec. 350. (a) For the purpose of expanding foreign markets for
the products of the United States (as a means of assisting in the
present emergency in restoring the American standard of living, in
overcoming domestic unemployment and the present economic de-
pression, 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 com-
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merce) by regulating the admission of foreign goods into the United
States in accordance with the characteristics and needs of various
branches of American production so that foreign markets will be
made available to those branches of American production which
require and are capable of developing such outlets by affording cor-
responding market opportunities for foreign products in the United
States, the President, whenever he finds as a fact that any existing
duties or other import restrictions of the United States or any foreign
country are unduly burdening and restricting the foreign trade of
the United States and that the purpose above declared will be pro-
moted by the means hereinafter specified, is authorized from time to
time

(1) To enter into foreign trade agreements with foreign govern-
ments or instrumentalities thereof; and

(2) To proclaim such modifications of existing duties and other
import restrictions, or such additional import restrictions, or such
continuance, and for such minimum periods, of existing customs or
excise treatment of any article covered by foreign trade agreements,
as are required or appropriate to carry out any foreign trade agree-
ment that the President has entered into hereunder. No proclama-
tion shall be made increasing or decreasing by more than 50 per
centum any existing rate of duty or transferring any article between
the dutiable and free lists. The proclaimed duties and other import
restrictions shall apply to articles the growth, produce, or manufac-
ture of all foreign countries, whether imported directly, or indirectly;
Provided, That the President may suspend the application to articles
the growth, produce, or manufacture 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 proclamation in whole or in part.

(b) Nothing in this section shall be construed to prevent the applica-
tion, with respect to rates of duty established under this section pur-
suant to agreements with countries other than Cuba, of the provisions
of the treaty of commercial reciprocity concluded between the United
States and the Republic of Cuba on December 11, 1902, or to preclude
giving effect to an exclusive agreement with Cuba concluded under
this section, modifying the existing preferential customs treatment of
any article the growth, produce, or manufacture of Cuba; Provided,
That the duties payable on such an article shall in no case be increased
or decreased by more than 50 per centum of the duties now payable
thereon.

(c) As used in this section, the term “duties and other import re-
strictions” includes (1) rate and form of import duties and classifica-
tion of articles, and (2) limitations, prohibitions, charges, and exactions
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other than duties, imposed on importation or imposed for the regula-
tion of imports.

Sec. 2 (a) Subparagraph (d) of paragraph 369, the last sentence
of paragraph 1402, and the provisos to paragraphs 371, 401, 1650,
1687, and 1803 (1) of the Tariff Act of 1930 are repealed. The provi-
sions of sections 336 and 516 (b) of the Tariff Act of 1930 shall not
apply to any article with respect to the importation of which into the
United States a foreign trade agreement has been concluded pursuant
to this Act, or to any provision of any such agreement. The third
paragraph of section 311 of the Tariff Act of 1930 shall apply to any
agreement concluded pursuant to this Act to the extent only that
such agreement assures to the United States a rate of duty on wheat
flour produced in the United States which is preferential in respect
to the lowest rate of duty imposed by the country with which such
agreement has been concluded on like flour produced in any other
country; and upon the withdrawal of wheat flour from bonded manu-
facturing warehouses for exportation to the country with which such
agreement has been concluded, there shall be levied, collected, and
paid on the imported wheat used, a duty equal to the amount of such
assured preference.

(b) Every foreign trade agreement concluded pursuant to this Act
shall be subject to termination, upon due notice to the foreign govern-
ment concerned, at the end of not more than three years from the
date on which the agreement comes into force, and, if not then ter-
minated, shall be subject to termination thereafter upon not more
than six months’ notice.

(c) The authority of the President to enter into foreign trade agree-
ments under section 1 of this Act shall terminate on the expiration of
three years from the date of the enactment of this Act.

Sec. 3. Nothing in this Act shall be construed to give any author-
ity to cancel or reduce, in any manner, any of the indebtedness of
any foreign country to the United States.

Sec. 4. Before any foreign trade agreement is concluded with any
foreign government or instrumentality thereof under the provisions
of this Act, reasonable public notice of the intention to negotiate an
agreement with such government or instrumentality shall be given
in order that any interested person may have an opportunity to present
his views to the President, or to such agency as the President may
designate, under such rules and regulations as the President may
prescribe; and before concluding such agreement the President shall
seek information and advice with respect thereto from the United
States Tariff Commission, the Departments of State, Agriculture, and
Commerce and from such other sources as he may deem appropriate.

Approved, June 12, 1934, 9.15 p.m.
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Statement of Honorable Cordell Hull, Secre-
tary of State, in Explanation of the Recipro-
cal Trade Agreements and their Connection
with the Recovery Program.

“ The international exchange of goods is of immediate
and vital concern to every individual among us. An
exchange of goods makes business move, and without this
exchange there is stagnation and unemployment. Trade
stimulates productivity at both ends of the transaction.
In addition to the production of the goods themselves,
work is created in the transportation of the export and
in the transportation, distribution and marketing of the
import.

“By the trade agreements program, now well under
way, we are seeking to persuade other countries to
join us in breaking down excessive barriers to trade so
that its movements may be less hampered and its volume
increased. Agreements already concluded with Cuba,
Brazil and Belgium, and others which are in prospect,
indicate that many other nations are willing to co-operate.
The agreement with Cuba in force six months has
resulted in a marked stimulation of trade, and it is rea-
sonable to expect that other agreements will have like
consequences.

“At the high mark of 1929 our exports were valued at
over $5,000,000,000. Every State in the Union shared
in this business, some to the extent of hundreds of millions.
And do not imagine that these huge exports were confined
to coastal States. Interior States also participated
heavily in our export trade in 1929. The export products
of Ohio, Michigan, Wisconsin, Illinois, Indiana, Ken-
tucky, Tennessee, lowa and Missouri were valued at
over $1,000,000,000.

“All States suffered severe losses in exports between
the years 1929 and 1932. New York lost $708,000,000;
Michigan, $306,000,000; Texas, $357,000,000; California,
$231,000,000; Illinois, $172,000,000; and Pennsylvania,
$240,000,000. Can any one reasonably doubt that this
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drastic decline in our foreign trade from $5,000,000,000
in 1929 to only $1,600,000,000 in 1932 has swelled the
tragic ranks of the unemployed and has meant a very
definite lowering of the standard of living in this country?
But the indirect losses are for greater; for example, the
decline of exports of automobiles from Michigan resulted
in a decline in urban employment and buying power, and
thereby caused a loss of domestic markets for our agricul-
tural population.

“The improved business condition of the past year and
a half has been intimately related to a revival of our ex-
port trade. From 1932 to 1934 the exports of the United
States increased from $1,611,000,000 to $2,133,000,000, an
increase of 32 per cent. The exports of automobiles and
machinery increased from $222,000,000 to $435,000,000.
The export of copper increased threefold, and iron and
steel semi-manufactures fourfold.

“These increases in exports have unquestionably con-
tributed substantially to the measure of recovery of busi-
ness and employment thus far achieved. And the effects
are not to be limited to the direct increase in employ-
ment in the export industries. The expansion of the
export industries has, in turn, had a cumulative effect
upon related industries, resulting in an ever-widening
expansion of economic activity and employment in the
domestic sphere; for example, the increase of automo-
bile exports and other metal manufactures, including
machinery and electrical equipment, constitutes an im-
portant part of the increased demand for iron and steel
products, plate glass, lumber, and at least twenty other
commodities; and the increased purchasing power of the
additional workers in these fields in turn has created a
larger demand for consumption goods of all sorts, includ-
ing the demand for agricultural products.

“I cite these facts with no easy optimism. We are
confronting a crisis in our foreign trade. The recent ex-
pansion of foreign trade does not yet rest on secure founda-
tions. And because of the close relationship of our foreign
trade with fundamental and full domestic recovery, this
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crisis concerns every one of us vitally interested in the
continued development of domestic business revival and
the expansion of employment.

“In 1934 this country enjoyed an export merchandise
surplus of $478,000,000. The service items, including
tourist expenditures, immigrant remittances, interest
and dividend payments, were substantially in balance.
It is clear that the merchandise export surplus rested
upon the insecure, uncertain foundation of a vast inflow
of gold.

“Events of the last year should make every American
realize the precarious situation of our export trade,
particularly on the continent of Europe. Trade-control
measures are becoming day by day increasingly compli-
cated and restrictive. These measures are designed to
protect the balance of payments of foreign countries,
to prevent an abnormal outflow of gold. Of one thing
we may be sure so long as our merchandise export
surplus is balanced by gold imports, the signal is given
to our foreign customers to impose ever-increasing re-
strictive measures against our exports. Day after day
and week after week throughout the year, nations caught
in this serious dilemma are trying by desperate means,
on the one side to check imports, and on the other side
to force exports. An outstanding development of the
past year has been the use of bargaining quotas, allotted
to various countries in return for forced expansion of
exports. In many parts of the world, especially in cen-
tral Europe, clearing-exchange agreements and trade-
compensation arrangements have put international trade
very nearly back to a state of outright barter. This
means a decrease rather than an increase in the sum
total. Some countries have allocated exchange on the
basis of other countries’ purchases of their products.
In some countries export trade is wholly or in large part
controlled by import monopolies or centralized trade-
control boards.

“The effect of all these measures has been to restrict
and to canalize trade into abnormal channels and to force
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a diversion of trade. These measures tend toward
bilateral balancing of trade, which for the United States
would mean that our exports would be cut down to the
low level of our merchandise imports. Economic nation-
alism has never inflicted upon nations more serious and
lasting injuries, affecting the well-being of peoples, the
stability of governments, and civilization itself, than
during recent years.

“It is therefore urgent, in the interest of American
trade and world recovery, to exert a determined leader-
ship in the direction of liberal commercial policies in order
to restore the equality of treatment upon which alone our
foreign commerce can thrive. It is for this reason that
the administration is basing its trade-agreements pro-
gram upon the principle of equality of treatment, or non-
discrimination, in opposition to special bargaining and
preferential arrangements. It is for this reason that we
stand for a revival and strengthening of the most-favored-
nation principle and against the exclusive policies of
strict and narrow quid pro quo arrangements. The very
economic lives of more than thirty countries depend upon
foreign trade, and their collapse has disastrous effects
upon us, as we have seen since 1929.

“We believe that foreign countries are already beginning
to learn that all these various devices bring, in the final
analysis, no relief to their trade position. Trade is
diverted, but it is not increased. It is a striking fact
that international trade has been most stagnant and
suffered the severest reverses during the past year in
those very areas where the rigorous control devices to
which I have referred have been most extensively de-
veloped.

“The United States stands at the crossways. Of all
the countries in the world, it is in the freest position to
assume a world leadership in the adoption of saner com-
mercial policies.

“What do the supporters of an excessive and prohibi-
tive tariff have to say in favor of such excesses? One
of the most used arguments is that such tariffs protect
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American workers against the ‘pauper labor of Europe
and Asia,’ and the American people generally from a
low standard of living. But do they? I may first
remark that all agree to the maintenance of reasonable or
moderate tariffs that will not allow excessive or unreason-
able importations of competitive products. A study
made of thirty-six typical industries which are on an
export basis or not aided by the tariff, and thirty-six
industries whose products are highly protected, shows
that in 1929 the average remuneration of wage earners
in the highly protected industries was $595 less than
that of the worker in the industries which received no
tariff benefits. The average annual income in the un-
protected industries was $1,704, while that in the highly
protected industries was $1,109.

“Those who contend that a virtually prohibitive tariff
is absolutely essential overlook or ignore certain basic
facts. According to the census of 1930, there were
approximately 50,000,000 gainful workers in the country.
More than half of this number, employed in service
industries, transportation, wholesale and retail business,
public utilities, and building trades, are not only not
helped by the tariff, but, as consumers, are actually
hurt thereby. Ten million farmers, a large part of whose
products are exported and sell at world market prices,
are obliged to buy in a protected market. Of the re-
mainder, a large proportion are engaged in industries
that are on an export basis, such as the automobile in-
dustry, electrical apparatus, industrial and agricultural
machinery, and other mass-production industries, which
get no assistance from the tariffs and are, indeed, injured
by them. Many others are engaged in industries of a
distinctly domestic character not subject to foreign
competition.

“There is not a country which does not have one or
more specialties in which it is peculiarly proficient and
which contributes to the necessities and amenities of
world society. International trade helps to stimulate
and spread throughout the world scientific discoveries
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and inventions, to broaden the national horizon of every
nation and every people, and to enrich life everywhere.

“For six years nations have vainly striven separately
to restore prosperity. But I would emphasize as strongly
as I can the fact that these efforts at national recovery
have not at all fully succeeded because of the destruction
of international trade. It follows that a vigorous effort
to rebuild that trade is essential if we do not wish the
struggle back toward prosperity to be too long delayed.

“It would be inexcusable if we did not make a vigorous
effort to ameliorate the frictions and animosities which
tend to produce wars and impede the progress of civiliza-
tion, by attempting to remove one of the chief causes.
In these days no nation can live wholly to itself without
imposing upon its own people, and the peoples of other
countries, unjustifiable deprivations and hardships.
Therefore, despite all difficulties, and despite the artful
propaganda of selfish interests, we intend to continue to
strive for an economic co-operation among nations that
will make the vast riches of the world more readily ac-
cessible to all, remove as far as possible the causes of
envy and aggression, and so take a determined first step
in the direction of greater economic well-being and uni-
versal peace.”

Statement of Hon. Robert L. O’Brien, Chairman,
United States Tariff Commission, outlining

Policies of the Tariff Commission and its Col-
laboration with the Department of Commerce,
Department of Agriculture, the Treasury, and

the Department of State in Working Out
Reciprocal Trade Agreements that will re-
store America to its Former Standing in the
Trade World.

“The United States has for generations been a leader
among the trading nations. In colonial days it was an
exporter of fine wooden ships, of spars for the King’s
navy, of tobacco, and of ship stores. In the last century
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King Cotton, safe in his southern stronghold, shipped
the fiber that filled the spindles of the world’s looms;
the bread basket of the Mississippi Valley fed all Europe;
and scores of cattle ships carried the cargoes that put
beef on the tables of Europe. The twentieth century
saw a change. Still cotton, still wheat and pork and
tobacco, helped fill the ships that linked the resources of
the United States with the markets of the world. But
now newer products, from new industries, announced the
rising industrial strength of the United States. Copper,
petroleum, fruit, canned goods, automobiles, machinery
and electrical equipment these are the latter-day
goods with which America holds her own in world markets.
Every American tourist wandering around foreign cities
has felt a homely pleasure in the familiar names of familiar
products in shop windows.

“In 1929 the nations of the world exchanged over $33,-
000,000,000 worth of goods. Our share in that gigantic
export trade was over $5,000,000,000, 15 per cent of
all international commerce.

“Five billion dollars is a lot of money more than the
President is requesting for the whole works-relief program
for the next year. Yet, being told that those $5,000,-
000,000 in exports were not quite 10 per cent of the total
production of the United States in 1929, some people have
hastily concluded that the whole parcel of export trade
is hardly worth the worry, and that in domestic concerns
lie the beginning and the end of all our prosperity. To
the southerner, who knows that without cotton exports
half the cotton acres of the South would lie fallow, refuta-
tion of that doctrine is needless. The raiser of hogs, the
grower of oranges and apples, the canner of fruit, the
tobacco plantationist, the oil driller, the automobile
manufacturer all these and many more need no re-
minder of the importance of foreign markets.

“By 1933 world exports were scarcely a third of their
total in 1929. The United States had held its own
it still accounted for about 15 per cent of that trade.
But now, instead of $5,000,000,000, the export trade
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contributed only $1,674,000,000 to the national trade
and income. What that shrinkage has meant to the
South, to California, to the Pacific Northwest, to Detroit
and to all the other communities and regions whose
prosperity is dependent in large measure upon a flourish-
ing export trade is evident to us all.

“A nation that has left few devices untried in the sad
game of adding bricks to the top of tariff walls must not
be surprised if the first result is strangled trade and the
second result is new millions on the relief rolls.

“No one has ever assumed that the present restriction
of output is anything more than a desperate and tem-
porary expediency. No one has ever claimed that there
is any solution for depression in a mass-production
economy such as ours except mass production at a profit
to worker and employer. That means markets, markets
at home and abroad, extensive and intensive. The
recapture of old and the creation of new foreign markets
is the goal of the trade-agreements program, a goal
whose achievement carries a promise of increased em-
ployment for every State in the Union.

“The stalemate in world trade is not to be ended by
good wishes or pious resolutions. It was created by the
raising of trade barriers to insurmountable heights. It
will be dissipated by skillful, patient negotiations toreduce
some of those barriers to levels at which trade can be
resumed. No one country can do the job alone and
unaided. But in the belief that a great country can
show the way to the council table, the United States has
determined to assume the leadership.

“Tariff-making, as Americans have known it, is not a
process which can be expected to increase foreign trade.
Its aim has usually been to restrict imports; and if im-
ports are restricted beyond a certain point, foreigners,
starved for the dollars with which to buy, drop out of
American markets as buyers. Tariff-making in the past
has been a congressional job. It is not a job Congress
has relished. A session in which tariff revision was
taking place was always a Roman holiday for lobbyists
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and petitioners. It was a time when every producer,
every manufacturer, no matter how poor his claim, how
high his costs, how wasteful his methods, or how small
his industry, begged, cajoled or demanded the added
tariff which, he maintained, was necessary to keep his
shop open. It mattered not if the process was ill-suited
to American labor. It mattered not if the whole Nation
was heavily taxed for the sake of a neighborhood. It
mattered not if the exclusion of the foreign product lost
us better customers abroad than ever the protected indus-
try could offer. Nor could an overworked Congress be
expected to give to tariff-making that broad guardianship
of national as against regional and special interests which
the country has a right to demand. A countless pro-
cession of special pleaders crowded the committee on
ways and means. Scarce a Congressman escaped pres-
sure from some producer in his constituency. Every
temptation existed for log-rolling. Once thrown into
the House, the bill inevitably received scores of amend-
ments which could not, under the circumstances, receive
even the hurried consideration which the committee had
given the rates in the bill it proposed. In the Senate,
unlimited amendment still further hammered at the
proposed rates. It is a matter of small wonder that
the resulting tariff act, instead of giving reasonable
protection yet preserving the main channels of foreign
trade, represented all too often a complex schedule of
ill-considered subsidies.

“The Reciprocal Tariff Act, with the trade program
it has made possible, proposes a sounder method of
tariff-making. It substitutes the national welfare for
special favors. It offers fair hearing to every interest,
but permits no single one to be guiding. It provides,
in an atmosphere removed from the inescapable turmoil
of the political arena, for a study, by commodity experts
and economists, of every tariff rate in whose preserva-
tion or change there is a promise of general gain.

“The trade-agreements program seeks an increase in
the trade of the United States. But it recognizes that
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trade is a business of both buying and selling, and that if
we do not buy we cannot sell. The program begins,
then, with the proposal to negotiate a series of com-
mercial trade agreements with friendly countries. With
three countries Cuba, Brazil and Belgium agree-
ments have already been concluded. With many others
negotiations are in progress. It is altogether worth
while for the American people to understand exactly how
the American negotiators are equipped best to serve
American interests at the council tables around which the
terms of agreement are settled. This process has been
called ‘Yankee horse trading.’ But if in that phrase
there is any hint of hasty bargaining, it is proof that
the whole program is misunderstood. Follow through,
from beginning to end, this new making of tariffs.

“It is decided to investigate the desirability of entering
negotiations with, let us say, Belgium. The new inter-
departmental Trade Agreements Committee organizes
a Belgium Committee, on which sit members of the
Departments of State, Agriculture, Commerce and the
Treasury, of the Tariff Commission, and of the office of
the Special Adviser to the President on Foreign Trade.
All the fact-finding resources of the Department of Com-
merce, the Department of Agriculture, and the Tariff
Commission are put to work on an analysis of our ex-
ports to Belgium to determine which of our exports have
been most important to American agriculture and in-
dustry in years past, and which ones have been most
grievously handicapped by Belgian tariffs, embargoes
or exchange restrictions. In the Tariff Commission,
meanwhile, our imports from Belgium are subjected to
an equally close scrutiny. Many things must be deter-
mined. How large have imports been in relation to
domestic production, both in Belgium and in the United
States? What is the margin of protection accorded the
American industry? How much of this protection is
actually needed? Is the American industry strong,
virile, successfully filling its place in American economy?
For each American industry, a patient, accurate survey
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is made by experts who have, for many years, studied
that particular industry. Equipped with these studies,
the interdepartmental committee is able to determine
which rates might be reduced with the clearest margin
of gain to American industry, to American workers,
and to American consumers, in return for reductions in
Belgian duties on exports from the United States.

“Meanwhile it has been publicly announced that prep-
arations are in progress to begin negotiations with
Belgium, and that all interested persons are invited to
present briefs and to appear at public hearings. Two
groups now come forward to offer their oral and written
testimony. One group consists of those producers of
products of farm, forest and shop who, having lost foreign
sales, petition the negotiators to obtain from Belgium
the concessions by which they might be won back. The
other is composed of all those producers and representa-
tives of communities who fear that concessions to Bel-
gium which may increase our imports will affect their
interests adversely. It is the purpose of intelligent
tariff-making to reconcile these two points of view in the
general interest. No important industry can be sacri-
ficed for the sake of a few dollars’ worth of exports. Nor,
on the contrary, can the predictions of doom of an indus-
try fearing the threat of increased imports be allowed to
block a trade agreement which promises a clear margin of
national gain through a revivified export trade. There
is as much room for intelligently selective reciprocity
between the United States, and, say, Canada, as between
New York and California. There is as great a chance
of gain to both regions in the one case as in the other.

“Out of this mass of orderly data the contributing
agencies of government can now select two groups of
items, one consisting of the concessions which, if granted
by Belgium, promise the largest gain for American ex-
ports to that country, the other consisting of the con-
cessions which the United States can safely make on the
rates of duty on those imports which are supplied chiefly
by Belgium.
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“There have been accusations that this is tariff-making
by star-chamber proceedings behind closed doors. Much
of it is carried on in private, to be sure. Economic
analysis of the patient, time-consuming sort which has
been described is not very amusing. It is not news-
worthy. It is not done well in open committee under
the watchful eye of the well-fed lobbyist. Nor are
negotiations with foreign powers successfully started or
completed under free-for-all conditions.

“There are certain tests by which the American people
must determine the validity of a tariff policy the com-
mercial policy which their government offers them.
The American people must demand that the leaders of
American policy be not swayed by political pressure;
that they be not misled by the partial testimony of biased
persons. They must be able to expect that no effort
has been spared in the search for an accurate solution
of the entire problem. They must be able to believe
that the policy as it stands is a policy written in the
interest of the whole people. The trade-agreements
program has that ideal; it is being carried out in that
spirit.

“Certain irresponsible interests in this country have
persisted in portraying the reciprocal trade-agreements
program as a process in which a few light-hearted govern-
ment officials sit down with representatives of foreign
governments and proceed to hand over American busi-
ness to the foreigner, thus throwing American laborers
out of work and destroying American investments.
These statements, these implications, these innuendoes,
are flagrant untruths. I want to make it perfectly clear
that the chief objectives of the reciprocal trade-agree-
ments program are to create employment, to protect the
interests of American industry and agriculture, to increase
rather than decrease the worker’s wage and standard of
living. And you may rest assured that no proposed trade
agreement ever reaches anywhere near adoption unless
the best-qualified experts of the Tariff Commission, the
Department of Commerce, the Department of Agricul-
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ture, the Treasury, and the Department of State, after
months of detailed study, are in substantial agreement
that those objectives of greater employment and greater
return for labor, industry, agriculture and commerce
will be attained.

“But there is a larger and a deeper reason for this at-
tempt to liberalize the world’s trade than even the material
advantages which may reasonably be expected to follow.
This larger reason lies in the contribution of widening
trade and widening human relations to a better under-
standing of one another among the peoples of the world.
After all, this is fundamental. I remember the morning
nearly a half century ago when our class was gradu-
ated from Harvard College. We had been invited to
breakfast at the home of the President, Charles William
Eliot. The breakfast did not amount to much. That
was not his long suit. But the words that he spoke to
us have always seemed to me, as I have reflected on them
in the years that followed, of the bread of the eternal
life. He said that from that day forth our paths would
fall in countless directions. We would be in different
political parties and in different religious bodies and of
different vocations, interests, even hobbies; but in one
thing we could remain united, and that was in our pur-
pose to belong to the liberal and progressive elements of
each and all of those groups in which we found ourselves
and through them and in them to exert our influence for
a better world order, a better understanding of the na-
tions to one another, and so strive for the ultimate triumph
of those ideals which we believed basic to liberality and
progress. My belief is that the trade-bargaining plan
upon which the administration is now at work is in line
with this great and inspiring mandate.”

The United States is facing several handicaps which
prevent the working out of an economic self-sufficiency
program. Labor laws of States are not uniform. Sec-
tional antagonism and rivalries exist. Capital in industry
represents cold business for profit in most instances. It
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does not become a part of the community life in which it
operates. On short notice we learn of industries moving
from one State to another, thereby throwing thousands of
our people out of work, principally because labor can be
procured more reasonably in another State.

Capital has gone so far as to remove its factories to
foreign soil, there to produce goods for American con-
sumption, a condition under which American labor and
industry cannot compete. There are now over 2,000
American plants operating on foreign soil, employing
foreign workmen and estimated to represent an invest-
ment of $8,000,000,000. Economic patriotism cannot
become a realization until this American capital and
opportunity for employment are transplanted back to
America.

The study of this Division does not indicate that the
United States is ready to adopt a policy of economic
self-sufficiency. Ordinarily, 10 per cent of our goods are
exported, and in return we receive goods from other
countries which could not be produced here and which
have no effect on American labor.

Since 1914 the flow of goods in and out of America has
been influenced more by the World War and its results
than by any other one factor. The average yearly ex-
ports of the United States during the period from 1911
to 1913 amounted to $2,353,000,000 and were more or
less equally divided between agricultural and industrial
products. They went to pay for the $1,714,000,000 worth
of goods which were being imported yearly during the
same period, and to pay for the interest and principal
of the debts which the United States owed to foreign
countries. At that time • foreign loans to the United
States were much greater than American loans abroad:
the United States owed about $2,500,000,000 to other
nations.

As soon as the war began, purchases for military needs
commenced to be made here by European countries. At
first, these were paid for by wiping out American indebted-
ness to the countries concerned, but later by United
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States loans to those countries. The result was that the
United States, which had entered the war a debtor nation
owing 2Y2 billion dollars net, emerged a creditor nation
owed billion dollars net by the very nations to which
she had formerly been in debt.

The financial change represented by these figures was
paralleled by an economic change no less significant.
Europe did not come to the United States to get money;
she came to get goods. The loans merely supplied the
medium of exchange which made the transfer of goods
possible.

First in order to fill European war orders, and then in
order to fill American war orders after the United States
entered the war, the American economic system was
fundamentally changed.

In the five years after 1914, forty million acres of
American grass and woodland were brought under the
plow to raise additional cereals, meat and cotton for the
new market “Somewhere in France.”

During that same period the number of American
manufacturing establishments jumped from 177,110 to
214,383, and the number of American wage earners in
manufacturing establishments rose from 6,896,190 to
9,000,059.

In 1914, gross income from farm production was
§7,028,000,000; in 1919, it was $16,953,000,000.

In 1914, the value of the products of manufacturing
establishments was $23,987,860,617; in 1919, it was
$62,041,795,316.

In 1914, wages for the year were $4,067,718,740; in
1919, they were $10,461,786,869.

A large part of the goods produced by this greatly
expanded economic system went to other countries.
This is shown by the following figures: in 1913-14 America
exported $1,113,974,000 of agricultural goods and $1,215,-
710.000 of manufactured goods, while in 1919-20, America
exported $3,861,511,000 of agricultural goods and $4,087,-
798.000 of manufactured goods. These exported goods
were used in large part to carry on the war. Similarly,
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of the new goods that were not sold abroad a consider-
able portion went to meet the domestic requirements of
the American war machine.

The signing of the Armistice converted the market that
had been “Somewhere in France” into an economic “No
Man’s Land.” Economic machines all over the world,
and among them the American machine that for five
years had been geared to war purposes, were faced with
the necessity for wholesale reorganization. Owing to
the nature of modern war, the problem at the end of the
war was not one of beating swords into ploughshares,
for the ploughshares had multiplied along with the swords.
A very considerable part of the new American economic
machine was just as unrelated to the requirements of
peace as the military machine which it had been created
to support.

This situation was reflected in the depression of 1921.
In the year 1921-22, America exported only $1,915,-
866,000 of agricultural goods and $1,784,043,000 of manu-
factured goods.

In 1921 gross income from farm production dropped
to $8,927,000,000.

The value of the products of manufacturing establish-
ments shrank during the same year to $43,653,282,833,
and the number of wage earners in those establishments
fell to 6,946,570, and their wages to $8,202,324,339.

The European military market was gone. So was a
considerable part of the European civil market. The
civil market had shrunk for the following reasons:

1. For European nations, the war lasted almost five
years and became a war in which each side attempted
to wear the other out; at its close national purchasing
power was at a very low ebb.

2. The 40,000,000 acres of European agricultural land
which had gone out of production during the war years,
and had been replaced by an equal amount of new ground
in America, were again feeling the plow.

3. The experience of the war blockades had impressed
upon civil and military groups alike the dangers of rely-
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ing upon imports for essential needs, and hence economic
self-sufficiency as an ideal made a strong appeal.

All these circumstances affected the peace-time market
for American goods. There was also another factor:

4. The war supplies which the Allies had bought in
America with the purchasing power afforded by American
loans had to be paid for. If Europe was to continue to
buy American goods, she must sell enough of her own
commodities to pay both for them and for the commodities
she had bought with the proceeds of American loans
during the war. That meant increasing European ex-
ports to America. Instead of making easier this inward
movement of goods, the Congress of the United States
raised the American tariff on imports by the Fordney-
McCumber Act of 1922.

Had the logic of this situation been allowed to work
itself out, recovery from the first post-war depression
would have been a slow and painful matter. But the
day of reckoning was postponed.

An easy means of continuing American exports to
Europe, in spite of Europe’s debtor position and in spite
of the existing (and newly increased) restrictions on the
entry of European goods into America, was to loan Europe
the money with which to make further purchases. It
was equally clear that such loans could not fail to increase
still more the quantity of goods which America must be
willing some day to receive from Europe if the new debts,
as well as the old, were to be paid, but the future was
left to take care of itself.

Between 1919 and 1928, investments of private Ameri-
can interests in foreign properties and securities rose
from approximately 5% billion dollars to billion
dollars. These new investments became billion
dollars of purchasing power in markets in which American
goods were sold abroad.

It is unnecessary to repeat at length the story of the
American industrial boom of the 1920’5. The expansion
of old industries was paralleled by the rise of new indus-
tries such as those of the radio and the automobile. An
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intensive mechanization of industry, comparable to the
mechanization of agriculture during the war, raised the
average output per wage earner by over 50 per cent
between 1919 and 1929.

In 1929 the number of manufacturing establishments
was 210,959, and the value of their products $70,434,-
863,443. The number of wage earners they employed
was 8,838,743 and their wages for the year were $11,620,-
973,254, over a billion dollars a year more than at the
height of the war.

American exports in that year were valued at $5,241,-
000,000.

One fact about these export figures held a warning of
what lay ahead, and should not be overlooked. Out
of that $5,241,000,000 only $1,800,000,000 represented
exports of agricultural products. Resumption of domes-
tic production of foodstuffs by Europe and enormously
increased world competition from new lands in Canada,
Australia and the Argentine which, like the American
40,000,000 acres, had come into cultivation during the
war, left the agricultural export situation where it had
been in 1921.

The American farmers’ share in the prosperity of the
American 1920’5, in so far as it existed, was a secondary
one, dependent on the fact that American wage earners
during those years were prosperous, and passed on to
the farmers, by means of increased purchases of foods and
fabrics, a portion of their increased incomes. But while
demand in the farmers’ domestic market was good, their
foreign market was disappearing, and since they were
producing enough goods for both markets, unsold sur-
pluses of agricultural products caused a steady decline
in farm prices.

But loans to Europe, which were the keys to American
industrial prosperity in the 1920’5, could not go on for-
ever. With 1929, American loans to Europe ceased.

At the same time, the American Congress began dis-
cussions that led, a year and a half later, to the passage
of the Hawley-Smoot Tariff Act, which raised the rates
on all kinds of dutiable imports into the United States.
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Then we had 1930 and 1931 and 1932.
In 1931, the number of manufacturing establishments

shrank to 175,325, employing 6,523,026 workers and
carrying a pay roll of $7,185,971,263. By the end of
1932, factory output had been cut down to approximately
50 per cent of the 1929 output.

Total farm income for the year 1932 was $5,143,000,000
or less than half wThat it had averaged between 1923 and
1929.

America’s 1932 exports were worth $1,611,000,000, a
hundred million dollars less than in 1909-10.

At the close of the first quarter of 1933, according to
estimates of the American Federation of Labor, 13,689,000
workers, or about one in every three, were unemployed.
Factory employment had declined 44 per cent from the
1929 figure, and pay rolls had declined more than 66 per
cent.

It was clear that consideration of fundamental ques-
tions concerning America’s economic structure could no
longer be put off.

The bank moratorium which greeted the incoming
national Administration in March, 1933, expressed the
deadlock which both the domestic market and the foreign
had reached. The domestic market was dealt with first
under the Roosevelt program, and, in the course of 1933,
very considerable progress toward the restoration of
purchasing power was made. But the two markets can-
not for long be considered separately.

It is plain that if the American domestic market is in
the future to be the only market for American goods,
American productive capacity will have to be permanently
reduced to conform to the capacity of that market.

Undeniably, this would be a costly process; the con-
traction which followed the shrinkage of markets during
the depression has proved it beyond a doubt. In the
America of 1934, any serious argument for self-sufficiency
must subtract from its statement of the value of isolation
the costs of scaling down an economic set-up established
on the assumption that it was to supply goods for inter-
national trade as well as for domestic use.
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Yet it is equally clear that a foreign market founded
on as unsound a basis as the American foreign market
of the 1920’s is costly in the long run, however much
momentary prosperity it may produce.

To be sound, a foreign market as indeed any market
must be built on the basis of trade, on the basis,

that is to say, of the exchange of goods for goods.
If America is to be paid the debts which she says she

intends to collect, she must allow her debtors to sell her
the goods with which to pay them. Thus would be
completed the long-deferred exchange for the goods
which America sold Europe, both as a result of the war-
time loans of 1914-19 and the peace-time loans of the
1920’5.

If, in the future, America is to sell abroad the goods
which her economic structure is geared to produce, she
must be ready to receive not only the imports necessary to
pay the European debts, but imports of the same value
as the new goods she desires to send out.

If America is to receive new imports in any consider-
able amount, she must reorganize the tariff system which
at present limits the entrance of all but about two hundred
kinds of goods into the United States.

Decisions as to the most desirable amount of goods
to be produced in America cannot, under present cir-
cumstances, be long postponed. It is of immediate
importance, therefore, that we ascertain whether or not
a sound foreign market, established on the basis of re-
ciprocal trade, can in the future be made available to
American producers. The domestic phase of that in-
vestigation concerns the tariff.

The ready backing given by the official American labor
movement to manufacturers desiring high tariffs needs
to be examined in relation to the following facts:

The popular emphasis placed on differences between
wage rates in the United States and those in other coun-
tries does not make clear the existence of differences in
efficiency between the various plants which together
form a given industry in America. When tariffs are in
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the making, the firms in whose name protection is de-
manded are the least efficient in the industry. Rates
high enough to enable them to do business add to the
profits of the better-organized American manufacturers.
Where efficiency differences are considerable, therefore,
the more efficient corporations have often found it worth
their while to keep their less efficient competitors in
business for the sake of the service they render as lobbyists.
In such cases, labor’s support of the high-wage tariff argu-
ment has meant a substantial contribution to the profits
of those firms in certain industries which are most able
to stand competition from foreign products.

The table below shows the five countries from which
the United States takes the largest numbers of imports:

Average Imports into the United States, 1925-29.
Million Dollars.

Canada 488.6
Japan 400.7
United Kingdom . . 366.4
Brazil 217.7
Germany 208.0

The Japanese and Brazilian figures represent the two
great imports which vie with each other from year to
year for first place on the free list, silk and coffee.
The figures for the other three countries reflect a much
greater variety of commodities, and commodities produced
under conditions much more like those obtaining in the
United States.

These latter countries, moreover, are the countries
which are most important to our export trade, as shown
bykthis table:

Average Exports from the United States, 1925-29.
Million Dollars

United Kingdom 908.4
Canada 827.5
Germany 438.8
Japan 259.1
France 255.9
Italy 162.1
Brazil 96.1



SENATE No. 440. [Jan.32

I

The census of 1929 showed nearly 50,000,000 persons
“gainfully employed” in industry and agriculture.
Thirty-five million of these employees received no pro-
tection from the tariffs. Approximately one tenth of
the total annual American output is normally sold abroad.
Some American products are almost wholly used up at
home; others are exported in percentages far larger
than the average just quoted; for example, just before
the depression we were exporting

40 per cent of our typewriters
25 per cent of our sewing machines.
25 per cent of our agricultural machinery
21 per cent of our locomotives.
14 per cent of our passenger automobile

These five industries alone employed over half a million
workers with a pay roll of some $850,000,000. If produc-
tion were scaled down to purely domestic requirements,
the indicated proportions of plant, output and personnel
would be rendered permanently unnecessary.

Yet, unless the goods of the countries that have been
buying these products can enter the United States to
pay for them, a foreign market for American machinery
obviously cannot exist.

The erection of tariff walls around America has nat-
urally led to the erection of similar walls around the
markets of America’s customers, to the detriment of the
producers of America’s export commodities.

The Hawley-Smoot Tariff.
Formally and officially, thirty-three foreign nations

protested the Hawley-Smoot Tariff. Its passage over
their protest produced important changes in world eco-
nomic structure. The disturbance of prevailing courses of
trade which its restrictions on imports into America
brought about considerably deepened the world depres-
sion.

This disturbance affected the course of American trade
in two ways, as the efforts of each exporting nation to
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balance its international trade budget under the new
conditions took one or other of these forms: either (1)
these nations restricted their imports from America in
proportion as their exports to America had been restricted;
or (2) they sought the goods which they had formerly
imported from America in countries which would permit
them to export their own goods in return.

The tariffs, quotas, embargoes and other barriers to
American goods which multiplied all over the world in
the years following 1929 produced two results, equally
harmful to the American worker:

1. Lost Sales. The first effect of these tariffs, quotas
and embargoes was to stop American exports, thus re-
ducing to idleness part of the American productive capac-
ity, and entailing wage cuts or short time or unemploy-
ment for the workers. The drop in the index of the
quantity of American exports from 132 to 69 between
1929 and 1932 shows the extent to which the American
productive plant fell from full capacity operation. The
drop from 115 to 35 in the index of the value of American
exports during the same period tells part of the story
behind the repeated wage cuts of these years.

2. Branch Plants Abroad. Not all the companies
which had been supplying the foreign market with Ameri-
can exports shut down with the appearance of these
artificial restrictions on trade. Many of them changed
the location of their plants. The branch plant movement
of the last ten years is a direct outgrowth of the existing
tariff system, and is of the greatest importance to workers.

Tariffs which cut off the current source of supply of a
given article do not necessarily destroy the demand for
it. Aware of this, American firms that were faced with
the loss of substantial foreign markets investigated the
possibilities of making their products inside the newly
erected tariff walls. They closed down the portions of
their American plants which the new legislation had made
useless and built one or more new plants abroad.

The most striking example of this process is the recent
movement of American industry to Canada.
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The Canadian general election of July, 1930, had one
main issue, namely, what steps Canada should take to
get even with the United States and at the same time
make up for the losses she suffered as a result of the
passage of the Hawley-Smoot Tariff Act six weeks before.
Mr. Bennett, leader of the Conservative Party, gave
“the Canadian public a definite and unqualified under-
standing that, should he be at the head of the new admin-
istration, he would enact, at the session of Parliament
following the election, fiscal legislation to insure the
production in Canada of a large part of the $900,000,000
of goods now imported from the United States annually.”
He was swept into office by a large majority, and by the
end of September, 1930, our second ranking customer
had the highest protection in its history, with rates
covering practically all the principal imports from the
United States. This was the mood, moreover, in which
Canada went to the Imperial Conference in London that
October and played host to the nations of the British
Empire at the Ottawa Conference in 1932, following
which Great Britain, our first ranking customer, formally
abandoned free trade in favor of Imperial Preference.

The effectiveness of this action is indicated by the fact
that American exports to Canada dropped from 961.5
million dollars in 1929 to 670.7 million dollars in 1930,
and 403.7 million dollars in 1931.

Those figures show the loss of markets for American
goods. But in the long run, the figures on the shift of
American productive plants across the border during
the same period are even more significant. On January
1, 1930, there were 1,199 foreign firms manufacturing
in Canada, of which 68 per cent, with a capitalization
of $1,239,000,000 were American. In the ten months
following August, 1930, these firms were joined by 74
others of American origin. A similar though less exten-
sive movement was made at the same time to other foreign
countries where tariffs reduced the entry of goods made
in America.

What do such movements mean to American workers?
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They mean that American exports are reduced to exports
of American blueprints and American technical skill.
They mean that work formerly available in the United
States (and not only the work of operating the factories
but the work of building and maintaining them) ceases to
be available here and becomes available elsewhere. They
mean that the overhead costs on that part of the American
plant which has become idle have to be borne by the part
which supplies the home market, with a tendency toward
higher prices or lower wages. They mean that world
productive capacity for making certain products, by
duplication of plants, is permanently expanded beyond
world needs. And they mean that branch plant pay
rolls are received abroad, with only profits and interest
returning to America. This last situation upsets the
balance between that part of the yield of a product which
goes to labor as wages, to be spent largely on consumers’
goods, and that part which goes to capital as interest
and profits, to be spent largely on investment goods.
When only the profits and interest from branch plants
abroad return to the American economy, consumers’ ex-
penditures in America are reduced by the amount of the
transplanted pay rolls. Yet the American economic
enterprises in which investments are made depend on what
the consumers pay for the work which keeps them going.

The branch plant movement is an outgrowth of tariffs.
So far, we have been considering the effect of tariffs

upon American workers as producers. The picture is
incomplete unless we consider, also, the effect on them
as consumers. No one denies that tariff rates raise
prices on the goods taxed; that is what tariffs are for.

Who pays that part of the price of many American
articles which represents the difference between their
price in a free market and that price plus the duty added
by the tariff? American workers and American farmers
together form the great bulk of American consumers.
The tariff, of which he may have been receiving part in
the form of wages, has been paid for by himself, by the
other six workers, and by their neighbors on American
farms.
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What Foreign Trade Means to the American
Standard of Living.

The loss of foreign markets means a loss of national
income and a corresponding decline in standards of living,

The proponents of national self-sufficiency deny this
statement. They admit that workers who, up to now,
have made goods for the export trade, would lose their
jobs under a system of self-sufficiency; but, on the other
hand, they point out that new jobs would open up as we
developed industries to produce the things we used to
buy from abroad, since our imports as well as our exports
would be eliminated.

Within limits, this is doubtless true. But considera-
tion must also be given to the size of the market that
would exist for the goods we now import if they were
produced under American conditions.

The possibility of regaining purchasing power by the
substitution of new industries to which we are not ac-
customed for existing industries making goods for export
would seem highly debatable.

On the other hand, there is no doubt about the effect
of the loss of purchasing power of industries dependent
on the export markets which, during the last few years,
have, at least temporarily, ceased to exist.

The cycle of depression and recovery expressed in the
relationship between the purchasing power of America’s
factory workers and America’s farmers in the course of the
last few years illustrates very clearly the way in which a
loss of foreign markets affects, in the form of lost pur-
chasing power, the entire economic system of a country,
and how a return of that purchasing power causes a cor-
respondingly general pick-up. It also gives a clue to
the extent to which it will be necessary to alter our eco-
nomic system in the event that we decide not to try to
recapture our former foreign trade, or in the event that
we are unable to do so.

Almost all of the 40,000,000 acres of ploughland which
the American farmer brought into cultivation during the
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war continued in cultivation until 1933. The markets
for the produce of that land disappeared, some in 1919
with the Armistice, some in the years following 1925 as
European countries successively subsidized the domestic
production of wheat. Surpluses of commodities which
had formerly been sold abroad accumulated in the domes-
tic market and forced prices down. The relation between
the number of bushels of wheat which a farmer had to
sell in order to buy the city-made goods he needed, such
as shoes, implements or furniture, grew increasingly
unfavorable to him. Consequently he had to cut down
steadily on the quantities of those goods which he bought.

In 1926 the American farmer spent $2,867,000,000 on
farm machinery, fertilizers, building materials and the
like, which he needed to run his farm as a place of busi-
ness, and $4,478,000,000 on such items as food, clothing,
household equipment and education, which he needed
to run his farm as a home.

By 1932 he had been forced to cut his business ex-
penditures to $1,351,000,000 and his home expenditures
to $1,302,000,000.

The effect of these cuts was not confined to the farms.
Surpluses of bread in the country, due to the farmers’
loss of their foreign orders, were soon paralleled by bread
lines in the cities, due to the city workers’ loss of the
farmers’ orders.

The wheat farmer who lost his European market gave
up his intention to buy a new reaper; the farm machinery
factory which would otherwise have sold it to him closed
down part of its plant and put some of its workers on the
street. It might be observed parenthetically here that
farm machinery plants were doubly hit. Before their
foreign orders were halted by tariffs and the depression,
they exported a quarter of their production directly.
They lost their domestic sales, which had depended to a
considerable extent on the income the American farmer
received from abroad, at the same time that they lost
this foreign market.

The workers who found themselves on the streets im-
mediately cut down on the amount they spent for food.
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As such workers increased the number of their meatless
days, a second wave of depression went back to the farm.
Indeed, it is a well-known fact that factory pay rolls
and farm income from live stock vary directly with one
another.

Again the farmer cut his purchases of city-made wares.
At the lowest point of the 1932-33 winter, it was esti-
mated that for every one of our QVa million farmers who
were penniless because of low prices due to surplus, there
was a city worker in the bread line whose loss of his job
was directly traceable to the farmer’s inability to pay.

This gloomy relation between foreign orders and farm
and city buying power was demonstrated in reversed
form following the government’s crop adjustment pro-
grams of 1933.

The first program of crop adjustment to get under
way was the cotton program. Voluntary contracts for
the reduction of acreage, to keep the crop within the limits
of domestic use and such foreign demands as the depres-
sion had left, provided a means of controlling the surplus
which had lowered cotton prices from cents in
1925-26 to 6% cents in 1931-32. By the time the market-
ing season of 1933 came around the government’s mone-
tary policy had cheapened the dollar in relation to
gold, with the result that the cotton grower’s foreign
sales brought him many more dollars than he had re-
ceived under the former exchange rate. The income of
cotton growers rose from $483,912,000 in 1932 to $845,-
405,000 in 1933.

The share of the city in this change is indicated by the
following figures;

Department store sales in the southern districts of the
Federal Reserve System showed an increase of 16 to 18
per cent during the last quarter of 1933, as compared with
the last quarter of 1932, whereas for the country as a
whole they showed only a 5 per cent rise.

During the first five months of 1933 one of the great
mail order houses of the country, which numbers many
farmers among its customers, suffered a loss of over
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$3,000,000; during the same period in 1934 the loss was
turned into a profit some $700,000 larger than the former
deficit had been.

During the first six months of 1934 commercial failures
dropped 42 per cent in the cities, but in the rural areas
of the country they dropped 52 per cent, showing where
business was most rapidly improving. Between March,
1933, and March, 1934, rural sales rose 65 per cent.

All these increases are increases in sales of the products
of city workers. They represent the reappearance of
markets that had disappeared. They demonstrate be-
yond the least doubt the dependence upon each other
of the city and the country; of the industrial worker
and the farmer.

But these figures do not indicate that the situation that
caused the depression has been permanently remedied.

The devaluation of the dollar has caused American
exporters to receive more dollars than previously for
their goods at a given gold price. This, however, has
been recognized from the first as only a temporary relief
measure. At best it merely serves to tide over American
producers until fundamental decisions can be made re-
garding America’s economic system and its reorganization.

The adjustment programs of the Department of Agri-
culture limited the production of the crops we formerly
exported in proportion as our export markets had been
limited. They represented emergency reductions to
meet an emergency situation. The programs are being
financed by processing taxes on the commodities con-
cerned. These taxes are in many respects similar to
tariffs. Both tariffs and processing taxes represent
payments made to the producers of certain commodities
over and above the market price which they would other-
wise get. The tariffs represent payments by the Ameri-
can consumer to the American manufacturer sufficient
to keep foreign goods out of the American market. The
processing taxes represent payments by the American
consumer to the American farmer sufficient to take out
of cultivation the acres whose produce foreign tariffs
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are keeping out of foreign markets. Both raise prices
to the consumer. If the tariffs were not so high, the
processing taxes would not be so necessary.

In the near future this system of subsidies and com-
pensating payments will have to be replaced by clear-
eyed consideration of America’s national and inter-
national position, and by fundamental adjustment of
America’s economic system to meet the trade situation
as it is.

Why America Must Choose a Definite Trade and
Tariff Policy.

During the nineteenth century, and up through the
prosperity period of the 1920’5, understanding of the
national balance of trade was limited in the main to
economists. American exporters were busy looking for
markets overseas, while American importers sought
articles which they could sell at an attractive price in
the United States. That the imports paid for the ex-
ports, and vice versa, was only vaguely realized. In
the laissez-faire economic world it was thought that
three-cornered trade, or even four or five cornered trade,
might play so important a part in the world total that
the balance of trade between two countries would be
righted by their mutual relations with a third. Various
departments of the government, as, for instance, the
Department of Commerce in the 1920’5, worked actively
to stimulate the development of overseas markets. But
the long-time relation of those markets to the American
market was not considered.

The making of the American tariff was even more
haphazard. The rates which Congress finally grouped
in an omnibus bill were based upon the claims of hundreds
of business interests, each speaking for itself. The
larger businesses maintained, and still maintain, per-
manent lobbies in Washington to make their points of
view felt. Labor was similarly represented.

In the post-depression world, such attitudes toward
foreign trade, and such means of regulating it, are ob-
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viously inadequate. That is why President Roosevelt
proposed, and Congress passed, the Reciprocal Tariff
Act of June, 1934. The act represents a changed Ameri-
can approach to foreign commerce.

The Reciprocal Tariff Act prepares the way for con-
sideration of American foreign trade in relation to Ameri-
can economy as a whole rather than, as heretofore, in
relation to the special interests whose unrelated points
of view have been most loudly proclaimed.

The use of the word “Reciprocal” in the title of the
act is the most significant thing about it. It indicates
the acceptance, by Congress and the country at large,
of the fact that in the future international trade must
necessarily be two-way trade. It must be an exchange,
that is to say, of imports for exports. It indicates the
end of the old, indefinite promotion of exports without
regard either to the method by which the importing
nations were to pay for them, or to the kinds of goods,
supposing payment to be possible, in which payment
was to be made.

The act looks forward to trade negotiations in which
the trade interests, both import and export, of the United
States and of the various foreign countries involved
shall be considered in relation to one another with a view
to profitable exchange of products.

The existing height and inclusiveness of tariff systems
all over the world is, however, such that negotiations
leading to increased international trade must obviously
include tariff revision if they are to yield results that
count.

In passing the Reciprocal Tariff Act, Congress recog-
nized that the method by which American tariffs have
been made in the past is not suitable in connection with
reciprocal negotiations. Some weeks prior to the passage
of the act, the Honorable Henry L. Stimson, Secretary
of State in the last Administration, pointed out the dis-
advantages of the old way;

Our government today is at an almost hopeless disadvantage in its
efforts to restore that measure of foreign trade which we must have if
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executives, and their executives can act with much greater prompt-
ness in an emergency than can be done by our Congress or even our
Tariff Commission under our present laws.

In every parliamentary government, for example, the executive, in
the shape of the Prime Minister and his cabinet, frames the tariff with
a view to the national requirements, and its ratification by the parlia-
ment usually follows much as a matter of course. This is true even in
ordinary tariff legislation by such governments. But during the present
emergency their executives have been given much greater power in
many cases, particularly in respect to quotas and other new forms of
restricting imports.

The Reciprocal Tariff Act puts the powers of the
American executive on a par with those of the responsible
authorities in other countries by permitting the President,
in his reciprocal negotiations, to revise American tariff
schedules by as much as 50 per cent of existing rates.

The giving of these powers to the President not only
provides a means of ready and flexible action on highly
technical questions, something the American govern-
ment has never before had at its disposal; it insures that
the national interest, rather than the interests of special
groups, shall be of first importance, since the duty of
the Chief Executive, more than that of any other arm
of the government, is to act in behalf of the welfare of
the American people as a whole.

The new governmental organs which have been estab-
lished to aid the President in canvassing new possibilities
of foreign trade indicate the wide range of experience
and interest which is being drawn upon in the molding
of our future commercial policy. At the end of 1933
the post of Special Adviser to the President on Foreign
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Trade was created, with George N. Peek, former Ad-
ministrator of the Agricultural Adjustment Act, as its
first occupant. With the same end in view, an inter-
departmental group called the Executive Committee on
Commercial Policy was formed to help determine the
broad outlines of the policy to be pursued.

Immediate responsibility for action along the lines of
the policy thus laid down rests with the Interdepart-
mental Committee on Foreign Trade Agreements, on
which are representatives of the Departments of State,
Treasury, Agriculture and Commerce, the Tariff Com-
mission and the N. R. A., as well as the Special Adviser
to the President on Foreign Trade. A Hearings Com-
mittee is likewise provided to hear parties interested in
any of the foreign trade agreements which the com-
mittee may project.

In determining what general policy is most desirable
as a foundation for our efforts to re-enter foreign markets,
two factors must be weighed against each other. One
is the loss which is piling up day by day because America’s
productive machine is running at only part of its capacity.
This loss can be measured in dollars and cents by the
taxation necessary to maintain our present payments to
unemployed workers and to farmers for whose goods
there is now no market. The other is the loss which
would result should we suddenly take into our domestic
market enough goods to let the produce of our present
unemployed men and acres go out.

Stated in terms of most immediate interest to workers,
the problem is this:

A considerable number of the workers who were for-
merly engaged in making goods for export are now un-
employed because the manufacturers for whom they
used to work have lost their foreign markets. An addi-
tional number are unemployed because of the smaller
amount of money spent on city-made goods by farmers
whose exports have been curtailed. If foreign markets
were restored, both these groups of workers would get
back their jobs.
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On the other hand, if enough foreign goods were re-
ceived into the United States to pay for the goods which
our re-employed acres and our re-employed export workers
would then turn out, without allowing time for suitable
readjustments in the domestic market, the one-seventh
of America’s workers whose industries would be upset
by a sudden loss of tariff protection would feel the same
kind of pinch that the export workers are now feeling.
For if we exported as much as we could we should have
to take in $500,000,000 more of imports annually than
we are now receiving.

Mr. Samuel G. Blythe, writing in his article appearing
in the “Saturday Evening Post” of December 3, 1932,
sets forth the need for economic patriotism with the
following appeal. It must be borne in mind that since
the writing of this article the Reciprocal Tariff Act has
become law and negotiations have been completed with
several countries heretofore named. However, what
he has to say is pertinent, and still applies to imports
from Czecho-Slovakia and Japan.

We operate in theoretical unity, but, in reality, environmentally
and geographically, every four years in our presidential elections,
and, as at present, we all feel the depression in the same way. How-
ever, a riot in Boston has no special significance in San Francisco, save
as an item of news, and anything that happens in Minneapolis means
nothing much in New Orleans. Whereas, what happens in Liverpool
is of direct and immediate interest in London, and when there is a dis-
turbance in Lyons it is instantly reflected in Paris. Compared to ours,
those countries are so small.

Thus, this lack of a spirit of national unity can be extenuated.
Geography has more to do with it than anything else, geography
and our mixed population. But now a situation has arisen, a condition
confronts us wherein every resident of the United States, every Ameri-
can, whether he is a descendant of the Pilgrim Fathers or an immigrant
from Finland, whether he. is of New Amsterdam ancestry or recently
arrived from Southern Europe, whether he is a colonial Marylander or
Virginian, or of German or Scandinavian, or of recent Italian descent,
• now a crisis, national in scope, has arisen that should stir every real
American, every naturalized American, every pseudo-American, every
intending American, every immigrant American, provided that the
prosperity, progress and perpetuation of the United States is of conse-
quence to them, to determined and concerted action.
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“Buy American!
When England saw her trac ping, as it did, her exports decreas-

her markets flooded with cheaply
mnd sterling forced down because
standard, her credit impaired, her

ing, her unemployment mounting,
made foreign goods, her proud p(
England had to abandon the gold

Here is a chance for every; American to prove whether he is an
American, or remains a foreigner; whether he has the great commercial
and prosperity-bringing interests of this country at heart, or is merely
a theorist, a sophist, a malingerer in the busy currents of our national
life; whether he is a believer in foreign anti-Americanism, a detractor
of his own country, a Francophile, an Anglophile, a promoter of
theories rather than a facer of facts. Here is an opportunity for all
Americans to do something for America, for the United States.

The prosperity of this country depends on the business done in this
country. The business done in this country depends on the support of
American business, commercial and manufacturing institutions. If
our people buy what we make, every class of our citizenry profits, —-

the workers, the transporters, the distributors, the sellers, the finan-
ciers and the consumers, for our wage payments are billions and with-
out those billions we could not survive an hour. If we do not consume,
we cannot make. If we do not make, we cannot pay our potential
makers. If we do not pay our makers, we lapse into bankruptcy, for
the real prosperity and progress of this country rest on wages
salaries income.

All this is trite enough in a didactic or expository sense, but it leads
up to a present situation that is in no sense either didactic or academic,
and is pressing, vital and of vast consequence to the United States.
It lays the groundwork for a statement of a condition that confronts
the United States that is of immediate concern to every American,
and points a way for every American with any purchasing power to be
of great and instant service to his country. It seeks to enlist Americans
under banners that should be unfurled in every community, to enroll
all Americans under the patriotic injunction, promise and practice to

dominions and colonies seeking other markets than hers, her dole
mounting, England enlisted under the slogan “Buy British!”

England appealed to English unity, English tradition, English
patriotism. England took immediate steps to perfect reciprocal tariffs
with her dominions. England put every Englishman, every Austra-
lian, every New Zealander all the sons of Albion in her widespread
possessions under the patriotic obligation to rally to the trade and
prosperity defence of the mother country. “The homeland needs
you,” was the appeal sent out. “Buy British!”

All the Empire rallied. They perfected protective and defensive
tariffs. They consolidated the loosely tied Empire into a compact,
fighting, economic structure. The entire Empire put its gigantic
shoulder to the “Buy-British ” wheel. The results are already ap-
parent. England is coming through.
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There is an exhibit in the Senate Office Building at Washington of
some of the smaller items in this vast list of goods made by the cheap
labor of the countries that have debased their currencies. I saw it on
the day this was written, —in mid-October, - the day, incidentally,
that the hearings began before the United States Commissioner of
Customs on this very matter, hearings that are vital to every
American wage earner and wage payer, almost, in this country. There
have been many protests made by manufacturers who have been prac-
tically put out of business by these importations, and much discussion
of the matter. Finally, after a tremendous amount of harm has been
done, the matter has been taken up again.

The Senate Office Building is a large building, with much space in
it, but hardly enough to install an exhibit of steel and pig iron, say, or
lumber products, and so on. So this exhibit is composed of smaller
articles. It covers several long tables, and it is as miscellaneous in
character as the stock of the modern drug store. All sorts of goods are
there, in large array, from rubber boots and shoes to celluloid combs
and dolls, from rugs to pocket-knives, from gloves to rubber beach
balls.

All the articles in that large collection were made in a foreign coun-
try, and the cost of producing them, paying freight on them, paying
duty on them and introducing them into this country to compete with
American-made merchandise ranges far below the actual cost of pro-
ducing these articles in this country. Just making them, at our present
scale of wages and materials; not at a selling price in the market.

I give a short list of these articles, showing the cost of each article
landed in this country, all charges paid and ready to go into the mar-
ket, and the cost to the American manufacturers, with our scale of
wrages and our price of materials, both money quotations being in
American currencv;

There are rubber boots there, made in Japan, that cost, in American
money, to land in this country, all charges paid, just under 34 cents a
pair, and that cannot be made in this country for less than 95 cents a
pair. There are rubber boots from Czecho-Slovakia that cost the
Czechs 51.16 to lay dowm in this country that cannot be made here at
less than 51.48 a pair. And plenty of other rubber boots, shoes, over-
shoes, and so on, that carry out these ranges. There are rubber toys,
beach balls, swimming rings and other beach paraphernalia with the
same discrepancies a swimming float, for instance, that costs 17
cents to get into this country from Japan and costs us $2.46 to make.
Rubber dollsthat Japan sends here for $4.26 a gross and cost Americans
to make $7.84 a gross; celluloid toys that Japan sends over for $20.14
a gross and cost $33 a gross to make here; celluloid combs that Japan
offers here for $11.06 a gross and cost us to make $25.86 a gross. Such
things by the hundred.

Japan lands here cotton hit-or-miss rugs at 6 cents each, and we
cannot make one of these rugs, with our wages, at a less cost than 29
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cents. Japan sends grass rugs, 9by 12 in size, landed here all charges
paid, for 92 cents each, and they cost our manufacturers $B.BB each
to make. They can land vacuum jugs here for 56 cents each, and the
cheapest we can make them is 79 cents each. The difference in the

the difference between $9.67 andprice of toothbrushes by the gross i;
$l5.

4ectrio4ight bulbs and flashlights
country in 1932, at a price with

They are stuffing the market with
of various sorts. Japan sold in this
which no American manufacturer could compete, 54,500,000 electric
light lamps and bulbs of various sorts. The Foreign Exchange and
Trade Institute is authority for the statement that the principal minia-
ture electric light manufacturing company in this country, employing
nearly 2,000 people, has recently closed because of this ruinous com-
petition due to the disparity in exchange and the low wages and prices
of materials possible in Japan, with the Japanese yen worth half of
the 50 cents it was worth before Japan debased her currency.

Below Manufacturers’ Cost
England sends us men’s leather gloves laid down here for $24.89 a

dozen pairs that cost us $26 a dozen pairs merely to make, and knives
and forks at $4.81 for a set of six that cost our manufacturers $7.42
merely to produce. And so it goes, all through the long list of goods
on those tables in the Senate Office Building crockery of all sorts,
canes, silk goods, cotton handkerchiefs, beads, buttons, cutlery, watch
glasses. The list is too long to itemize, but every item on those tables,
and hundreds more not exhibited there, can be, and are, laid down in
this country, with all charges paid, at prices in every instance below
the actual cost of making to the American manufacturer, and to the
consequent unemployment and drastic wage reductions of American
workers, to say nothing of the vast outpouring of American money for
these imports that should be kept at home.
I was sitting in the office of Captain Eble, the United States Com-

missioner of Customs, when a rag-rug manufacturer called him on the
long-distance telephone from a town in Pennsylvania to ask about the
new hearings. This man said he had been a rag-rug manufacturer,
with a factory employing about 200 hands, and had been forced to
close down because he could not make a rug for 29 cents in competition
with a rug that Japan lands in this country for 6 cents. Captain Eble
asked this man about the general status of the rag-rug industry in this
country, and he said it is practically out of business; that it formerly
employed 150,000 Americans, most of whom are now out of jobs.

American rag rugs are made from rags, washed and sterilized in
sanitary factories. Although the duty on these rugs is 75 per cent,
Japan lands them here at 6 cents each wholesale. Both these rugs are
the hit-or-miss variety, and while the American article is of better
quality, the imported rug has displaced it almost entirely in the mar-
kets of this country. And so with many other Japanese manufactures.
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The average wage of the Japanese male worker, before the country
went off the gold standard, was 2 yen, or $1 a day. Now it is 46 cents
a day. The average wage of the female worker was 1 yen, or 50 cents.
Now it is about 24 cents a day. This wage situation exists in every
production. The decline in the china-porcelain industry, for example,
is one third. However, Japanese workers have work. No flood of
cheap American goods has thrown them out of jobs.

Of course, these items, largely Japanese, are little things. The
Japanese are the greatest imitators and the feeblest originators in the
world. They have built a few ships, mostly on plans supplied by the
Clyde, and a bridge here and there, but their finest hotel was built by
an American, Frank Wright, and their finest building, the Mitsui
Bank, in Tokio, was built by another American, Jim Stewart.

A sewing machine or a bicycle is about their limit in constructive
effort, but, nevertheless, they do make, by the billions, the sort of stuff
that is above enumerated, and much more not set down, and they are
one of the greatest factors, by means of their depreciated currency,
their house laborand their puny wages, in the dislocationof our markets
on this class of goods and the consequent unemployment of a large
number of our own people. Given a sight at a beach ball, or a comb,
or a rubber doll, or a pair of rubber shoes or boots, or any of the other
hundreds of cheap things flooding the American market, the Japanese
can, and will, imitate, and at production prices lower than elsewhere
in the world, especially in the United States.

The United States Commissioner of Customs, speaking on the dis-
placement of American goods, said:

It is the displacement of American labor and American merchandise by
these low-priced importations that plays havoc with our economic situation.
It is this which is depriving many American men and women of their means
of livelihood. The vice-presidents of three of the largest rubber companies
in the United States told me that 26,000 employees in the rubber boot
and shoe industry are affected by the importations now flooding our mar-
kets from Japan and Czeoho-Slovakia, and that this industry is threatened
with annihilation. One of these concerns last year lost 15,000,000 on this
branch of their industry alone.

The American china, porcelain and earthenware industries are very
seriously affected. Thousands of their employees are working only half
time; and if these importations are permitted to come in at their present
prices, a representative of the pottery industry tells me, several factories
will be forced to close down in this country.

Let us consider lumber and its products. And fish. There is $86,-
000,000 invested in the wood-pulp mills of the northwestern United
States, and most of this large sum was invested in the past seven years,
and there is $50,000,000 invested in the Pacific coast fisheries. As
compiled from the industrial insurance rolls of that section of the coun-
try, there are now 122,000 men out of employment in the lumbering
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and fishery industries in the States of Oregon and Washington, to say
nothing of the very large number of men not employed in the lumber
and fishery industries in California.

The markets are flooded with pulp from Sweden, Norway and other
countries that have debased their currencies, putting their production
costs, including wages, at such low levels that American producers
cannot compete with them.

Our investment in fisheries is now in jeopardy because of the cheaper
product sent in by Japan, which can catch the fish and pack them,
owing to the depreciated yen and the consequent almost negligible
wage costs, and sell in the United States at a price with which the
packers of the United States cannot compete.

The list is long and disastrous. The merest detail of what has been
happening, and is happening, to the workingmen and manufacturers
of the United States has been given here. There are few industries
that have not been crippled by this flooding of cheaply produced foreign
merchandise, and few workingmen who have not felt the pinch of it
either in loss of jobs or curtailment of wages.

A survey recently issued by the United States Department of Labor
shows that the average wage for all American manufacturing estab-
lishments is 60 cents an hour, ■while the corresponding wage in France
is 12 cents an hour, in Italy 9 cents and in Japan7 cents an hour.

The average American worker is the highest paid in the world, but
he will not be long if this flooding of the country with cheaply produced
foreign merchandise continues; this flood of merchandise that, owing
to depreciated currencies, has almost eliminated our tariff protection.

A measure of relief is in the hands of Americans themselves. Until
the effective laws are made and the proper formula; decided on, the
American people can vastly improve the situation by taking a volun-
tary, an American, a highly patriotic stand. They can demand
American-made goods. There are plenty of them, most of which are
of far higher grade than this stuff shoved in here from the cheap-waged
countries of the world, from the countries where money is debased
and labor is paid wages that no American could live on.

We have been greatly excited, in the past, over the influx of cheap
foreign labor to this country, and have taken drastic legislative steps
to restrict that cheap foreign-labor immigration by establishing quotas
and otherwise holding it in strict control; but to what avail is all this
as a protection to American labor, if we do nothing to restrict the im-
portation of cheap-labor goods made in foreign countries? That is a
more direct and dangerous competition thanany influx of cheap foreign
labor because it strikes directly at the wages, the homes and the stand-
ards of living of those who are now Americans.

Help American industry, the American workingman, the American
merchant, by buying American goods. Are you an American? Then
buy American!
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Conclusions and Recommendations.
Notwithstanding the fact that the tariff has been one

of the controversial issues from the beginning of our
country, it is surprising to learn the general lack of knowl-
edge among the great mass of people concerning govern-
mental policies affecting their economic well-being and
security. Although of recent years enrollments in institu-
tions of higher learning have increased, the great majority
of young people terminate their education upon gradua-
tion from high school. The Division recommends:

That in order to properly enlighten future citizens
who are denied educational opportunities in colleges the
study of economics be made part of the curriculum in
high schools; and

That the Department of Education, Division of Uni-
versity Extension, offer opportunities for the study of
economics to adults in University Extension courses,
and that, if possible, this course take the form of an open
forum at wThich current problems affecting the general
welfare of our citizens may be discussed.

The Division’s study revealed that over 18,000,000,000
of American capital has been transplanted in the form
of factories to foreign countries. It recommends a
further study in this connection to determine the extent
of the output of these factories and the amount imported
to America. The Division feels very strongly that an
industry leaving this country for the purpose of escaping
American wage scales and the American standard of liv-
ing should be denied the opportunity of importing manu-
factured goods to America to be placed on sale in compe-
tition with the goods produced by factories located here.
If this cannot be accomplished by law upon the termina-
tion of such a study, the Division would publish statistics
and recommend a boycott that would have the effect
of the law on an enlightened public opinion. The indus-
tries most affected by foreign goods produced by “pauper”
labor are the textile, leather and fish industries.
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As the Division concludes this report, the Agricultural
Adjustment Administration has been adjudged illegal
by the Supreme Court of the United States. This deci-
sion will relieve some of the difficulties in the textile
industry, but will not afford our industries the oppor-
tunity of competing under present conditions with Japan,
which has flooded the market with cheap commodities.
Japan has also raised havoc with our Massachusetts
fish industry. Czecho-Slovakia has seriously handi-
capped our shoe industry.

The solution for this condition is the accomplishment
of reciprocal trade agreements. The authority granted
the President of the United States under this act serves
to no advantage unless such an agreement is accom-
plished. It is therefore hoped that a dead line might be
set by the Congress of the United States for countries
desiring to do business with America to negotiate such
an agreement. If an agreement is not negotiated or
completed at the termination of this dead line period, an
embargo on goods coming from that country should be
established.

The Division recommends a program of economic
patriotism, and, to this end, has proposed legislation
which accompanies this report calling for counties, cities
and towns to give preference to Massachusetts-produced
goods and American-made goods. The Division also
recommends the completion of Massachusetts statistics
concerning the sale of foreign-made goods and recom-
mends legislation, which accompanies this report, author-
izing the Commissioner of Corporations and Taxation
to secure certain information.

The study has revealed the necessity of a supervised
foreign trade. We feel that much can be accomplished
by trade bargaining. We feel that the people of Massa-
chusetts will co-operate to the fullest extent in sponsoring
a program of economic patriotism as soon as information
is available upon which they may act intelligently and
wisely.
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In the Year One Thousand Nine Hundred and Thirty-Six.

An Act providing a Preference for Domestic Products
in Purchases by or on Behalf of Counties, Cities
and Towns.

1 Section 1. Chapter thirty-four of the General
2 Laws is hereby amended by inserting after section
3 seventeen, as amended by chapter seventy-four of
4 the acts of nineteen hundred and thirty-two, the
5 following new section:
6 Section 17A. In the purchase of supplies and
7 materials by or on behalf of a county, a preference,
8 other considerations being equal, shall be given in
9 favor, first, of supplies and materials manufactured

10 and sold within the commonwealth; and second, of
11 supplies and materials manufactured and sold else-
-12 where within the United States. In the execution
13 of any contract to which a county is a party for the
14 construction, reconstruction or repair of any public
15 work, the contractor shall give a like preference, and
16 the notice inviting bids therefor and the contract
17 shall contain stipulations to such effect. Any county

Be it enacted by the Senate and House of Repre-
sentatives in General Court assembled, and by the
authority of the same, as follows:

PROPOSED LEGISLATION.
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18 officer or agent making such a purchase or entering
19 into such a contract in violation of any provision
20 of this section shall be punished by a fine not exceed-
-21 ing one thousand dollars; and such a contract in
22 which such a stipulation is not included shall be
23 voidable by the county commissioners.

1 Section 2. Chapter forty of the General Laws
2 is hereby amended by inserting after section four, as
3 most recently amended by section six of chapter two
4 hundred and seventy-one of the acts of nineteen
5 hundred and thirty-two, the following new section:
6 Section 4A. In the purchase of supplies and
7 materials by or on behalf of a city or town, a prefer-
-8 ence, other considerations being equal, shall be given
9 in favor, first, of supplies and materials manufactured

10 or sold within the commonwealth; and second, of
11 supplies and materials manufactured and sold else-

-12 where within the United States. In the execution
13 of any contract to which a city or town is a party
14 for the construction, reconstruction or repair of any
15 public work, the contractor shall give a like prefer-
-16 ence, and the notice inviting bids therefor and the
17 contract shall contain stipulations to such effect.
18 Any town officer or agent making such a purchase or
19 entering into such a contract in violation of any provi-
-20 sion of this section shall be punished by a fine not
21 exceeding one thousand dollars; and such a contract
22 in which such a stipulation is not included shall be
23 voidable by the mayor or board of selectmen, as the
24 case may be.

1 Section 3. Prices alone shall not be the deter-
-2 mining factor under the term “other considerations
3 being equal” for the purchase of supplies or materials
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4 or the contracting for construction, reconstruction
5 or repair of any public work. The purchasing agent
6 or the contracting authority, as the case may be,
7 shall, in cases where foreign-made goods are offered
8 in competition with Massachusetts and American-
-9 made goods, determine whether there is a wide varia-

-10 tion in rate of exchange between the currency of the
11 United States of America and the producing country,
12 and whether the conditions under which such supplies
13 and materials were produced affect American labor.
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In the Year One Thousand Nine Hundred and Thirty-Six.

Resolve providing for an Inquiry by Questionnaire
relative to Sales within the Commonwealth of Foreign-
made Goods.

1 Resolved, That the commissioner of corporations
2 and taxation be authorized and directed, in conjunc-
-3 tion with the issuance in the year nineteen hundred
4 and thirty-seven of blanks for income and corporation
5 tax returns, to procure by questionnaire from each
6 corporation, partnership, trust or individual engaged
7 in the sale of goods within the commonwealth, authen-
-8 tic information relative to the sale during the pre-
-9 ceding year, nineteen hundred and thirty-six, of
10 foreign-made goods, by such corporation, partner-
-11 ship, trust or individual. The commissioner’s ques-
-12 tionnaire shall contain directions instructing the
13 corporation, partnership, trust or individual mak-
-14 ing a return of such sales to specify therein: (1)
15 The total amount of such goods sold; (2) the aggre-

-16 gate sale price; (3) a classification of such goods
17 sold; (4) the countries wherein produced; and such
18 other items as the commissioner may prescribe. The
19 returns received hereunder shall be delivered by the
20 commissioner to the division on the necessaries of
21 life in the department of labor and industries, and
22 by said division arranged and tabulated in such manner
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23 as to afford serviceable information to the general
24 court and to the public. Said returns as so arranged
25 and tabulated shall be published in such form as the
26 commissioner of labor and industries, with the ap-
-27 proval of the governor and council, may determine.


